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86TH CONGRESS t SENATE { Report 
1st Session No. 441 


APPOINTMENT OF CUSTOMS COURT EMPLOYEES 


JUNE 29, 1959.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8S. 1947] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1947) relating to the authority of the Customs Court to appoint 
employees, and for other purposes, having considered the same, re- 
ports favorably thereon without amendment and recommends that 
the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to confer on the Customs 
Court authority to appoint a clerk, chief deputy clerk, assistant clerk, 
deputies, assistants, and other employees, and to further authorize the 
appointment of a marshall and deputy marshals. Such appointments 
are intended to be in accordance with the presently prevailing laws 
relating to such appointments in other U.S. courts. 


STATEMENT 


This proposal emanates from the Committee on Jurisdiction and 
Legislation of the Customs Court, and was submitted to the Judicial 
Conference of the United States for its action thereon. The Judicial 
Conference of the United States has heretofore made an expression 
of opinion in regard to the subject matter herein discussed but has 
not formally taken action on the specific bill now before the committee. 
The Administrative Office of the U.S. Courts submitted a report to 
the committee which analyzes the provisions of the legislation and 
states that the present bill appears to be in accord with the previous 
views of the Judicial Conference. 
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The report of the Administrative Office of the U.S. Courts dis- 
cusses the legislation in full and is as follows: 


ADMINISTRATIVE Orrics or THE U.S. Courts, 
Washington, D.C., May 27, 1959. 
Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, 
U.S. Senate. 


Dear Senator Eastianp: S. 1947, on which your letter of May 
15 requests our report, has not been before the Judicial Conference 
of the United States, and accordingly we are not in a position to 
furnish a conference report on the measure. 

However, a proposal to revise the arrangements for the employ- 
ment of the staff of the U.S. Customs Court was before the Judicial 
Conference a year ago, and it is believed the provisions now proposed 
are premised upon the same principles then agreed upon. The Con- 
ference resolution adopted in March 1958 (conference report, p. 9), 
recites the following premises: 

(a) The Customs Court is a court of the United States within the 
Federal judiciary established under article III of the Constitution. 

(6) The Director of the Administrative Office of the U.S. Courts is 
required under the statute to fix the compensation of employees of 
the U.S. courts (28 U.S.C. 604). 

(c) The arrangements with respect to the employees of the Customs 
Court should be in accord with those provided for the other courts of 
the United States. 

The present bill appears to be in accord therewith. 

In detail, the changes which the bill would effect are these: 

(1) Transfer the authority to appoint the clerk and other court 
employees from the chief judge of the court to the court as a whole. 
This would conform to the arrangements in effect for the U.S. district 
courts with respect to the appointment of the clerk of the court, the 
referee in bankruptcy, U.S. commissioners, court reporters, and pro- 
bation officers. As in the case of other U.S. courts, the number of 
deputies and assistants, in addition to the clerk, and their rate of com- 
pensation would be understood to continue to be determined by the 
Director of the Administrative Office of the U.S. Courts, subject to 
the supervision and direction of the Judicial Conference, under sec- 
tion 604 of title 28. In addition, they would be subject to budgetary 
limitations as a result of the annual appropriation process. 

(2) Delete from the present Customs Court statute the references 
to the civil service laws with respect to its appointments. The back- 
ground is that this small group of about 70 persons is the only one 
under any court of the U.S. judicial system that is subject to the 
Civil Service Act of 1883. It is to be explained by the history of the 
court, which was originally the Board of General Appraisers in the 
Treasury Department, the employees of which were appointed by 
the Attorney General, in conformity to the civil service laws, as pro- 
vided for by the successive tariff acts codified in 19 U.S.C. 6. In 
the Codification Act of 1948 this authority was transferred to the 
Customs Court, but there remained the anomaly that the appoint- 
ments, though made by a part of the judiciary, were continued sub- 
ject to the civil service laws administered by the executive branch. 

he present provision would correct that inconsistency. It would 
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not, of course, be intended to affect the employees’ coverage under 
the Retirement Act and the Federal Employees Group Life Insurance 
Act. 

(3) Making, as to the marshal and deputy marshals, the same 
changes as just outlined, it is next provided that the Customs Court 
may appoint a marshal and deputies subject to removal by the 
court. ‘This is a revision of the present language, which reads: “The 
chief judge of the Customs Court in accordance with the civil service 
laws may appoint a marshal, deputies, and assistants.” 

(4) A new paragraph is added to section 872 of title 28 directing 
the marshal of the Customs Court—instead of the U.S. marshal for 
the district court—to disburse its appropriations for salaries and 
expenses under regulations prescribed by the Director of the Admin- 
istrative Office of the U.S. Courts. The new paragraph adopts the 
language of the present section 550(b) with respect to the similar 
functions of the marshals for the district courts. A further para- 
graph repeats the language of section 550(c) to sanction disbursements 
without the requirement of the payee’s verification under oath. 

(5) A new section 873 would authorize the Customs Court to ap- 
point criers as it may require, to perform also the duties of bailiffs and 
messengers. This is comparable to the present section 755 of title 28 
which authorizes each district judge to appoint a crier who shall per- 
form also the duties of bailiff and messenger. In practice, many of 
the district courts do not require the services of a crier and it is under- 
stood the Customs Court likewise has no plans to call for the full 
number of such attachés. However, in the light of the language above 
discussed, directing the marshal and his deputies to attend court at 
its sessions and authorizing the court to appoint such assistants and 
other employees as may be necessary, we are not advised as to the 
necessity of the proposed new section 873. 

(6) Section 2 would make a conforming amendment to section 
ee) to accord with the new provision discussed under paragraph (4) 
above. 

(7) Under the present law the fiscal affairs and the clerical force of 
the Customs Court are subject to the control of the chief judge. 
Section 3 of the new bill directs that instead they be supervised by the 
chief judge with the approval of the court. This is a matter pertaining 
to the internal administration of the court. 

(8) A final section is a savings clause undertaking to preserve the 
civil service status of the present employees of the Customs Court. 

Certain other language of the bill, constituting only a reenactment 
of the present law, is not here commented on. 

In summary, the Customs Court, in a letter to us over the signature 
of the chairman of its Committee on Jurisdiction and Legislation, has 
stated that since it is a constitutional court it should be governed under 
the statutes and regulations which control the functions of other Fed- 
eral courts. It is believed this is in accord with the principles of the 
Judicial Conference resolution of March 1958 cited above. If your 
committee would prefer to have a specific resolution of the Judicial 
Conference on the present bill, we shall be glad to refer the bill to the 
Conference for the purpose of its consideration, if possible at its next 
meeting, in September 1959. Meanwhile, if our Office can be of help 
a committee or its staff on the proposed measure, I hope you 

feel free to call upon us. 
Sincerely yours, 
Warren Ouney III, Director. 
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The committee has received a communication from the chairman of 
the Committee on Jurisdiction and Legislation of the Customs Court 
in answer to an inquiry as to what additional costs would be involved 
as a result of this legislation. That letter, which is hereto attached 
and made a part hereof, indicates that under the proposed legislation 
the cost would run between $9,000 and $9,600 per annum. This 
represents salaries to be paid to three criers, ranging from $3,000 to 
$3,200 each. The criers, as is indicated, would also accomplish the 
duties of bailiffs and messengers, and the other employees of the court 
would remain as now constituted, with no increase in cost to the 
Government. 

The committee, after a consideration of the foregoing, believes that 
there is merit to the legislation. This legislation would bring the inter- 
nal administration of the Customs Court in line with the internal ad- 
ministrative procedures of other U.S. courts and the committee believes 
this to be desirable. Inasmuch as the Customs Court is a court of 
the United States within the Federal judiciary established under 
article III of the Constitution, and inasmuch as the arrangements with 
respect to the employees of the Customs Court will be in accord with 
those provided for other courts of the United States, the committee 
recommends that the bill, S. 1947, be considered favorably. 


U.S. Customs Court, 
New York, May, 1959. 
Hon. Jamrs O. EastLanp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear Senator Eastianp: I have your letter of May 15, in which 
you were kind enough to enclose six copies of S. 1947 introduced by 
Senator Langer. It occurs to me that you might like to have the 
enclosed outline of ‘Why United States Customs Court Needs To 
Be Modernized.” 

With specific reference to your inquiry as to how the staff covered 
by the proposed legislation (clerk, chief deputy clerk, assistant clerk, 
deputies, assistants, marshal, deputy marshals, criers, bailiffs, messen- 
gers, and other employees) would differ from that now used by the 
court, I may say that the court is now fully staffed except for criers, 
bailiffs, and messengers. In other words, we propose to appoint three 
criers to act also as bailiffs and messengers; not one for each judge, 
but one for each of our three divisions. As for the cost involved, the 
annual salary proposed for each of these three criers is $3,000 to $3,200. 
This item was included in our budget for the next fiscal year and 
has already been approved from that standpoint. 

May I point out that there is no provision in this bill for any per- 
sonnel or authority that other Federal courts do not already have. 

Thanking you for your interest in this legislation and assuring you 
that if there are any further questions you desire to ask it will be a 
pleasure to answer them, I am, 

Yours sincerely, 


JED JOHNSON, 
Chairman, Committee on Jurisdiction and Legislation. 





— - est eed 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


TITLE 28, UNITED STATES CODE 


Cuapter 55—Customs Court 


Sec. 
871. [Clerk, deputies, assistants and other employees. J 
Clerk, chief deputy clerk, assistant clerk, deputies, assistants, and other em- 
ployees. 
872. [Marshal; appointment.] 
Marshal and deputy marshals. 
873. Criers, bailiffs, and messengers. 


§ 871. [Clerk, deputies, assistants and other employees] 
Clerk, chief deputy clerk, assistant clerk, deputies, assistants, and 
other employees. 

[The chief judge of the Customs Court in accordance with the 
civil service laws may appoint a clerk, deputies, assistants and such 
other employees as may be necessary for the effective dispatch of the 
business of the court.] 

The Customs Court may appoint a clerk, a chief deputy clerk, an 
assistant clerk, deputy clerks, and such deputies, assistants, and other 
employees as may be necessary for the effective dispatch of the business 
of the court, who shall be subject to removal by the court. 


§ 872. [Marshal; appointment] 
Marshal and deputy marshals. 


[The.chief judge of the Customs Court in accordance with the civil 
service laws may appoint a marshal, deputies and assistants. ] 

The Customs Court may appoint a marshal and deputy marshals, who 
shall be subject to removal by the court. 

The marshal and his deputies [and assistants] shall attend court 
at its sessions, serve and execute all process and orders issued by it, 
and exercise the powers and perform the duties concerning all matters 
within such court’s jurisdiction assigned to them by the court. 

Under regulations prescribed by the Director of the Administrative 
Office of the United States Courts, the marshal shall pay the salaries, 
office expenses, and travel and subsistence allowances of the judges, officers, 
and employees of the court, and shall disburse funds appropriated for all 
expenses of the court. 

On all disbursements made by the marshal of the Customs Court for 
oficial salaries or expenses, the certificate of the payee shall be sufficient 
without verification on oath. 


§ 873. Criers, bailiffs, and messengers. 
The Customs Court may appoint such criers as it may require for said 
court, which criers shall also perform the duties of bailiffs and messengers 


and such other duties as the court directs and shall be subject to removal 
by the court. 
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CxHapTeR 33—UnitTEep States MARSHALS 


§ 550. Disbursement of salaries and expenses 


(a) United States marshals, under regulations prescribed by the 
Attorney General, shall pay the salaries, office expenses and travel 
and subsistence allowances of United States attorneys, their assistants, 
clerks and messengers, and of the marshals, their deputies and clerical 
assistants. 

(b) Under regulations prescribed by the Director of the Adminis- 
trative Office of the United States Courts, the marshals shall pay the 
salaries, office expenses, and travel and subsistence allowances of 
circuit and district judges, [judges of the Customs Court,] clerks of 
court and their deputies, court reporters, and other personnel of 
courts within their districts. 

(c) * * * 

Cuaprer 11—Customs Court 


§ 253. Duties of chief judge; precedence of judges 
The chief judge of the Customs Court , with the approval of the court, 
shall [control] swpervise the fiscal affairs and clerical force of the 
court [;] . The chief judge shall assign or reassign, before trial and 
under rules of the court, any case for hearing, determination, or both; 
and promulgate dockets. 
+ * * * + * 


O 
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MONMOUTH COUNTY, NJ. 
JUNE 29, 1959.—Ordered to be printed 


Mr. Eastuanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H.R. 322] 


The Committee on the Judiciary, to which was referred the bill 
(H.R. 322) for the relief of Monmouth County, N.J., having consid- 
ered the same, reports favorably thereon, with an amendment, and 
recommends that the bill, as amended, do pass. 


AMENDMENT 


On page 2, lines 2 and 3, strike the words “in excess of 10 per centum 
thereof”. 
PURPOSE 


The purpose of the proposed legislation, as amended, is to authorize 
and direct the Secretary of the Treasury to pay the sum of $11,806.73 
to the county of Monmouth, N.J., in full settlement of all claims 
against the United States for damages sustained to a bridge on the 

ewman Springs Road, Monmouth County, N.J., which resulted in 
see from the movement of heavy U.S. Army vehicles over said bridge 

uring the period from 1945 to mid-1947, inclusive. 
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STATEMENT 


Records of the Department of the Army disclose that the bridge 
in question is located on the Swimming River in the county of Mon- 
mouth, N.J. This bridge was rated at a capacity of 20 tons by the 
county until January 1948 when, because of its damaged condition, it 
was limited to 5 tons. The Newman Springs Road is a three-lane, 
hard-surfaced, heavy-duty highway which runs westward from the 
southwestern outskirts of Red Bank crossing the Swimming River by 
means of this bridge. Opposite the town of Red Bank on the west 
bank of the Swimming River is Coles Signal Laboratory, an Arm 
installation, which is bounded on the south by Newman Springs Road, 
on the west by a secondary road known as Half Mile Road, and on the 
north by another secondary road known as the Everett-Red Bank 
Road. 

In 1945 it became necessary to move several pieces of heavy equip- 
ment, such as tanks and tank retrievers, to Coles Signal Laboratory. 
This was accomplished by moving them via New Jersey State High 
way No. 35 from Fort Monmouth, N.J., north to the outskirts of 
Red Bank and thence west on the Newman Springs Road across 
the bridge in question to Coles Signal Laboratory. The heaviest 
such load consisted of a truck-tractor, M-26; a semitrailer, M-15; 
and a medium tank, M-26. Although the total weight of these items, 
fully equipped, was rated at approximately 87 short tons, it appears 
that the actual gross weight of this load amounted to only 80 tons. 
Prior to taking this heavy equipment over the bridge, the civilian 
tank driver operating it examined the piers supporting the bridge 
and noted that one of them had a wavy vertical crack in it approxi- 
mately a fourth of an inch wide. He further noted that the guardrail 
on the left center of the bridge also was cracked. In addition to the 
M-26 tank referred to above, other heavy equipment was transported 
over this bridge by means of the tank trailer (semitrailer, M-15) 
on about seven different occasions in 1945, with gross weight in each 
case varying from 50 to 60 tons. After the close of the year 1945, 
no loads were transported across this bridge by Coles Signal Labora- 
tory by means of the tank trailer. During 1946 and the early part of 
1947, heavy equipment was transported over the bridge, but without 
utilizing the trailer, approximately three times a month, with a 
maximum load on the bridge amounting to approximately 30 tons. 

In mid-1947, it became necessary to move the medium tank and other 
heavy equipment from Coles Signal Laboratory to Fort Monmouth. 
Advance inspection of the Newman Springs ‘Road Bridge revealed 


that all four of the concrete piers in the water were cracked near the 
top, one of them quite severely from a point under the pressure plate 
to the outside edge, and that the condition was worse than it had been 
when examined by the tank driver more than a year earlier. Accord- 
ingly, an engineer representing Coles Signal Laboratory visited the 
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office of the county engineer, county of Monmouth, on or about July 21, 
1947, to report the condition of the bridge and examine detailed con- 
struction plans in order to determine the feasibility of again using the 
bridge for the transportation of heavy equipment. The county engi- 
neer advised that he would have the structure checked immediately 
and requested that his office be notified a day in advance each time a 
heavy vehicle was to be moved over the bridge in order that an ob- 
server might be on hand. Subsequently, on July 29, 1947, the county 
engineer, Mr. Otis R. Seaman, advised the laboratory that, after hav- 
ing made a thorough examination of the bridge, his office could not 
assume any responsibility for anything passing over the bridge in ex- 
cess of 20 tons. This letter further stated that, if it was found abso- 
lutely necessary to transport the tank from the laboratory to Fort Mon- 
mouth, it would be necessary for the War Department (now Depart- 
ment of the Army) to assume responsibility for any damage that 
might be done to the bridge and that, in the absence of this, permis- 
sion to transport the tank over the bridge could not be granted. Upon 
receipt of this letter, two alternative, although circuitous, routes were 
charted to avoid use of this bridge and both the State highway depart- 
ment and the county engineer were consulted as to the use of such 
alternative routes. The county engineer, by letter dated August 19, 
1947, advised that either of such alternative routes would be acceptable 
and the State highway department furnished similar advice on the 
following day. The movement of the medium tank to Fort Monmouth 
was accomplished on August 29, 1947, by a route which proceeded west 
on Newman Spring Road and involved movement through the Naval 
Ammunition Depot, Earle, N.J. The Swimming River Bridge was 
not used to transport this tank at any time in 1947 or thereafter. 

On or about January 8, 1948, the bridge was inspected by the county 
engineer and two other engineering representatives of the county. 
They found that all four concrete piers supporting the bridge were 
cracked. These cracks were up to 214 to 3 inches wide at the top 
beneath the pedestals, extended downward approximately to the high- 
water mark, a distance of about 6 feet, and sheared, or curved, out to 
the sides of the piers as they progressed downward. The county engi- 
neering representatives also found that the abutments at both ends of 
the bridge were crushed beneath the stringers and that the pedestals 
and guide plates were settled out of level, crushing the hokastunide 
guardrail, curb, and posts. 

During February and March 1948, emergency repairs were made on 
the most seriously damaged pier at a cost of $3,246.97. Permanent 
repairs were made in 1954 to the entire bridge at an additional cost of 
$20,366.50. The actual expenditures by Monmouth County for repair 
of this bridge following discovery of the damage, therefore, have 
amounted to $23,613.47. 
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In the 84th Congress a bill was introduced in the House of Repre- 
sentatives calling for an appropriation of the sum of $30,000 to the 
county of Monmouth for its alleged damages to the bridge, and the 
Department of the Army, in reporting on that bill, H.R. 62, in the 
sath Congress, stated that it was common knowledge that during the 
period involved, in addition to the Federal military traffic, the bridge 
was utilized by a National Guard unit of the State of New Jersey for 
the movement of tanks and was also used by heavy commercial vehi- 
cles. In view of those circumstances, the Army took the position that 
it would be entirely inequitable for the United States to bear any part 
of the expenses in connection with the repair of the bridge which 
would exceed its proportionate share of the traflic over the bridge. 
That Department further observed that while under the circumstances 
it was impossible to determine the Government’s share with any de- 
gree of accuracy, the agency’s estimate of the proportion of costs 
which might equitably be assumed by the United States as a result of 
damage to the bridge could not exceed 50 percent. The Department 
of the Army concluded that it would have no objection to an award 
to the county of Monmouth, N.J., in the event the amount therefor was 
not in excess of 50 percent of the county’s actual expenditures for the 
repair of the bridge, or $11,806.73. 

he committee is of the opinion that this legislation should be 
favorably considered. After full investigation, the Department of 
the Army conceded that the U.S. Government did use the bridge for 
crossing of its heavy equipment and that the Government benefited 
from the use of the county bridge. It seems fair, therefore, that the 
U.S. Government should pay some share for the cost of repairing this 
bridge.. The committee feels that the amount of $11,806.73 is fair 
compensation, and accordingly, recommends favorable consideration 
of this bill, H.R. 322, as amended. 

The bill has been amended to delete the 10-percent attorney-fee pro- 
vision due to the fact that the committee has been advised by the 
sponsor of this legislation that there is no attorney involved. 

Attached hereto and made a part hereof is the report submitted by 
the Department of the Army in connection with a bill of the 84th 
Congress. 


DEPARTMENT OF THE ARMY, 
Washington, D.C., August 17, 1956. 


Hon. Emanvet CELLeER, 
Chairman, Committee on the Judiciary 
House of Representatives. 

Dear Mr. Cuarrman: Reference is made to your letter enclosing 
a copy of H.R. 62, 84th Congress, a bill for the relief of the county of 
Monmouth, N.J., and requesting a report as to the merits of the bill. 
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The Department of the Army is opposed to the above-mentioned 
bill in its present form. 

This bill provides as follows: : 

“That the Secretary of the Treasury be, and he is hereby, authorized 
and directed to pay, out of any money in the Treasury not otherwise 
appropriated, the sum of $30,000 to the county of Monmouth, New 
Jersey, in full settlement of all claims against the United States for 
damages sustained to a bridge on the Newman Springs Road, Mon- 
mouth, County, New Jersey, as a result of the movement of a United 
States Army ninety-ton tank over such bridge during the month of 
July 1947. 

It appears that the bridge in question is located on the Swimming 
River in the county of Monmouth, N.J., immediately to the southwest 
of the municipality of Red Bank and is designated as Monmouth 
County Bridge S-16. This bridge was rated at a capacity of 20 tons 
by the county until January 1948, when, because of its damaged 
condition, it was posted with signs reading “Gross Weight Not to 
Exceed 5 Tons.” The Newman Springs Road (also known as the 
Lincroft-Red Bank Road) is a three-lane, hard surfaced, heavy duty 
highway which runs westward from the southwestern outskirts of 
Red Bank, crossing the Swimming River by means of this bridge. 
Opposite the town of Red Bank, on the west bank of the Swimming 
River, is Coles Signal Laboratory, an Army installation, which is 
bounded on the south by Newman Springs Road, on the west by a 
secondary road known as Half Mile Road, and on the north by 
another secondary road known as the Everett-Red Bank Road. 

In 1945 it became necessary to move several pieces of heavy equip- 
ment, such as tanks and tank retrievers, to Coles Signal Laboratory. 
This was accomplished by moving them via New Jersey State High- 
way No. 35 from Fort Monmouth, N.J., north to the outskirts of 
Red Bank and thence west on the Newman Springs Road across the 
bridge in question to Coles Signal Laboratory. The heaviest such 
load consisted of a truck-tractor, M-26; a semitrailer, M-15; and 
a medium tank, M-26. Although the total weight of these items, 
fully equipped, was rated at approximately 87 short tons, it 
appears that the actual gross weight of this load amounted to 
only 80 tons. Prior to taking this heavy equipment over the bridge, 
the civilian tank driver operating it examined the piers sup- 
porting the bridge and noted that one of them had a wavy 
vertical crack in it approximately a fourth of an inch wide. 
He further noted that the guard rail on the left center of 
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the bridge also was cracked. In addition to the M-26 tank referred 
to above, other heavy equipment was transported over this bridge by 
means of the tank trailer (semitrailer, M-15) on about seven different 
occasions in 1945, with gross weight in each case varying from 50 to 
60 tons. After the close of the year 1945, no loads were transported 
across this bridge by Coles Signal Laboratory by means of the tank 
trailer. During 1946 and the early part of 1947, heavy equipment 
was transported over the bridge, but without utilizing the trailer, 
approximately three times a month, with a maximum load on the 
bridge amounting to approximately 30 tons. ' 

In mid-1947, it became necessary to move the medium tank and 
other heavy equipment from Coles Signal Laboratory to Fort Mon- 
mouth. Advance inspection of the Newman Springs Road Bridge 
revealed that all four of the concrete piers in the water were cracked 
near the top, one of them quite severely from a point under the pressure 
— to the outside edge, and that the condition was worse than it had 

een when examined by the tank driver more than a year earlier. 
Accordingly, an engineer representing Coles Signal Laboratory visited 
the office of the county engineer, county of Monmouth, on or about 
July 21, 1947, to report the condition of the bridge and examine de- 
tailed construction plans in order to determine the feasibility of again 
using this bridge for the transportation of heavy equipment. The 
county engineer advised that he would have the structure checked 
immediately and requested that his office be notified a day in advance 
each time a heavy vehicle was to be moved over the bridge in order 
that an observer might be on hand. Subsequently, on July 29, 1947, 
the county engineer, Mr. Otis R. Seaman, advised the laboratory that, 
after having made a thorough examination of the bridge, his office 
could not assume any responsibility for anything passing over the 
bridge in excess of 20 tons. This letter further stated that, if it was 
found absolutely necessary to transport the tank from the laboratory 
to Fort Monmouth, it would be necessary for the War Department 
(now Department of the Army) to assume responsibility for any 
damage that might be done to the bridge and that, in the absence of 
this, permission to transport the tank over the bridge could not be 
granted. Upon receipt of this letter, two alternative, although 
circuitous, routes were charted to avoid use of this bridge and both the 
State highway department and the county engineer were consulted 
as to the use of such alternative routes. The county engineer, by 
letter dated August 19, 1947, advised that either of such alternative 
routes would be acceptable and the State highway department 
furnished similar advice on the following day. The movement of the 
medium tank to Fort Monmouth was accomplished on August 29, 
1947, by a route which proceeded west on Newman Springs Road and 
involved movement through the Naval Ammunition Depot, Earle, 
N.J. The Swimming River Bridge was not used to transport this 
tank at any time in 1947, or thereafter. 

On or about January 8, 1948, the bridge was inspected by the county 
engineer and two other engineering representatives of the county. 
They found that all four concrete piers supporting the bridge were 
cracked. These cracks were up to 2% to 3 inches wide at the top 
beneath the pedestals, extended downward approximately to the 
highwater mark, a distance of about 6 feet, and sheared, or curved, 
out to the sides of the piers as they progressed downward. The 
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county engineering representatives also found that the abutments 
at bot s of the bridge were crushed beneath the stringers and that 
the nediatale and guide plates were settled out of level, crushing the 
balustrades guardrail, curb, and posts. 

During F Tebrosty and March 1948, emergency repairs were made on 
the most seriously damaged pier at a cost of $3,246.97. Permanent 
repairs were made in 1954 to the entire bridge at an additional cost of 
$20,366.50. The actual expenditures by ~ Monmouth County for 
repair of this bridge following discover of the damage, therefore, 
have amounted to $23,613.47. 

The Department of the Army was not made aware of the assertion 
by the county of Monmouth of a claim against the United States 
arising out of damages to this bridge until the early part of 1954, at 
about the time of the introduction of H.R. 8913, 83d Congress, a 
similar bill upon which no action was taken. Subsequently, an in- 
vestigation was initiated which disclosed that two Department of the 
Army employees having knowledge of the matter were approached by 
county officials for the purpose of making statements with regard 
thereto. Because of the provision of section 283, act of June 25, 
1948 (62 Stat. 697, 18 U.S.C. 283), that— 

‘Whoever, being an officer or employee of the United States or any 
department or agency thereof, * * * aids or assists in the prosecution 
or support of any [claim against the United States] otherwise than in 
the proper discharge of his ‘official duties * * * shall be fined not more 
than $10,000 or imprisoned not more than one year, or both.” 
neither of these individuals made a statement regarding the matter at 
that time. Following initiation of the investigation by this Depart- 
ment they were questioned and made sworn affidavits with regard to 
the matter. These affidavits, in substance, are as follows: 


AFFIDAVIT OF THOMAS J. KELSO, DATED APRIL 1, 1954 


“Question. Mr. Kelso, directing your attention to the years 1946, 
1947, were you an employee of the is S Army at Fort Monmouth, N.J? 

“Answer. Yes; I was. 

“Question. What were your duties at that time? 

“Answer. Tank driver at Coles Signal Laboratory. 

“Question. In connection with those duties, did you have occasion 
to drive any heavy Army vehicles over a bridge on Newman Springs 
Road crossing Swimming River, approaching Coles Signal Laboratory 
from the east? 

“Answer. Yes. 

“Question. What is the description and the gross weight of the 
heaviest vehicle you may have driven over the aforementioned 
bridge during the period 1946-47? 

“Answer. been the years 1946-47, to the best of my recollection, 
the heaviest vehicle that I transported across the Newman Sprin 
Road Bridge was approximately 30 tons. It was a medium tan 
M-4A3. Sometime during 1945, I transported a 40-ton tank trans- 
porter laden with the M-26 tank, weighing approximately 40 tons, 
the entire load having a gross weight of approximately 80 tons. 
During 1945 I trans oval. the tank retriever with other heavy 
equipment, gross loads varying from 50 to 60 tons. The exact 
number of times I cannot recall, but approximately seven or eight 
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times. During the years 1946 and 1947, to the best of my recollection, 
I did not transport any vehicles across the bridge in question with 
the 40-ton tank retriever. To the best of my recollection, I did 
transport the M-26 40-ton tank across the bridge in question in 1945, 

“Question. At any time during the years 1945, through and includ- 
ing 1947, were you put on notice as to the maximum weight capacity 
of this bridge? 

“Answer. No. 

“Question. Did you have any reason to believe that this bridge 
could not support the weight which you transported over it? 

“Answer. No, sir. 

een. When did you stop transporting heavy vehicles over 
this bridge? 

“Answer. Some time in 1947, when the bridge was posted to heavy 
loads, to the best of my recollection. 

“Question. During the years 1945 through 1947, can you state with 
some degree of accuracy the average number of times you transported 
heavy Army vehicles over this bridge per month? 

“Answer. Approximately three times a month. 

“Question. Did you ever have occasion to inspect this bridge for 
evidence of stress or strain? 

“Answer. Some time during 1945 when I first transported the heavy 
equipment to Coles Signal Laboratory, prior to taking the heavy equip- 
ment over the bridge, I looked at the piers under the bridge and noted 
that one of the piers had a wavy vertical crack in it. I also noted 
that the guard rail on the left center of the bridge was cracked. Sub- 
sequent to this, I proceeded to transport the heavy equipment across 
the bridge. 

“Question. Did you ever have occasion to look at the bridge piers 
again? 

gr No; I didn’t. 

“Question. Is it true that you had no direct orders not to transport 
= heavy equipment over the bridge during the years mentioned 
above? 

“Answer. I had no such orders. 

“Question. Did it come to your attention during the years 1945 to 
1947 or subsequent thereto, that heavy equipment other than that 
belonging to Fort Monmouth, was using this bridge? 

“Answer. As strictly hearsay, I have been led to believe that a 
National Guard unit from Red Bank, N.J., had transported M-4 
series tanks of a gross weight of approximately 30 tons over this 
bridge during the years 1947 to 1954. During the years 1945 to 
1947, the bridge was open to commercial vehicles such as tractor 
trailers and buses. Recently, private contractors have transported 
earthmovers over this bridge, to my knowledge.” 


AFFIDAVIT OF CHARLES P. BUCHERER, DATED APRIL 1, 1954 


“Question. Mr. Bucherer, are you an employee of the U.S. Govern- 
ment at Fort Monmouth, N 

“Answer. Yes. 

“Question. What is your official duty now? 

‘Answer. Chief of General Engineering Section. 
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“Question. During the years 1945 to 1947, what were your duties 
at Fort Monmouth? 

“Answer. Assistant Chief of Mechanical Engineering Section. 

“Question. In connection with your official duties in the years 1945 
to 1947, did you have occasion to inspect the bridge over Swimming 
River on Newman Springs Road? 

“Answer. Yes; at the request of Colonel Spear. 

“Question. Will you state the circumstances surrounding that in- 
spection? 

“Answer. Colonel Spear was made aware of the possibility of dam- 
age to the bridge from transporting heavy Army tanks over it, and 
he instructed Eric Hansen and me to make a physical examination 
and calculate if the bridge was strong enough to bear these tanks. 
While complete examination of the bridge could not be made to 
determine its strength, the bridge piers were examined underneath 
and we found that a diagonal crack occurred on one of them, and 
there were cracks at the pressure plates on top of the piers. 

“Question. Can you state with some degree of accuracy, the ap- 
proximate date that this examination was made? 

“Answer. During the month of June or July 1947. 

“Question. Will you continue, please? 

“Answer. A report of these findings was verbally made to Colonel 
Spear and after discussion, it was decided that Mr. Hansen and I 
would go to the county engineer to determine if this bridge was safe 
for transportation of army tanks. A discussion was held in the 
county engineer’s office at Freehold, N.J., with Mr. McKee of the 
county engineer’s department, Mr. Hansen and myself. From this 
discussion it was determined that the bridge would be satisfactory for 
the transportation of army tanks. A report of this discussion was 
verbally made to Colonel Spear. A letter dated July 29, 1947, was 
subsequently received by me from Otis R. Seaman, county engineer, 
relative to transporting the 90-ton tank over the Newman Springs 
Road Bridge. This letter continued to state that the county engineer 
had examined the bridge and that they could not assume any respon- 
sibility for anything passing over this bridge of more than 20 tons’ 
capacity. This letter continues, ‘If you find it absolutely necessary 
to transport the tank from Camp Coles to Fort Monmouth, the War 
Department must assume any damage that might be done to the 
bridge. Unless this is done, we cannot grant permission to transport 
the tank over this bridge.’ The 90-ton tank to which the county 
engineer referred, was the M-26 tank with retriever, which we had at 
one time estimated to have a gross maximum weight of 90 tons, but 
which in fact never grossed more than 80 tons. After receipt of the 
letter of July 29, 1947, from the county engineer, to the best of my 
knowledge, no army tanks stationed at Coles Signal Laboratory were 
transported over this bridge. It was approximately at this time that 
the county posted this bridge as having a maximum gross weight 
capacity of 20 tons. After receipt of this letter, steps were taken to 
determine alternate routes for transporting tanks from Coles Signal 
Laboratory to Fort Monmouth. A letter dated August 15, 1947, 
outlining two routes A and B, from Coles Signal Laboratory to Fort 
Monmouth, were forwarded to the county engineer for approval. A 
letter was received, dated August 19, 1947, stating that either of the 
referenced routes A or B would be acceptable to the county of Mons 
mouth, however, that they would prefer B to be followed.” 
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During the investigation by this Department, a field inspection and 
engineering analysis of this bridge was made by the New York district, 
Corps of Engineers. Field inspection indicated that— 

“Pier damages have been repaired by encasing the piers with new 

structural concrete doweled to existing pier concrete. Therefore, a 
visual inspection of damages to the piers as reported is impossible. 
Concrete patching of concrete railing which had cracked and spalled 
[i.e., chipped or crumbled] at pedestal ends of each simple span had 
also been accomplished. Visual inspection of the concrete encasement 
of all bridge steel members showed no signs of any cracking which 
would have developed if the steel was excessively overloaded. There- 
fore, no conclusion [as] to the failure of the piers can be drawn from 
the field inspection.”’ 
The engineering analysis was based on the construction specifications 
of the bridge and concluded that “theoretically, the tank load should 
have caused no signs of distress in the pier.’”’ The district engineer 
therefore reported that— 

“In view of the foregoing, it is concluded that if no signs of distress 
existed in the piers before the transporting of the tank over the bridge, 
none should have developed after passage of the tank. However, if 
signs of distress existed Citas passage of the tank, then the trans- 
porting of the tank over the bridge contributed to the failure of the 

iers. There is no evidence of any damage to the structure caused 
in the past or recently by the elements.” 

This report differed substantially from those of county engineering 
representatives who had expressed the opinion that the damage or 
failure was a compressive shear caused by a single excessive load from 
the deck of the bridge through the girders onto the pedestals and then 
to the piers. The county representatives were also of the opinion 
that the damage could not have been caused by vibration or repeated 
overloads but could only have been caused by one heavy excessive 
overload. ‘The conclusions of these individuals were obviously based 
on the erroneous assumption that a 90-ton load had been placed on 
the bridge by the Army in July 1947, and were also made without 
realization of the fact that a crack in one of the piers had existed prior 
to use of the bridge by Army personnel for transportation of heavy 
equipment and that this crack had become more serious during the 
2 years before the inspection by county authorities in January 1948. 
Accordingly, the entire file was referred to the Office of the Chief of 
Engineers, Department of the Army, for study and report. In a 
memorandum, dated December 16, 1954, that office advised, perti- 
nently, as follows: 

“2. The file in the case has been examined with respect to the 
question of the direct cause of damage to the bridge piers * * *. We 
concur in general with the findings of the district engineer, New York 
district * * *. 

“3. There is evidence that a pier was cracked in 1945, prior to the 
peassee of heavy Government equipment over the bridge (exhibit A). 

ad this been Bes to Mr. McKee [the county engineering rep- 


resentative who made a detailed statement], it is doubtful that he 
would have made the statement [that the damage could only have 
been caused by one heavy load and was not the result of vibration 
or repeated overloads], particularly in view of his own observation 
of the poor quality of the concrete as evidenced by his statement in 
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the same deposition that ‘I also found the abuttments at the east and 
west end (sic) of the span were crushed beneath the stringers.’ As 
the bearing pressure due to design loading has been computed to be 
only 410 pounds per square inch, this crushing is indicative of a ver 
weak concrete which would also be weak in tensile strength and, 
therefore, susceptible to cracking under relatively light loads. Once 
cracking had started the failure would be progressive due to the con- 
centration of normal traffic loads over a smaller area; the effects of 
vibration caused by traffic; and the cumulative effect of the freezing 
of water in the crack during cold weather. 

“4, After the pier had cracked and its supporting power was thereby 
reduced, every load to which it was subjected would contribute to its 
further failure. Any load which might have been placed on the bridge 
by the Government would have contributed only tts pro rata share of the 
total loading of normal traffic.’”’ [Italic supplied.] 

Advice from a representative of the county of Monmouth indicates 
that the county has not previously received any Federal assistance for 
either the construction or maintenance of the bridge in question. A 
county bridge over the Shrewsbury River, commonly known as the 
Navesink River Bridge, was built at a cost of approximately $1,100,000, 
45 percent of which consisted of a 1938 grant from the Public Works 
Administration. Another bridge over the south branch of the 
Shrewsbury River, known as the Sea Bright-Rumson Bridge, costing 
between $500,000 and $600,000, was built with Federal assistance. 
It appears that the funds for the last-named bridge represented an 
accumulation, over a period of years, of Federal money allotted to the 
ite of New Jersey for the improvement of county or secondary 
roads. 

This Department has been advised that the sum of $30,000 stated 
in this bill represents the amount of $23,613.47, which was actually 
expended by the county plus an estimated sum to cover engineering 
fees, costs of preparing plans and specifications, cost of advertising 
for bids, clerical work, legal fees and investigating costs. No evidence 
has been presented to this Department that any such additional ex- 
penses in fact have been incurred. It would seem that any actual 
work in connection with this matter, not included in the charges for 
temporary and permanent repairs which have already been paid, has 
been accomplished by county officials and employees as a part of their 
regular duties. There do not appear to have been any legal fees or 
investigating costs involved in this matter other than in the prepara- 
tion and presentation to the Congress of the county’s claim against 
the United States. This Department is unaware of any precedent 
for the allowance of any such additional amount. Accordingly, even 
if the damage to the bridge were to be considered entirely the result 
of the movement of heavy Army traffic over this bridge, it appears that 
the maximum amount to which the county equitably would be entitled 
could not exceed the actual expenditures made in connection there- 
with, or $23,613.47. 

However, it appears to be common knowledge that, during the 
period involved, in addition to the Federal military traffic, the bridge 
was utilized by a National Guard unit of the State of New Jersey for 
the movement of tanks and was also used by heavy commercial ve- 
hicles. Under such circumstances it would be entirely inequitable for 
the United States to bear any part of the expenses in connection with 
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the repair of this bridge which would exceed its proportionate share of 
the traffic over the bridge. Although, under the circumstances, it is 
impossible to determine this share with any degree of accuracy, it is 
the opinion of the Department of the Army that a generous estimate 
of the proportion of the costs which might equitably be assumed by 
the United States as a result of damage to this bridge could not exceed 
50 percent. Accordingly, the Department of the Army would have 
no objection to an award to the county of Monmouth, N.J., in the 
event that the amount thereof is not in excess of 50 percent of the 
county’s actual expenditures for the repair of this bridge, or $11,806.73 
(50 percent times $23,613.47). 

Should the Congress determine that the county of Monmouth is en- 
titled to an award to the extent indicated above, it is recommended 
that, for the purpose of accuracy, the portion of the bill which follows 
the enactment clause and which precedes the word “Provided” be 
stricken and that the following be substituted therefor: 

“That the Secretary of the Treasury be, and he is hereby, authorized 
and directed to pay, out of any money in the Treasury not otherwise 
appropriated, the sum of $11,806.73 to the County of Monmouth, 
New Jersey, in full settlement of all claims against the United States 
for damages sustained to a bridge on the Newman Springs Road, 
Monmouth County, New Jersey, designated as Monmouth County 
Bridge S-16, which resulted, in part, from the movement of heavy 
United States Army vehicles over said bridge during the period from 
1945 to mid-1947, inclusive”’. 

The cost of this bill in its present form would be $30,000. Should 
the bill be amended as recommended by the Department of the Army, 
the cost would not exceed $11,806.73. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 


PROPOSAL FOR THE RECONSTRUCTION OF Piers AND ABUTMENTS OF 
Brivce No. S-16, Over Swimmine River, Between Rep Bank 
AND Mipp.Letown Townsuaip, NJ. 


To the Board of Chosen Freeholders, County of Monmouth, N.J.: 


The undersigned hereby declare that he has carefully examined the 
advertisement, standard specifications, addendum to standard speci- 
fications, instructions to bidders, form of contract and bond for the 
project named above; that he has carefully examined the site of the 
project as provided in article 1.3.8., of the “Standard Specifications”; 
and that he will contract to carry out and complete said project as 
specified and delineated at the price per unit measure for each sched- 

ed item of work stated in the “Schedule of Prices,” following. 

It is understood that the total price, stated by the undersigned 
in the “Schedule of Prices,” is based on the estimated quantities and 
will control in the awarding of the contract. 

It is further understood that the quantities stated in this ‘Schedule 
of Prices” for the various items, are estimates only and may be 
increased or decreased, as provided for in the specifications. 
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Schedule of prices 





Item Approximate Item Unit Amount 
No. quantities price 
1 | Lump sum........ Clearing site, including removal of portion of existing |.........-. $3, 200. 00 
concrete piers and abutments as shown on plans. 
2 | 164 linear feet ..... Untreated timber cofferdams for piers, complete in $10.00 | 1,640.00 
place, including hardware and tie rods. 
3 | 57 cubic yards..... Class B concrete in place including form work and ex- 77.00 | 4,389. 00 
pansion bolts. 
4 55 cubic yards..... Cleat 0) comerete Mi 1806, 5c. ook. dno sendqasmennadee 77.50 | 4,262.50 
6 | 10,500 pounds.....| 34-inch diameter reinforcing steel in structures........... -25 | 2,625.00 
6 Lump re Raising and reseating existing beams, including new |-.........- 4, 250. 00 


anchor bolts and steel plates and repair to ay 
joints and railing and painting exposed steel. 


Total Me fi cdc cdcktevncodsntoncddbotcsnnssdbbqsdnswantaadessbbabeadsfeahbbstnes 20, 366. 50 
sum bid. 





Conrap, Hansen & Co. 


PROPOSAL FOR THE RECONSTRUCTION OF PiERS AND ABUTMENTS OF 
Bripvce No. S-16, Over Swimmine River, Between Rep Bank 
AND MippLEeTowNn Townsuip, NW. 


To the Board of Chosen Freeholders, County of Monmouth, N.J.: 


The undersigned hereby declare that he has carefully examined the 
advertisment, standard specifications, addendum to standard speci- 
fications, instructions to bidders, form of contract and bond for the 
project named above; that he has carefully examined the site of the 
project as provided in article 1.3.8, of the “Standard Specifications ;” 
and that he will contract to carry out and complete said project as 
specified and delineated at the price per unit measure for each sched- 
uled item of work stated in the “Schedule of Prices,” following. 

It is understood that the total price, stated by the undersigned in 
the “Schedule of Prices,” is based on the estimated quantities and 
will control in the awarding of the contract. 

It is further understood that the quantities stated in this “Sched- 
ule of Prices’’ for the various items, are estimates only and may be 
increased or decreased, as provided for in the specifications. 


Schedule of prices 





Item Approximate Item Unit Amount 
No. quantities price 
1 | Lump sum........| Clearing site, including removal of portion of existing |$5, 500. 00 $5, 500 
concrete piers and abutments as shown on plans. 
2 | 164 linear feet..... Untreated timber cofferdams for piers, complete in 75. 00 12, 300 
place, including hardware and tie rods. 
3 | 57 cubic yards..... Class B eye in place including form work and expan- 150. 00 8, 550 
sion ts. 
4 | 55 cubic yards_.... CONSE S CONN OR WIND ariiccncctatiennsncsadennmnsens 75. 00 4, 125 
5 | 10,500 pounds.....| 34-inch diameter reinforcing steel in structures._......... . 25 2, 625 
6 | Lump sum........ Raising and reseating existing beams, including new /|15, 000. 00 15, 000 


anchor bolts and steel plates and repair to expansion 
joints and railing and painting exposed steel. 


‘ROlal TEED |... diiccadenciscadiedassapansabioinateiiabieaamsninamadne siadielneeieieen 48, 100 
sum bid. 





Tuomas Procror. 
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PRroposaL FOR THE RECONSTRUCTION OF PIERS AND ABUTMENTS OF 
Bripegz No. S-16, Over Swimmine River, BETWEEN Rep Bank 
AND MippLetown Townsuip, NW. 


To the Board of Chosen Freeholders, County of Monmouth, N.J.: 

The undersigned hereby declare that he has carefully examined the 
advertisement, standard specifications, addendum to standard specifi- 
cations, instructions to bidders, form of contract and bond for the 
project named above; that he has carefully examined the site of the 
project as provided in article 1.3.8, of the “Standard Specifications” ; 
and that he will contract to carry out and complete said project as 
specified and delineated at the price per unit measure for each 
scheduled item of work stated in the “Schedule of Prices,” following. 

It is understood that the total price, stated by the undersigned 
in the “Schedule of Prices,” is based on the estimated quantities and 
will control in the awarding of tlie contract. 

It is further understood that the quantities stated in this “Schedule 
of Prices” for the various items, are estimates only and may be 
increased or decreased, as provided for in the specifications. 


Schedule of prices 








Item Approximate Item Unit | Amount 
No. quantities price 
1| Lump sum........| Clearing site, including removal of portion of existing |.......... $4, 600 
concrete piers and abutments as shown on plans. 
2 | 164 linear feet.....] Untreated timber cofferdams for piers, complete in $50. 00 8, 200 
place, including hardware and tie 
3 | 57 cubic yards_.... Cc B concrete in place including form work and ex- 130. 00 7, 410 
pansion bolts. 
4 | 55 cubic yards..... a ee eee 50. 00 2, 750 
& | 10,500 pounds..... %-inch diameter reinforcing steel in structures_.......... - 30 3, 150 
6 | Lump sum........ Raising and reseating existing beams, including new |-........-- 11, 319 


anchor bolts and steel plates and repair to expansion 
joints and railing and painting exposed steel. 


RN lncocunnssnennccennantpemmunqusinslnnaainbttaninained padeiubidy 387, 429 
sum bid. 








A. P. THompson. 
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Calendar No. 445 


86TH CoNGREsS t SENATE { Report 
1st Session No. 450 





AMENDING TITLE XI OF THE MERCHANT MARINE ACT, 1936, TO 
PROVIDE FOR THE DEPOSIT OF FUNDS IN ESCROW WITH THE 
SECRETARY OF COMMERCE, TO PROVIDE FOR THE PAYMENT OF 
INSURANCE, IN PART, ON THE BASIS OF SUCH DEPOSITS 





June 29. 1959.—Ordered to be printed 


Mr. Magnuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 2148] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 2148) to amend title XI of the Merchant 
Marine Act, 1936, as amended, to provide for the deposit of funds in 
escrow with the Secretary of Commerce, to provide for the payment of 
insurance, in part, on the basis of such deposits, and for other purposes, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 


PURPOSE OF THE BILL 


Title XI of the Merchant Marine Act, 1936, as amended, authorizes 
the Secretary of Commerce to insure ship construction loans and ship 
mortgages given to finance construction. Save for certain exceptional 
cases where the mortgage may equal 87% percent of the actual cost 
of the vessel, an insured loan or mortgage may not exceed 75 percent 
of such actual cost. If the loan or mortgage does not exceed this 
amount, and meets other eligibility requirements of the act, the 
Secretary may insure 100 percent of the principal and interest of such 
loan or mortgage. 

During the construction period and until all costs are paid by the 
owner, however, this 100-percent insurance is not 100 percent payable. 
While the ‘‘actual cost,’”’ 75 percent (or 87% percent) of which measures 
the maximum amount of the insured loan or mortgage, is defined to 
include both amounts paid and amounts which the owner is obligated 
to pay for construction, the proviso of section 1101 (f) limits insurance 
payable by the Secretary to 75 percent of amounts actually paid by 
the owner on construction costs. Thus, the Secretary will never 
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pay out insurance in excess of 75 percent of the value then in the vessel 
as reflected in construction costs already paid. 

The bill would amend the existing law so as to allow the Secretary 
to pay as insurance the full amount of principal and interest on an 
insured loan or mortgage in any case where the owner has deposited 
with the Secretary in an escrow fund an amount equal to the difference 
between the principal of the loan or mortgage and 75 percent (or 87% 
percent) of construction costs already paid, plus interest on that 
amount for the escrow period. 


NEED FOR THE LEGISLATION 


The present limitation on insurance payable has created no problem 
where the owner obtains his construction funds through private place- 
ments. There, the lender can advance the funds only as they are 
needed to pay construction costs, and under such an arrangement 
the insurance payable at any given time corresponds with the amount 
then Sieented. 

Experience indicates, however, that public bond issue financing 
offers substantially lower interest rates than do private placements. 
The present limitation on insurance payavle does create a serious 
oostacle to resort to puvlic issue financing because it is not feasible 
to float a public issue in installments to correspond with progress pay- 
ments to the shipyard. Instead, the entire issue must usually be sold 
before all costs are paid. In such circumstances, the insurance pay- 
able would not under present law cover the entire bond issue. 

The consequence of the bond issue not being fully secured by in- 
surance payable is to increase the cost of the borrowing to the owner 
which, to the extent reflected in an increased interest rate, also in- 
creases the Government’s contingent lia ility as insurer. This is so 
for a variety of reasons. The bond issue cannot qualify for the 
exemption from registration provided in section 3(a)(2) of the Securi- 
ties Act (15 U.S.C. 77(c)(a)(z)) for Government-guaranteed securities. 
It cannot qualify as an obligation of the United States which national 
banks (15 U.S.C. 24), Federal Reserve System member banks (12 
U.S.C. 335) and other regulated investors can purchase. And it is 
not, of course, as attractive to private investors. 


EFFECT OF THE BILL 


The bill would permit the owner to float a public bond issue fully 
secured by insurance payable without in any way increasing the Gov- 
ernment’s insurance risk. Insurance can be made fully payable at 
the time the issue is sold only if there is deposited in escrow with the 
Secretary of Commerce the proceeds of the issue in excess of 75 per- 
cent (or 87% percent) of amounts already paid against construction 
cost, together with other funds sufficient to pay interest on such de- 
posited proceeds for the escrow period. 

The funds so deposited in escrow are to be disbursed only (1) to pay 
construction costs, (2) to pay the insurance in event of default, or (3) 
to redeem bonds. Although the bond issue is fully secured, principal 
and interest, by insurance payable, the effect of this escrow fund is to 
confine the Government’s insurance risk, as it is under existing law, to 
the payment of insurance against 75 percent (or 87% percent) of 
construction costs actually paid. 
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In order to avoid undue loss to the owner through having his 
interest-bearing borrowed funds deposited in the escrow account, the 
Secretary is authorized to invest them in marketable interest-bearing 
obligations of the United States with such maturities as are consistent 
with the purposes of the escrow arrangement. Income realized upon 
such investments is to be paid to the owner. 

Other provisions of the bill authorize the Secretary to make a 
charge for services in connection with the escrow fund in lieu of an 
insurance premium charge for so much of the insurance as is free of all 
risk by reason of amounts on deposit in the escrow fund. 


SUMMARY OF DEPARTMENTAL RECOMMENDATIONS 


The Department of Commerce recommended enactment of the bill 
with two proposed amendments which were adopted by your com- 
mittee. One would restrict the insurance charge to the amount of 
insurance not protected by the escrow deposit. 

The other proposed amendment would confine the Secretary’s au- 
thority to invest the escrow fund to marketable interest-bearing obli- 
gations of the United States, eliminating those of Federal agencies 
and those fully guaranteed and/or insured by the United States. 

This second amendment was adopted by your committee because 
the evidence received at a hearing on this legislation indicated that 
the securities of Federal agencies and securities insured by the United 
States would not at this time yield substantially greater income than 
direct obligations of the United States. However, at some future 
time it might be advisable to amend this provision in order that the 
Secretary of Commerce be allowed to invest in securities of Federal 
—e or securities fully insured and/or guaranteed by the United 

tates. 

The Comptroller General suggested several changes of a clarifying 
nature rather than substantive 1mendments. Your committee care- 
fully examined each of the suggestions, adopting those that would 
facilitate the administration of the bill herein reported. 


AGENCY COMMENTS 


Letter from General Accounting Office is attached. 
Department of Justice did not care to comment. 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, June 17, 1959. 
B-115403. 
Hon. Warren G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 
Dear Mr. CuarrMan: Your letter dated June 12, 1959, acknow- 
ledged June 15, requested our comments on S. 2148, 86th Congress. 
S. 2148 would amend title XI of the Merchant Marine Act, 1936, as 
amendcd, to permit the Secretary of Commerce to accept, and act as 
escrow agent in connection with, moneys borrowed by vessel operators 
to facilitate the financing of construction, reconstruction or recon- 
ditioning of vessels. Additionally, the bill would direct the Secre- 
tary to disburse principal and interest to shipbuilders and lenders and, 
in case of] default by borrowers, to pay loan or mortgage insurance in 
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amounts based upon sums paid by or for the account of the vessel 
operator plus the amounts representing principal and interest in the 
escrow account at time of default. 

We understand that the request for this legislation arises as a result 
of our decision of April 27, 1959, B-135884, to the Maritime Ad- 
ministrator, in which we advised that there was no authority under 
existing law for the Secretary of Commerce, acting through the Mari- 
time Administration, to assume the additional duties and responsi- 
bilities of an escrow agent or trustee of funds accruing from the public 
sale of bonds issued by vessel operators to finance the construction of 
new vessels. A copy of our decision in that case is enclosed. 

Whether legislation should now be enacted to specifically authorize 
the assumption of such additional duties and responsibilities would 
appear to involve consideration of the following primary questions of 
policy: 

1. The insurance of loans and mortgages financed by the sale of 
bonds to the public, with a private trust company acting as trustee 
of the proceeds of such sale, is presently authorized under title XI of 
the act. Should the Government now enter this field of private 
business activity? 

2. The bill contemplates savings to vessel operators resulting prin- 
cipally from interest rates lower than the rates obtainable if bonds are 
issued with a private banking institution acting as escrow agent. If 
this is true, would the amount of such savings justify the assumption 
of fiduciary duties and responsibilities by the United States? 

3. One anticipated result of the proposed escrow arrangement is 
to increase the marketability of bonds, which are issued subject to 
such arrangement, by making such bonds fully insured and/or guar- 
anteed by the Government. As such, the bonds apparently would 
not be subject to the restrictions imposed by 12 U.S.C. 24 and 12 
U.S.C. 335, and such bonds would be available for unrestricted invest- 
ment by national banks and by member banks of the Federal Reserve 
System. Should the number and types of this class of investments 
be increased by enactment of the legislation now proposed? 

4. Since no insurance obligation on the part of the United States 
is contemplated under the bill until such time as the proceeds from 
sale of bonds are deposited in escrow with the Secretary of Commerce, 
can such bonds, uninsured at the time of sale, properly be classified 
and sold as Government-insured bonds? 

In view of the above questions of policy, we make no recommenda- 
tion with respect to enactment of S. 2148. However, in the event 
these questions are decided in the affirmative, we would like to offer 
the tellowine comments for your additional consideration. 

Lines 7 and 8, page 1, of the bill would amend the present restric- 
tion on the amount of insurance payable at default in section 1101(f) 
by adding “in respect of the unpaid balance of the principal of a 
mortgage or loan.’””’ We have no information relative to the purpose 
to be served by the amendment, and, in view of the specific provisions 
in the remaining portions of the bill for payment of insurance in 
excess of the section 1101(f) restriction where an escrow fund is held 
by the Secretary of Commerce, we question the necessity for this 
amendment and suggest that it be deleted. 

As indicated above, we understand the request for this legislation 
is based upon, and limited to, the need for depositing the proceeds 





AMEND TITLE XI OF THE MERCHANT MARINE ACT 5 


of bonds sold to the public in escrow with the Secretary of Commerce. 
However, the provisions. of section 1111(a), as proposed by section 2 
of the bill, are not so ligmted and, consequently, may be interpreted 
to authorize the establiment of escrow accounts under all types of 
borrowings. In view thereof, you committee may wish to add the 
phrase ‘which are financed by sale of bonds to the general public,” 
ee following the word “‘mortgages,” in line 13, page 2, of 
the bill. 

We assume that the word “thereon” in line 21, page 2, of the bill 
refers to the full amount of the mortgage or loan, even though a por- 
tion of such amount may be retained by the borrower under proposed 
section 1111(a) instead of being deposited into the escrow fund. If 
so, we suggest that the phrase “on the full amount of the loan or 
mortgage” be substituted for the word ‘‘thereon.”’ 

Section 1111(b), as proposed by the bill would require the Secretary 
of Commerce to pay interest and principal as specified in the escrow 
agreement. Assuming bonds were issued and sold to the public under 
a trust indenture it would appear that the Secretary ould be required 
by the terms of the escrow agreement to make interest payments 
either directly to the individual bondholders or to the trustee named 
in the trust indenture. Payment of interest to the individual bond- 
holders under several hundred potential escrow accounts could result 
in a considerable administrative burden. Additionally, under the 
provisions of section 1101(d) it would appear that no direct obligation 
on the part of the United States to bondholders was intended under 
title XI. In the interest of clarification it is therefore suggested that 
section 1111(b) be amended to either specifically direct payment of 
interest to the trustee or to the individual bondholders. 

The phrase “‘subject to the application of mortgage provisions con- 
templated by section 1104(a)(10) of this Act” in lines 9 through 11, 
page 3, apparently refers to that portion of section 1104(a)(10) 
which authorizes the insertion of a provision in mortgages on com- 
= passenger vessels under whicli the sole recourse by the United 

tates against the mortgagor in the event of default shall be limited 
to repossession of the vessel. The effect of the above-quoted pro- 
vision would be to extend the sole recourse provision of section 1104 
(a)(10) to insured loans during the construction period of a passenger 
vessel. In the event of default during the construction of a passenger 
vessel, such sole recourse provision would therefore operate to preclude 
“any amount becoming due to the Secretary of Commerce fiom the 
borrower or mortgagor with respect to the insured loan or mortgage”’ 
under subsection 1111(b)(i). Guihinndine under subsection 1111 
(b) (ii) all amounts remaining in the escrow account at time of default 
would be payable to the borrower or mortgagor and would not be 
available to discharge the Government’s obligations under the insur- 
ance contract. We fail to see any valid reason why amounts remain 
ing in the escrow account at time of default should be returned to 
the mortgagor, rather than set off against payment of the insurance 
obligation. We therefore suggest that the phrase quoted above be 
deleted from section 1111(b). 

With respect to section 1111(d) it is our opinion that moneys in 
escrow should be deposited in the Treasury and should be invested 
in the same manner as the Federal ship mortgage insurance fund as 

rescribed in section 1102. We therefore suggest that section 1111(d) 
e amended to read as follows: 
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“(d) Escrow funds received by the Secretary of Commerce under 
this section shall be deposited in the Treasury and may be invested in 
bonds or other obligations of, or guaranteed as to principal and inter- 
est by, the United States.”’ 

We believe that the authority granted under section 1111(f) is 
broader than necessary or intended and could well result in the 
Government incurring liabilities in excess of those intended by sec- 
tion 1111. We therefore suggest that the phrase “may consider 
necessary to fully protect the interests of the United States” be sub- 
stituted for the word “prescribes” in line 18, page 4. 

While we are in agreement with the proposal in section 4 of the bill 
authorizing the Secretary of Commerce to charge and collect for 
services in connection with the escrow fund, your Committee may wish 
to consider the desirability of raising the present ceiling of one-half 
of 1 percent for service charges which is contained in section 1104(e) 
to correspond with and compensate for the additional services con- 
templated by S. 2148. 

Sincerely yours, 
Frank H. WerrTzet, 
Assistant Comptroller General of the United States. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, and existing law in 
which no change is proposed is shown in roman): 


Titte XI—FeEpERAL SHip MortGace INSURANCE 


Sec. 1101 
(a) * * * 
(b) * * * 
(c) *x* * * 

*x* * * 
@ 33% 


[(f) The term ‘actual cost” of a vessel as of any specified date 
means the aggregate as determined by the Secretary of Commerce 
of (i) all amounts paid by or for the account of the mortgagor or 
borrower on or before that date, and (ii) all amounts which the 
mortgagor or borrower is then obligated to pay from time to time 
thereafter, for the construction, reconstruction, reconditioning (in- 
cluding designing, inspecting, outfitting, and equipping) of such 
vessel: Provided, That in no event shall the Secretary of Commerce 
pay as insurance under this title an amount in excess of 75 per centum, 
or 87% per centum, as the case may be, of the amount paid by or for 
the account of the mortgagor or borrower for the construction, 
reconstruction, or reconditioning (including designing, inspecting, 
outfitting, and equipping) of such vessel.] 

(f) That in no event shall the Secretary of Commerce pay as insurance 
under this title in respect of the unpaid balance of the principal of a mort- 
gage or loan an amount in excess of 75 per centum, or 87% per centum, as 
the case may be, of the amount pard by or for the account of the mortgagor 
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or borrower for the construction, reconstruction, or reconditioning (includ- 
ing designing, inspection, outfitting, and equipping) of such vessel, except 
that if the mortgagor or borrower creates an escrow fund as authorized by 
section 1111 of this Act, the amount that shall be paid as insurance is the 
interest on and the unpaid balance of the principal of such loan or 
mortgage. 

suc. 1102 * * * 

Seo. 1103 * * * 

Sec. 1104 


(a) * * * 
b) x * * 
(c) * * * 


(d) The Secretary of Commerce is authorized to fix a premium 
charge for the insurance of mortgages and loans under this title. In 
the case of any mortgage insured under section 1103(a) (46 U.S.C. 
1273(a)), such charge shall not be less than one-half of 1 per centum 
per annum nor more than 1 per centum per annum of the average 
principal amount of the mortgage outstanding, excluding the average 
amount (except interest) on deposit in an escrow fund created under sec- 
tion 1111 of this Act. In the case of loans insured under section 1103(b) 
(46 U.S.C. 1273 (b)), such charge shall not be less than one-quarter of 
1 per centum per annum nor more than one-half of 1 per centum per 
annum of the average principal amount of the loan outstanding, exclud- 
ing the average amount (except interest) on deposit in an escrow fund 
created under section 1111 of this Act. Premium payments shall be 
made when moneys are first advanced under the mortgage or loan 
agreement and on each anniversary date thereafter. All such pre- 
mium charges shall be computed and shall be payable to the Secre- 
tary of Commerce under such regulations as the Secretary of Commerce 
may prescribe. 

(e) The Secretary of Commerce shall charge and collect such 
amounts as he may deem reasonable for the investigation of applica- 
tions for insurance, for the appraisal of properties offered for insur- 
ance, for the issuance of commitments, for services in connection with 
the escrow fund authorized by section 1111 and for the inspection of such 

roperties during construction, reconstruction, or reconditioning: 

rovides, That such charges shall not aggregate more than one-half 
of 1 per centum of the original principal amount of the mortgege or 
loan to be insured. Unless otherwise agreed, the charge for any such 
services shall be paid by the mortgagor or the borrower. 

(f) * * * 

Sec. 1105 

Sec. 1106 

Sec. 1107 

Sec. 1108 * 

Sec. 1109 * 

Suc. 1110 * * * 

1111. (a) Creation or THE Escrow Funp. In connection with the 
insurance of loans and mortgages, which are financed by sale of bonds to 
the general public the Secretary of Commerce is authorized to accept a 
deposit in escrow in an amount which at the time of such deposit is 
equal to (i) the excess of the vrincipal of such loan or mortgage over 
75 per centum, or 87% per centum, as the case may be, of the amount 
paid by or por the account of the mortgagor or borrower for the construc- 


* & * 


* * 
* * 
* * 
* * 
* 


* 
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tion, reconstruction, or reconditioning (including designing, inspection, 
outfitting, and equipping) of the vessel, (it) with interest thereon for the 
period of the escrow agreement. 

(6) Dispursement Prior ro TERMINATION OF THE Escrow AGREE- 
MENT.—The Secretary of Commerce shall, as specified in the escrow 
agreement, disburse the escrow fund to pay amounts the mortgagor or 
borrower is obligated to pay as interest on such loan or mortgage or for 
the construction, reconstruction, or reconditioning (including designing, 
inspecting, outfitting and equipping) of the vessel, except that if insurance 
becomes payable under the insurance contract prior to the termination 
of the escrow agreement, all amounts in the escrow fund at the time such 
insurance becomes payable (including realized income which has not yet 
been paid to the borrower or mortgagor) shall, subject in the case of insur- 
ance on a mortgage to the application of mortgage provisions contemplated 
by section 1104(a)(10) of this Act, be paid into the Federal Ship Mort- 
gage Insurance Fund and (i) be credited against any amounts due or to 
become due to the Secretary of Commerce from the borrower or mortgagor 
with respect to the insured loan or mortgage and (ii) to the extent not so 
required, be paid to the borrower or mortgagor. 

(c) DispursemMeENT Upon Terminarion oF THE Escrow AGREE- 
MENT.—If insurance has not become payable under the insurance contract 
prior to the termination of the escrow agreement, any balance of the 
escrow fund at the time of such termination shall be disbursed by the 
Secretary of Commerce to prepay the excess of the principal of the loan 
or mortgage over 75 per centum, or 87% per centum, as the case may be, 
of the actual cost of the vessel to the extent paid, and to pay interest on 
such prepaid amount of principal, and the remainder of such balance of 
the escrow fund shall be paid to the borrower or mortgagor. 

(d) Investment or THE Escrow Funp.—The Seere tary of Commerce 
may invest and reinvest all or any part of the escrow fund in obligations of 
the United States with such maturities that such fund will be available as 
required for purposes of the escrow agreement. 

(e) Income on THE Escrow Funp.—Any income realized on the 
escrow fund shall, upon receipt by the Secretary of Commerce, be paid to 
the borrower or mortgagor. 

(f) Ornzer Trerus.—The escrow agreement shall contain such other 
terms as the Secretary of Commerce may consider necessary to fully 
protect the interests of the United States. 
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86TH CoNGRESS SENATE REpPorT 
1st Session No. 451 





AUTHORIZING THE ATTORNEY GENERAL TO COMPEL THE 
PRODUCTION OF DOCUMENTARY EVIDENCE REQUIRED IN 
CIVIL INVESTIGATIONS FOR THE ENFORCEMENT OF THE 
ANTITRUST LAWS 


June 29, 1959.—Ordered to be printed 


Mr. Kerauver, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 716] 


The Committee on the Judiciary, to which was referred the bill 
(S. 716) to authorize the Attorney General to compel the production 
of documentary evidence required in civil investigations for the 
enforcement of the antitrust laws, and for other purposes, having 
considered the same, reports favorably thereon, with amendments, 
and recommends that the bill, as amended, do pass. 


AMENDMENTS 


Amendment No. 1: On page 3, line 17, after the word “entity” 
insert the words ‘‘not a natural person’’. 

Amendment No. 2: Strike all of subparagraph (e), beginning on 
page 5, line 15, and ending on page 6, line 8, and insert in lieu thereof 
the following: 


(e) Service of any such demand or of any petition filed 
under section 5 of this Act may bemade upon a partnership, 
corporation, association, or other legal entity by— 

(1) delivering a duly executed copy thereof to any 
partner, executive officer, managing agent, or general 
agent thereof, or to any agent thereof authorized by 
appointment or by law to receive service of process on 
behalf of such partnership, corporation, association, or 
entity; or 

(2) delivering a duly executed copy thereot to the 
principal office or place of business of the partnership, 
corporation, association, or entity to be served; or 

(3) depositing such copy in the United States mails, 
by registered or certified mail duly addressed to such 

84006 
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partnership, corporation, association, or entity at its 
principal office or place of business. 


Amendment No. 3: On page 8, line 3, after the words “antitrust 
agency” insert the following: 


, provided nothing herein shall prevent the Attorney General 
from making available the material so produced for examina- 


tion by the Committee on the Judiciary of each house of the 
Congress. 


Amendment No. 4: On page 9, line 3, strike the letter ‘“‘e” in 
parentheses and insert in lieu thereof the letter “‘c’’. 


PURPOSE OF THE AMENDMENTS 


Amendment No. 1 removes natural persons from application of the 
bill by excluding natural persons from the definition of the term 
“person” in section 1(g). In order that section 3(e), providing for 
service of civil demands, be adapted to the change in the definition 
of “person” to whom the bill is made applicable, subparagraph (e) 
is amended for that purpose. 

Before amendment, the bill would have prohibited documentary 
material obtained by the Attorney General under the powers provided 
in the bill being made available by the Attorney General to a com- 
mittee of Congress, regardless of the need for such availability to a 
committee of Congress or the desire of the Attorney General to make 
such material available. The bill, as amended, removes this pro- 
hibition against the Attorney General’s right to make such material 
available to the Judiciary Committees of the Congress in proper 
cases as is permitted under present law with respect to other infor- 
mation in the possession of the Attorney General or the Department of 
Justice. 

Line 3, page 9, refers to subsection (e) of the bill whereas the refer- 
ence should have been to subsection (c) of the bill. Amendment No. 4 
corrects this erroneous reference by substituting (c) for (e). 


PURPOSE 


The purpose of the proposed legislation, as amended, is to enable 
the Attorney General or the Assistant Attorney General in charge of 
the Antitrust Division of the Department of Justice to obtain docu- 
raentary evidence needed in civil investigations for the enforcement of 
the antitrust laws in civil cases. 

To accomplish this the legislation would give to the Attorney Gen- 
eral or the Assistant Attorney General in charge of the Antitrust 
Division the authority to issue a civil investigative demand requiring 
any person, other than a natural person, to produce documentary 
material for examination whenever he has reason to believe that any 
person may be in possession, custody, or control of such material 
pertinent to any civil antitrust investigation. The legislation would 
require such a demand to be in writing and to set forth the nature of 
the conduct constituting the alleged antitrust violation which is under 
investigation and the applicable provision of law; to describe the 
documentary material to be produced under the demand with such 
definiteness and certainty as to permit such material to be fairly 
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identified ; to prescribe a return date for compliance with the demand 
which would provide a reasonable period of time for the assembling 
and production of the material; and to identify the custodian desig- 
nated in the Department of Justice to whom such material is to be 
delivered and the place at which the delivery is to be made. 

The bill provides that the demand may be tested in a district court 
for the district in which the office of the custodian designated in the 
demand is situated by the filing in such court of a petition for an order 
of such court modifying or setting aside such demand. The reason- 
ableness of the demand would be determined upon the same test as 
the reasonableness of the requirements contained in a subpena duces 
tecum issued by a court of the United States in aid of a grand jury 
investigation of such alleged antitrust violations. The demand may 
not require the production of any material which would be privileged 
from dinclniiwe if the same material was demanded by a subpena 
duces tecum in aid of a grand jury investigation of such alleged anti- 
trust violations. 

The proposed legislation provides for service of the civil demand 
and return of service in manners similar to that provided for service 
of complaints in civil cases in Federal district courts. 

The Assistant Attorney General in charge of the Antitrust Divi- 
sion would be required to designate an antitrust investigator as cus- 
todian of the documents required to be produced under any civil 
demand. Responsibility for the physical possession and control of 
the documents after delivery until they are returned to the person 
by whom they were produced is placed on the custodian designated 
in the civil demand, or his designated successor. While in the cus- 
todian’s possession the material may be made available only to a 
duly authorized officer, member, or employee of the Department of 
Justice or any antitrust agency and to the person who produced such 
material or any duly authorized representative of such person, but 
nothing in the bill shall prevent the Attorney General from making 
available the material for examination by the Committee on the 
Judiciary of each House of the Congress. Such material may be 
used before any court, grand jury, or antitrust agency in any case 
or proceeding involving any alleged antitrust violation. Upon the 
conclusion of any such case or proceeding, such documents produced 
(not including copies made by the Department of Justice) which 
have not passed into the control of such court, grand jury, or anti- 
trust agency through the introduction thereof into the record of such 
case or proceeding, shall be returned by the custodian to the person 
who produced the documents. If no case or proceeding has been 
instituted within a reasonable time after completion of the examina- 
tion and analysis of all evidence assembled in the course of such 
investigation, the person producing the documentary evidence may 
demand in writing the return of all documents so produced by such 
person. 

The bill provides for the enforcement of civil investigative demands. 
Whenever any person fails to comply with such a demand duly served 
upon him, the Attorney General may file in the district court of the 

nited States for any district in which such person resides, is found, 
or transacts business, a petition for an order of such court for the en- 
forcement of such demand, and any final order entered by the district 
court shall be subject to appeal pursuant to section 1291 of title 28 of 
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the United States Code. Disobedience to any final order entered by 
the court shall be punished as a contempt thereof. The bill also pro- 
vides that the duties of the custodian of any documentary material 
delivered by any person in compliance with such a demand may be 
enforced by such person by the filing of a petition in the district court 
for the district within which the office of such custodian is situated for 
an order of such court requiring the performance by such custodian 
of any duty imposed upon him by the bill. 

Any obstruction of the antitrust civil process as provided in the pill 
would be punishable by a fine of not more than $5,000, or imprison- 
ment for not more than 5 years, or both. This is accomplished in the 
bill by amending chapter 73 of title 18 of the United States Code 
(relating to obstruction of justice). This amendment would require 
that the onstruction be done with “intent to avoid, evade, prevent, or 
obstruct compliance in whole or in part, by any person with any civil 
investigative demand’’ made pursuant to this bill. 


STATEMENT 


The Subcommittee on Antitrust and Monopoly of the Committee 
on the Judiciary held public hearings on the proposed legislation on 
March 3, 1959, and held the record open after those hearings until 
March 21, 1959, for the filing of statements of interested persons and 
organizations. 

History 


Legislation similar to that provided in this bill has been recom- 
mended in the Economic Reports by the President to the last three 
Congresses.! It was again recommended in the “Economic Report 
of the President” to the present Congress. In its second progress 
report, issued December 31, 1958, the Cabinet Committee on Small 
Business reiterated its support of legislation giving powers similar 
to those provided in this bill to the Attorney General which it had 
first approved in its progress report of August 7, 1956, at page 9. 

Bills to carry out these recommendations were presented i in the 
84th and 85th Congresses.2 Neither of these bills was acted upon. 
The Attorney General, in letters under date of February 3, 1959, to 
the Vice President as presiding officer of the Senate and the Speaker 
of the House, recommended that legislation be passed authorizing 
the Attorney General to make civil investigative demands for the 
production of evidence in civil antitrust cases in order to strengthen 
the antitrust laws. Pursuant to the recommendation of the ad- 
ministration, Senator Alexander Wiley introduced bill S. 1003 which 
is similar to S. 716 in providing authority to the Attorney General 
to obtain documentary evidence in civil antitrust investigations by 
the use of civil investigative demands. 

In public hearings before the Antitrust and Monopoly Subcommit- 
tee of the Senate Judiciary Committee on August 5, 1958, Judge 
Victor R. Hansen, Assistant Attorney General in charge of the Anti- 
trust Division, testified that the antitrust laws and their enforcement 
would be greatly strengthened by the passage of legislation affording 
such authority to the Attorney General. Judge Hansen further tes- 
tified that he would be satisfied with either of the two bills. The 


1“Economic Report of the President,” January 1956, p. 79; January 1957, p. 51; January 1958, p. 64, 
2“Economic Report of the President, ™ January 1959, p. 
3 H.R. 7309, 84th Cong., 1st sess., and 8. 2129, 85th Gone, 2d sess, 
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Chairman of the Federal Trade Commission stated that authority 
such as that provided in this legislation is not only essential to properly 
prepare complaints but its exercise is in the public interest in avoiding 
the precipitous issuance of complaints in instances where fuller devel- 
oped facts show that complaints would not be warranted. He further 
stated that— 


The Commission is therefore of the opinion that it would be 
desirable to afford the Department of Justice the authority 
to issue civil investigative demands for the production of 
documentary evidence. 

Need for such legislation 


Under existing law, when the Department of Justice believes that 
the antitrust laws are being violated and that a civil case is more 
appropriate than criminal prosecution, and further facts whith respect 
to the violation are needed, it must follow one of four courses. It 
may undertake to obtain the cooperation of prospective violators in 
agreeing to furnish evidence against themselves. This is an unsatis- 
factory method of enforcement since it leaves the public interest in the 
enforcement of antitrust laws subject to the will of violators of those 
laws. The Department may hold a grand jury investigation to obtain 
evidence to be used in acivilcase. This appears to be a harsh method 
for the procurement of civil evidence in the enforcement of the anti- 
trust laws. In addition to the delay and inconvenience for the Gov- 
ernment, there may be embarassment and stigma caused by the 
Department being required to use grand jury process for the develop- 
ment of civil evidence. Third, the Attorney General could request 
the Federal Trade Commission to conduct an investigation in order to 
obtain the evidence upon which the Department of Justice would 

roceed in a civilcase. It is clear that the consistent use of this means 

y the Department of Justice to enforce the antitrust laws in civil 
cases would entail delay in action by the Department and greatly 
encumber the work of the Federal Trade Commission, as well as dis- 
rupt the orderly use by the Federal Trade Commission of its staff and 
funds. 

Without the authority provided in this legislation, the Department 
must use one of the above unsatisfactory methods of obtaining 
evidence or be placed in the position of filing a civil complaint without 
sufficient prior information as to the exact nature of the violations 
and without certainty that sufficient evidence existed to enable a 
successful prosecution of a civil case. After the filing of such a civil 
complaint, resort could be had to compulsory discovery process under 
the Federal Rules of Civil Procedure, such as interrogatories, motions 
to produce documents, depositions, etc. The Rules of Civil Pro- 
cedure, however, do not come into play until after the complaint is 
filed. 

The Attorney General’s National Committee To Study the Anti- 
trust Laws, in its report on March 31, 1955, page 345, stated: 


The problem is, therefore, to devise a precomplaint civil 
discovery process for use where civil proceedings are initially 
contemplated and voluntary cooperation by those under 
investigation fails. 


In discussing the need for legislation such as that provided in this 
bill, the Attorney General’s committee recognized that antitrust cases 
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are usually extensive and complicated cases. Such cases often involve 
large and complicated industries and extensive dealings in those 
industries. Effective enforcement necessarily requires extensive 
factual information and knowledge of the industry and the conduct 
within the industry before suit is filed. At pages 343-345 the report 
of the committee states: 


The inevitable generality of most statutory antitrust 
prohibitions renders facts of paramount importance. Ac- 
cordingly, effective enforcement requires full and compre- 
hensive investigation before formal proceedings, civil or 
criminal, are commenced. Incomplete investigation may 
mean proceedings not justified by more careful search and 
study. Public retreat by the prosecutor may then be 
difficult, if not impossible, and the result may be a futile 
trial exhausting the resources of the litigants and increasing 
court congestion. Thus the adequacy of investigatory 
processes can make or break any enforcement program. 

* * * * * 


Thus the Department cannot utilize them [Rules of Civil 
Procedure] to determine whether institution of formal pro- 
ceedings is warranted. Moreover, the filing of a skeleton 
complaint in hopes that the Federal rules’ discovery pro- 
cedures will unearth facts essential to a valid accusation is 
unwise. For we agree with the Judicial Conference of the 
United States that no plaintiff, including the Government, 
may “pretend to bring charges in order to discover whether 
actual charges should be brought.” * These rules ‘‘were not 
intended to make the courts an investigatory adjunct to the 
Department of Justice.” ® 


The proposed legislation would place the Department of Justice in 
osition to obtain such evidence as would be available. Upon the 
asis of such evidence it could determine whether the belief which the 

Attorney General had that there had been a violation of the antitrust 
laws was in fact well founded or that no case should be filed. Thus 
the statement of the Judicial Conference of the United States that no 
plaintiff, including the Government, may “pretend to bring charges 
in order to discover whether actual charges should be brought” could 
be met without detriment to the enforcement of the antitrust laws in 
civil cases. It is evident that the effects of the bill would be to expedite 
the obtaining of proper information necessary to a determination of 
whether charges should be brought without increasing court congestion 
and unnecessary expenses to parties who are believed to have violated 
the antitrust laws. We accept the conclusion of the Judicial Con- 
ference that present civil investigative machinery is inadequate for 
effective antitrust enforcement.® 

The Federal Trade Commission has had similar discovery power 

oe the passage in 1914 of the Federal Trade Commission Act (secs. 

6 and 9). 
It appears to this committee that S. 716, as amended, would 
be effective legislation in meeting the problem recognized by the 
4 Judicial Conference of the United States, “Report on Procedures in Antitrust and Other Protracted 


Cases,” 13 F.R.D. 62, 67 (1951). 
5Id., at p. 67. 
* Ibid. 
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President, the Judicial Conference and the Attorney General’s 
National Committee. 

The bill would provide ample power to the Attorney General and the 
Assistant Attorney General in charge of the Antitrust Division to 
obtain the evidence from any legal entity which is believed to be in 
possession of evidence of a violation of the antitrust laws for the pur- 

ose of investigating and prosecuting civil violations in civil cases. 

his legislation would give adequate court remedies to both the 
Government and those upon whom civil investigative demands are 
served. The rights of those who produce documents pursuant to 
such demands and the preservation of their material are fully pro- 
tected by the provisions of the bill and the enforcement of those rights 
is assured through proper court action. The civil demands may not 
go further than the Government could go in subpenas duces tecum 
issued in aid of grand jury investigations, thereby protecting those to 
whom civil demands are issued against any unlawful search and seizure 
by the Government. The validity of the demands made by the 
Attorney General or the Assistant Attorney General can be examined 
and determined in the courts whenever any person upon whom such 
a demand has been served believes that his constitutional or other legal 
rights have been violated or that the terms of the civil demand are 
unreasonable. 

The committee is in agreement with the Department of Justice and 
the Federal Trade Commission that necessary authorization be given 
to the Attorney General to compel the production of documentary 
evidence required in civil investigations for the enforcement of the 
antitrust laws. The committee believes that the approach taken by 
this legislation will aid materially in enforcement of the antitrust 
laws. Accordingly, the committee recommends favorable consider- 
ation of S. 716, as amended. 

Attached hereto and made a part hereof is the report submitted by 
the Federal Trade Commission in connection with this proposed 
legislation. 





FEDERAL TRADE CoMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, March 3, 1959. 
Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 

Dear Mr. CuatrMan: This is a report upon S. 716 and S. 1003, 
86th Congress, Ist session, bills to authorize the Attorney General to 
compel the production of documentary evidence required in civil in- 
vestigations for the enforcement of the antitrust laws, and for other 
purposes. 

It is our understanding that the Atterney General has recommended 
such legislation because of a present lack of authority to compel the 
production of documents during the investigative or precomplaint 
stage of civil antitrust proceedings. 

Neither bill would amend any of the laws administered by the 
Federal Trade Commission, and the Commission is obviously not in 
& position to discuss the detailed requirements of the Department of 
Justice for investigatory authority preliminary to the institution of 
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antitrust proceedings. At the same time, the Commission, by virtue 
of its experience in enforcing the Federal Trade Commission and 
Clayton Acts and the other acts which it administers, fully recognizes 
the necessity for adequate investigatory powers prior to issuance of 
complaint. 

Such authority is not only essential to properly prepare complaints 
and undertake the formal presentation of cases, but its exercise is 
also in the public interest in avoiding the precipitous issuance of 
complaints in instances where the facts, when fully developed, show 
that complaints would not be warranted. The Commission is there- 
fore of the opinion that it would be desirable to afford the Department 
of Justice the authority to issue civil investigative demands for the 
production of documentary evidence. 

The Commission, however, is strongly opposed to the provisions 
of section 4(a) of S. 1003 to the effect that no documentary material 
secured by civil investigative demand may be made available, nor 
the contents disclosed, to any person other than an authorized 
employee of the Department of Justice. Such a prohibition would 
completely disrupt the current cooperative practices of the Depart- 
ment of Justice and the Federal Trade Commission to exchange 
information with each other and to allow the other to inspect, copy, 
and use evidence other than that secured by grand jury subpena. 

In addition, there are instances where one agency may initiate and 
develop an investigation to the point where it is mutually determined 
that it would be more appropriate for the other agency to proceed 
with the case. Section 4 (a), as presently drafted, would prevent the 
Department of Justice from turning over pertinent materials procured 
by means of civil investigative demand to the Federal Trade Com- 
mission in such a situation. 

Antitrust prosecutions often require the development of voluminous 
factual materials pertaining to the particular respondents or to an 
entire industry. Much of this data may be historical in nature. Both 
the Department of Justice and the Federal Trade Commission have 
developed a considerable amount of such evidentiary material which 
at the time of requirement may not be available from any other source. 
Further, to preclude one agency from utilizing the evidence secured by 
the other would require the duplication of investigative effort and 
expense. 

The Commission, therefore, opposes the present restrictive provi- 
sions of section 4(a) of S. 1003 as hampering the administration and 
enforcement of the antitrust laws and needlessly requiring the duplica- 
tion of investigative effort and expense. Recommendation is therefore 
made that the words “‘or any antitrust agency” be inserted after the 
words “‘Department of Justice’’ in lines 8 and 16 of page 5 of the bill. 


In view of time schedules, this report has not been submitted in 
advance to the Bureau of the Budget. 


By direction of the Commission: 
JoHn W. Gwynne, Chairman. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of Rule XXIX of the Standing 
Ruels of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
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enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman). 


DEFINITIONS 


Src. 2. As used in this Act— 

(a) The term “antitrust law’’ includes: 

(1) Each provision of law defined as one of the antitrust laws by 
section 1 of the Act entitled ‘“‘An Act to supplement existing laws 
against unlawful restraints and monopolies, and for other purposes’, 
approved October 15, 1914 (88 Stat. 730, as amended; 15 U.S.C. 
12), commonly known as the Clayton Act; 

(2) The Federal Trade Commission Act (15 U.S.C. 41 and the 
following); 

(3) Section 3 of the Act entitled “‘An Act to amend section 2 of 
the Act entitled ‘An Act to supplement existing laws against un- 
lawful restraints and monopolies, and for other purposes’, approved 
October 15, 1914, as amended (U.S.C., title 15, sec. 13), and for 
other purposes”, approved June 19, 1936 (49 Stat. 1528; 15 U.S.C. 
18a), commonly known as the Robinson-Patman Act; and 

(4) Any statute hereafter enacted by the Congress which prohibits, 
or makes available to the United States in any court or antitrust 
agency of the United States any civil remedy with respect to (A) any 
restraint upon or monopolization of interstate or foreign trade or 
commerce, or (B) any unfair trade practice in or affecting such 
commerce; 

(b) The term “antitrust agency’? means any board, commission, or 
agency of the United States (other than the Department of Justice) charged 
bylaw with the administration or enforcement of any antitrust law or the 
adjudication of proceedings arising under any such law; 

(c) The term “antitrust order” means any final order of any antitrust 
agency, or any final order, decree, or judgment of any court of the United 
eae, duly entered in any case or proceeding arising under any antitrust 

w; 

(d) The term “antitrust investigation” means any inquiry conducted 
by any antitrust investigator for the purpose of ascertaining whether any 
person is or has been engaged in any antitrust violation; 

(e) The term “antitrust violation”? means any act or omission in viola- 
tion of any antitrust law or any antitrust order; 

(f) The term “antitrust investigator” means any attorney or investi- 
gator employed by the Department of Justice who is charged with the 
duty of enforcing or carrying into effect any antitrust law; 

(g) The term ‘‘person” means any corporation, association, partner- 
ship, or other legal entity not a natural person; 

(h) The term ‘“‘documentary material” includes the original or any 
copy of any book, record, report, memorandum, paper, communication, 
tabulation, chart, or other document; and 

(i) The term “custodian” means the antitrust document custodian or 
any deputy custodian designated under section 4(a) of this Act. 


CIVIL INVESTIGATIVE DEMAND 


Szc. 3. (a) Whenever the Attorney General, or the Assistant Attorney 
General in charge of the Antitrust Division of the Department of Justice, 
has reason to believe that any person may be in possession, custody, or 
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control of any documentary material pertinent to any antitrust investiga- 
tion, he may issue in writing, and cause to be served upon such person, 


a civil investigative demand requiring such person to produce such material 
for examination. 


(6) Each such demand shall— 

(1) state the nature of the conduct constituting the alleged antitrust 
violation which is under investigation and the provision of law appli- 
cable thereto; 

(2) describe the class or classes of documentary material to be 
produced thereunder with such definiteness and certainty as to permit 
such material to be fairly identified; 

(3) prescribe a return date which will provide a reasonable period 
of time within which the material so demanded may be assembled and 
produced; 


@) identify the custodian to whom such evidence is to be delivered; 
an 


(5) specify a place at which such delivery is to be made. 
(c) No such demand shall— 

(1) contain any requirement which would be held to be unreason- 
able if contained in a subpena duces tecum issued by a court of the 
United States in aid of a grand jury investigation of such alleged 
antitrust violation; or 

(2) require the production of any documentary evidence which 
would be privileged from disclosure if demanded by a subpena duces 
tecum issued by a court of the United States in ard of a grand jury 
investigation of such alleged antitrust violation. 

(d) Any such demand may be served by any antitrust investigator, or 
by any United States marshal or deputy marshal, at any place within the 
territorial jurisdiction of any court of the United States. 

(e) Service of any such demand or of any petition filed under section 6 
of this Act may be made upon a partnership, corporation, association, or 
other legal entity by— 

(1) delivering a duly executed copy thereof to any partner, exec- 
utive officer, managing agent, or general agent thereof, or to any 
agent thereof authorized by appointment or by law to receive service 
of process on behalf of such partnership, corporation, association, 
or entity; 

(2) delivering a duly executed copy thereof to the principal office 
or place of business of the partnership, corporation, association, or 
entity to be served; or 

(3) depositing such copy in the United States mails, by registered 
or certified mail duly addressed to such partnership, corporation, 
association, or entity at its principal office or place of business. 

(f) A verified return by the individual serving any such demand or 
petition setting forth the manner of such service shall be proof of such 
service. In the case of service by registered or certified mail, such return 
ne . accompanied by the return post office receipt of delivery of such 

eman 


ANTITRUST DOCUMENT CUSTODIAN 


Szc. 4. (a) The Assistant Attorney General in charge of the Antitrust 
Division of the Department of Justice shall designate an antitrust investi- 
gator to serve as antitrust document custodian, and such additional anti- 
trust investigators as he shall determine from time to time to be necessary 
to serve as deputies to such officer. 
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(6) Any person wpon whom any demand issued under section 3 has 
been duly served shall deliver such material to the custodian designated 
therein at the place specified therein (or at such other place as such cus- 
todian thereafter may prescribe in writing) on the return date specified 
in such demand (or on such later date as such custodian may prescribe 
in writing). No such demand or custodian may require delivery of any 
documentary material to be made— 

(1) at any place outside the territorial jurisdiction of the United 
States without the consent of the person upon whom such demand 
was served; or 

(2) at any place other than the place at which such documentary 
material is situated at the time of service of such demand until the 
custodian has tendered to such person (A) a sum sufficient to defray 
the cost of transporting such material to the place prescribed for 
delivery or (B) the transportation thereof to such place at Government 
expense. 

(c) r he custodian to whom any documentary material is so delivered 
shall take physical possession thereof, and shall be responsible for the 
use made thereof and for the return thereof pursuant to this Act. The 
custodian may cause the preparation of such copies of such documentary 
material as may be required for official use by any individual who is en- 
titled, under regulations which shall be promulgated by the Attorney 
General, to have access to such material for examination. While in the 
possession of the custodian, no material so produced shall be available for 
examination, without the consent of the person who produced such material, 
by any individual other than a duly authorized officer, member, or em- 
ployee of the Department of Justice or any antitrust agency, provided 
nothing herein shall prevent the Attorney General from making available 
the material so produced for examination by the Committee on the Ju- 
diciary of each house of the Congress. Under such reasonable terms and 
conditions as the Attorney General shall prescribe, documentary material 
while in the possession of the custodian shall be available for examination 
by the person who produced such material or any duly authorized repre- 
sentative of such person. 

(d) Whenever any attorney has been designated to appear on behalf of 
the United States before any court, grand jury, or antitrust agency im 
any case or proceeding involving any alleged antitrust violation, the cus- 
todian may deliver to such attorney such documentary material in the 
possession of the custodian as such attorney determines to be required for 
use in the presentation of such case or proceeding on behalf of the United 
States. Upon the conclusion of any such case or proceeding, such at- 
torney shall return to the custodian any documentary material so with- 
drawn which has not passed into the control of such court, grand iury, 
or antitrust agency through the introduction thereof into the record of such 
case or proceeding. 

(e) Upon the completion of (1) the antitrust investigation for which 
any documentary material was produced under this Act, and (2) any 
case or proceeding arising from such investigation, the custodian shall 
return to the person who produced such material all such material (other 
than copies thereof made by the Department of Justice, any antitrust 
agency or any committee of the Congress, pursuant to subsection (c)) 
which has not passed into the control of any court, grand jury, or anti- 
trust agency through the introduction thereof into the record of such case 
or proceeding. 
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(f) When any documentary material has been produced by any person 
under this Act for use m any antitrust investigation, and no such case 
or proceeding arising therefrom has been instituted within a reasonable 
time after completion of the examination and analysis of all evidence 
as embled in the course of such investigation, such person shall be entitled, 
upon written demand made upon the Attorney General or upon the 
Assistant Attorney General in charge of the Antitrust Division, to the 
return of all documentary material (other than copies thereof made by 
the Department of Justice or any antitrust agency pursuant to subsection 
(e) so produced by such person. 

(g) In the event of the death, disability, or separation from service in 
the Department of Justice of the custodian of any documentary material 
produced under any demand issued under this Act, or the official relief 
of such custodian from responsibility for the custody and control of such 
material, the Assistant Attorney General in charge of the Antitrust 
Division shall promptly (1) designate another antitrust investigator to 
serve as custodian thereof, and (2) transmit notice in writing to the 
person who produced such material as to the identity and address of the 
successor so designated. Any successor so designated shall have with 
regard to such materials all duties and responsibilities imposed by this 
Act upon his predecessor in office with regard thereto, except that he shall 
not be held responsible for any default or dereliction which occurred 
before his designation as custodian. 


JUDICIAL PROCEEDINGS 


Szc. 5. (a) Whenever any person fails to comply with any civil investi- 
gative demand duly served upon him under section 3, the Attorney General, 
through such officers or attorneys as he may designate, may file, in the 
district court of the United States for any judicial district in which such 
person resides, is found, or transacts business, and serve upon such person 
a petition for an order of such court for the enforcement of such demand, 
except that if such person transacts business in more than one such district 
such petition shall be filed in the district in which such person maintains 
his principal place of business, or in such other district in which such 
person transacts business as may be agreed upon by the parties to such 
petition. 

(6) Within twenty days after the service of any such demand upon any 
person, or at any time before the return date specified in the demand, 
whichever period is shorter, such person may file, in the district court of 
the United States for the judicial district within which the office of the 
custodian designated therein is situated, and serve upon such custodian a 
petition for an order of such court modifying or setting aside such demand. 
Such petition shall specify each ground upon which the petitioner relies 
in seeking such relief, and may be based upon any failure of such demand 
to comply with the provisions of this Act, or upon any constitutional right 
or privilege of such person. 

(c) At any time during which any custodian is in custody or control 
of any documentary material delivered by any person in compliance with 
any such demand, such person may file, in the district court of the United 
States for the judicial district within which the office of such custodian is 
situated, and serve upon such custodian a petition for an order of such 
court requiring the performance by such custodian of any duty imposed 
upon him by this Act. 
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(d) Whenever any petition is filed in any district court of the United 
States under this section, such court shall have jurisdiction to hear and 
determine the matter so presented, and to enter such order or orders as may 
be required to carry into effect the provisions of this Act. Any final order 
so entered shall be subject to appeal pursuant to section 1291 of title 28 of 
the United States Code. Any disobedience of any final order entered 
under this section by any court shall be punished as a contempt thereof. 


CRIMINAL PENALTY 


Sec. 6. (a) Chapter 73 of title 18 of the United States Code (relating 
to obstruction of justice) is amended by adding at the end thereof the follow- 
ing new section: 

“§ 1509. Obstruction of antitrust civil process 

“Whoever, with intent to avoid, evade, prevent, or obstruct compliance in 
whole or in part, by any person with any civil investigative demand made 
under the Antitrust Civil Process Act, willfully removes from any place, 
conceals, withholds, destroys, mutilates, alters, or by any other means 
falsifies any documentary material in the possession, custody or eontrol of 
any person which is the subject of any such demand duly served upon any 
person shall be fined not more than $5,000 or imprisoned not more than 
five years, or both.” 

(b) The analysis to such chapter is amended by imserting at the end 
thereof the following new item: 


“1609. Obstruction of antitrust civil process.” 
SAVING PROVISION 


Sec. 7. Nothing contained in this Act shall impair the authority of 
the Attorney General, the Assistant Attorney General in charge of the 
Antitrust Division of the Department of Justice, or any antitrust investi- 
gator to (a) lay before any grand jury impaneled before any district 
court of the United States any evidence concerning any alleged antitrust 
violation, (b) invoke the power of any such court to compel the production 
of any evidence before any such grand jury, or (c) institute any proceeding 
for the enforcement of any order or process issued in execution of such 
power, or to punish disobedience of any such order or process by any 
person. 
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Calendar No. 446 


86TH CONGRESS } SENATE Report 451 
1st Session Part 2 


AUTHORIZING THE ATTORNEY GENERAL TO COMPEL PRODUC- 
TION OF DOCUMENTARY EVIDENCE REQUIRED IN CIVIL IN- 
VESTIGATIONS FOR ENFORCEMENT OF THE ANTITRUST LAWS 


Juty 9, 1959.—Ordered to be printed 
Filed under authority of the orders of the Senate of July 2 and 9, 1959 


Mr. Dirksen, from the Committee on the Judiciary, submitted the 
following 


MINORITY VIEWS 


[To accompany S. 716] 


I. We favor expanding the civil investigative powers of the At- 
torney General necessary to compel the production of documentary 
evidence required in civil investigations for the enforcement of the 
antitrust laws. However, we differ with the majority in the means 
by which the power is to be exercised by the Attorney General. 

II. Any grant of subpena powers should be so circumscribed as to 

revent abuse of such power or the infringement of personal rights of 
individuals. It was in that framework that we opposed the inclusion 
of natural persons within the purview of the legislation. The purpose 
of this legislation is to make possible the enforcement of the antitrust 
laws through civil procedures. Every effort should be made to avoid 
the use of criminal sanctions. There was no evidence presented to 
the committee which would justify a provision authorizing the service 
of civil investigative ede upon natural persons in order to secure 
compliance by business firms with the antitrust laws. Accordingly, 
the committee excluded natural persons from the purview of the 
legislation. 

While this modification of S. 716 was an improvement, other modi- 
fications pointed out hereafter in our minority views were in order 
to improve the bill and, had those been adopted, we could have 
supported this proposal and so would have voted to recommend the 
legislation favorably to the Senate. 

III. We opposed the action of the full committee in adopting 
amendments which would permit the Attorney General to make 
available the subpenaed material or copies thereof to the Judiciary 
Committees of the Congress without any authority to restrict the use 
of such subpenaed material or copies thereof by those committees. 
Furthermore, the committee amendments contained no safeguards or 
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authority for requiring the return of copies of material made available 
to the Judiciary Committees. We submit that these amendments 
would place the Attorney General in a most awkward light in his 
prosecution of civil cases under the antitrust laws. 

(a) Consider in this light the circumstances where there was 
found to be no violation of the antitrust laws after investigation 
and the Attorney General is unable to require the return of docu- 
ments or copies thereof which have been made available to the 
Judiciary Committees. In such circumstances, since presumably 
the Attorney General has unearthed no probable violations of the 
antitrust laws, considerations of fairness would indicate that the 
Attorney General should not abet public disclosure of that 
company’s records; but the possiblities exist, because copies are 
available, that some public disclosure could be made of the 
company’s records in view of the fact that copies of that sub- 
penaed material are outstanding. Certainly there is a de- 
ficiency in this committee amendment by not including a specific 
provision for return not only of the subpenaed material but also 
copies made thereof. The situation would be cast in a different 
light if such material or documents had been obtained by the 
Congress via its subpena power. Then Congress or a committee 
thereof could, in its own discretion, disclose such information 
or records. 

(6) Consider the situation where the Attorney General has 
secured damaging documents and violations of the antitrust laws 
were apparent, copies of this material made available to the 
Judiciary Committees might possibly prejudice the efforts of the 
Attorney General in entering a consent decree, for the prime 
motive for entering into a consent decree would be to avoid 
spreading those documents on a public court record. If the 
defendants knew such documents could, in any event, be available 
to a congressional committee without even the notice that they 
would come with a congressional subpena, they would be less 
likely to enter a consent decree. Thus, this very valuable 
enforcement tool could be blunted by this committee amendment. 

IV. During the consideration of this legislation in the full com- 
mittee, the junior Senator from Illinois offered amendments to pre- 
serve due process for corporations made subject to the civil investiga- 
tive demand and which would give such corporations their day in 
court before called upon to respond to the production of subpenaed 
documents. These amendments were adopted by the full committee 
at that time, and it was our feeling that the amendments as adopted 
greatly improved the bill. The amendments were as follows: 

(1) At page 8, line 2, after the word “Justice’’, add the following: 


or, upon request, at the discretion of the Attorney General, 
after notice to the person who produced such material, to 
any antitrust agency or any committee of the Congress. 


(2) At page 12, a new section 5(e): 


Within twenty days after any person receives notice pursu- 
ant to section 4(c) that material produced by such person 
shall be made available for examination by any antitrust 
agency or any committee of the Congress, such person may 

e, in the district court of the United States for the judicial 
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district within which the office of the custodian is situated, 
and serve upon such custodian, a petition for an order of 
such court that secret processes, developments, research or 
any privileged material not be made available for examina- 
tion, or be made available for examination on such terms 
and conditions as the court finds that justice requires to 
protect such person. 


(3) At page 12, a new section 5(f): 


To the extent that such rules may have application and are 
not inconsistent with the provisions of this Act, the Fed- 
eral Rules of Civil Procedure shall apply to any petition 
under this Act, and nothing herein shall be deemed to be 
inconsistent with 30(b) of such rules. 


These amendments would permit the production of documents and 
material to a committee of the Congress upon the discretion of the 
Attorney General and would further provide that 20 days after any 
person receives notice to produce such material, the person who is 
required to produce such may file a petition in the U.S. district court 
to prevent secret processes, developments, research, or any privileged 
material from being made available only under such terms and con- 
ditions as the court would so state in order to protect such person. 
And further, that the Federal Rules of Civil Procedure would apply 
to any such petition. We felt that with these amendments the rights 
of individuals would be adequately safeguarded before compelled to 
produce such documents and have them made available to committees 
of the Congress. 

V. The committee, at a subsequent meeting, reconsidered its pre- 
vious action and substituted the committee amendments reported to 
the Senate as a substitute for the day-in-court amendments, thereby 
completely nullifying the day-in-court amendments. In view of the 
subsequent action taken by the committee, we must oppose favorable 
consideration and disagree with the majority on the merits of S. 716, 
as reported to the Senate. We wholly agree with the majority that 
legislation is needed providing for civil investigative demands without 
which the Department of Justice is greatly handicapped in fulfilling 
the responsibilities which have been imposed upon it by the Congress. 
The enactment of S. 716, including the perfecting amendments which 
we sought to have adopted in committee, would provide all of the 
powers requested by the President and the Attorney General without 
imposing unnecessary burdens on the taxpayers interfering with the 
normal operation of business concerns or infringing upon the liberties 
of individuals. We, therefore, oppose the amendments adopted by 
the committee and would support this legislation if the modifications 
we have discussed above were adopted by the Senate. 


Everett McKintey DIRkKsEn. 
Sam J. Ervin, Jr. 
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June 29, 1959.—Ordered to be printed 


Mr. Macnuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 1789} 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1789) to amend section 1(14)(a) of the Interstate 
Commerce Act to insure the adequacy of the national railroad freight 
ear supply, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

I. PURPOSE OF THE BILL 


The major purpose of the bill is to insure the adequacy of the 
national railroad freight car supply. This objective is to be attained, 
not by arbitrary Government action, but by authorizing and directing 
the Interstate Commerce Commission, after hearing, to prescribe car 
rental or ‘“‘per diem” charges, paid by the using railroads to the rail- 
roads owning freight cars, upon a basis which will encourage the ac- 
quisition and maintenance by the railroads of a car supply adequate 
to meet the needs of commerce and the national defense; contribute 
to sound car service practices; and provide just and reasonable com- 
pensation to freight car owners. 

The bill’s major purpose and objective, an adequate national fleet 
of freight cars would be accomplished by providing incentives for in- 
creased car ownership through operation of economic laws and the 
profit motive. In addition enactment of the bill would contribute to 
sound car service practices by promoting more expeditious movement 
of existing equipment. Finally, it would provide just compensation 
to freight car owners by recognizing the value of the use of such 
equipment, and would correct inequities which are prejudicial to the 
interests of car owners. 
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II. BACKGROUND OF FREIGHT CAR SHORTAGE 


Freight car shortages, of varying duration and severity, have 
plagued this country and its shippers for more than a generation. See 
“The Story of the Box Cars” dated April 1, 1948, an interim report 
(No. 1046) by this committee during the 2d session of the 80th Con- 

ress. 

. The railroads, the Interstate Commerce Commission, and other 
transportation experts, have wrestled with this perennial problem for 
many years, but it still persists and, in many respects, has become 
progressively worse. It is now a problem of major national import- 
ance, not only from the viewpoint of the railroads and their employees, 
but also from the vewpoint of the Nation’s shippers and, indeed, from 
the viewpoint of the national defense. This stark fact is universally 
recognized, unchallenged, and supported by the testimony offered 
before this committee. 

Total freight car ownership by class I railroads, including railroad 
owned and controlled refrigerator cars, has decreased substantially 
over the years. The high point was reached on January 1, 1926, when 
freight car ownership was 2,427,026. Recent comparable ownership 
figure show: 

i a 1, 824, 603} Mar. 1, 1959._...----.-__- 1, 796, 340 
1, SOEs a Wickadeuecne 259002770 f:Mayrd; 1959. ............. 1, 781, 313 

Excluding railroad owned or controlled refrigerator cars, which 
generally are not subject to daily rental or per diem charges, the May 
1, 1959 ownership of 1,781,313 cars is reduced to 1,707,280 cars. 

But this is only a part of the story. The percentage of bad-order 
cars, that is, cars out of service awaiting repairs, shows a substantial 
increase in recent years as follows: 


Cars out of 


service Percent 
awaiting 
repairs 
ON I I a 74, 371 4.2 
Es ee SEs o paccdectdechonscwseecccunchn ask aksss bcbcetibitetbaatdaasn 140, 286 8.0 
PE ME bad. tn abhiNS bb vindddksindndahadsctktbpebedtidiewaiiathGeiiiguce 153, 431 8.9 
FEE Finis cadmadencuntinietanpiunuhedconkatemauaseteaaadbataamasiae 160, 865 9.2 


Bad-order cars in excess of 4 percent of the total ownership is 
undesirable. 

Unfcrtunately the decline in total freight car ownership, and the 
alarming increase in the number of bad-order or unserviceable cars, 
has been accompanied by a substantial decrease in the number of 
freight cars on order. Beginning with 1956, the figures are as follows: 
Si ee ee te 139, 879] Jan. 1, 1958__...........--- 59, 388 
Sel 1S LOST tea ite 107, 267i Vani. ¥ S60 te i Ska 30, 922 

The hazards of a shrinking and inadequate national freight car flect, 
demonstrated by the foregoing statistics, are compounded and aggra- 
vated by the fact that current forecasts of the shippers advisory 
boards predict a substantial increase in carloadings for the year 1959 
over 1958. ‘The estimated increase during the second quarter is 12.4 
percent, which represents a need for about 54,000 more cars per week 
in 1959, than were required during the comparable quarter of 1958. 
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If these shipper forecasts are fulfilled, it is apparent that another 
serious freight car shortage must be anticipated during the second 
half of the current year, 1959. 

It is not suggested that the railroads should be expected to meet 
the maximum peak demand for freight cars at all times, and under all 
circumstances, nor is it suggested that the freight car fleet should have 
been maintained at a level in excess of 2.4 million cars owned in 1926. 
Although total transportation requirements have increased since then, 
the railroad proportion of the total traffic has declined to some extent 
and, in addition, the carrying capacity of freight cars has increased, 
freight train speeds have increased, and average loads per car have 
shown substantial improvement. 

In view of these conditions the railroads do not need today the same 
number of freight cars which they owned and operated 25 or 30 years 
ago. The Chairman of the Interstate Commerce Commission, in 
testimony before this committee, referred to a study which indicated 
a need for 1,935,500 freight cars in 1956, and it is obvious that the 
existing fleet of 1,707,280 cars, as of May 1, 1959, is inadequate to 
meet the needs of commerce and the national defense. 

In view of the perennial recurrence of serious freight car shortages, 
and the fact that these conditions have become progressively worse 
in recent years despite the efforts of the Interstate Commerce Com- 
mission, the railroads, and others, to cope with the problem, your 
committee recommends that action be taken promptly to encourage 
the acquisition and maintenance of a car supply adequate to meet the 
needs of commerce and the national defense by enactment of S. 1789. 

What are the causes of this shortage of freight cars, and does an 
analysis of the problem suggest a solution? 

Inadequate earnings by some of the railroads are an important 
factor. The high cost of new freight cars, coupled with unrealistic 
depreciation allowances, is doubtless a contributing factor. But, at 
the heart of the matter will be found a basic and fundamental cause; 
namely, the simple, economic fact that for many years it has been 
cheaper for a railroad to rent a freight car than to own one, with the 
result that freight-car ownership has become increasingly unattrac- 
tive, as an investment or otherwise. 

Everyone who has watched a freight train traversing the country- 
side knows that, generally, it contains freight cars owned by many 
different railroads. This is a result of the fact that the Interstate 
Commerce Act, as well as sound public policy, requires through routes 
and joint rates for traffic moving over various railroads, and also 
requires that freight cars loaded on one railroad shall move over all 
railroads involved in transportation of a shipment from origin to 
destination, without unloading at the “junctions” where railroads 
connect with each other. In the early days of railroading this was 
not the case. A railroad could keep its cars on its own line, for the 
use of its own patrons. Each railroad provided the cars necessary to 
take care of its own business, and the profit motive provided a suf- 
ficient incentive for an adequate car supply. A sound car ownership 
formula was analyzed in the principles set forth by the Commission 
in Huerfano Coat Co. v. C.I.S.E. Raitroad Co., 28 ICC 502. At page 
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506, the Interstate Commerce Commission said in effect, that each 
railroad— 


must take the burden of furnishing cars for all that portion of 
the through transportation which is performed upon its line; 
that is to say, it must provide such a supply of cars as would 
be sufficient to enable it to perform its part therein if there 
were car-for-car interchange at its junction. 


Under existing law, however, a freight car owned by a railroad 
cannot be retained on that line for the exclusive use of its patrons, 
but must be permitted to move over the lines of all other railroads 
involved in the transportation of a particular shipment. Under 
these conditions, of course, the owner-railroad must be paid for the 
use of its car by other railroads, from the time the car leaves the line 
of the owner, until it is returned to his possession and control. Such 
payments are made in the form of daily rentals which, in the parlance 
of the railroad industry, are called “per diem” charges. Some cars 
of special types, such as tank cars or refrigerator cars, are subject to 
a different basis of payment, but this type of equipment is seldom in 
short supply, generally is of nonrailroad ownership, and is beyond the 
scope of this inquiry. 

Since January 1, 1957, the per diem rate has been, and is, $2.75 per 
car per day. Opinions differ as to the adequacy of this charge. An 
important group of railroads contends vigorously that it is too low to 
cover the “bare-bones cost of ownership,” that is, repairs, interest, 
taxes, etc. Others disagree, and still others are neutral. Be this as 
it may, your committee is convinced (1) that the current charge of 
$2.75 provides no profit for the car owner, over and above the “‘bare- 
bones cost of ownership,” if, indeed, it is sufficient for that purpose; 
(2) that the current charge is wholly inadequate to cover even the 
“bare-bones cost”’ of a new freight car, bought or built today at a cost 
which often exceeds $10,000 per car; and (3) that the current per diem 
charges are wholly inadequate to provide sufficient incentive for ac- 
quisition or construction of additional new freight cars. 

These briefly are the basic reasons for the continuing shrinkage in 
our national fleet of freight cars, and the recurring, severe and costly 
freight-car shortages. ‘To understand this fact clearly it is necessary 
to revert to the compulsory interchange of freight cars, which requires 
a car owner to part with possession of his property, and permit its use 
by other railroads—without regard to the owner’s needs or wishes and 
without regard to the national interest—at a daily rental of $2.75. 

All freight shipments involve a consignor located on the “origin- 
ating’ railroad, and a consignee located on a “terminating” railroad. 
When the shipment arrives at destination and is unloaded, an empty 
freight car is thus made available for use. A railroad which terminates 
more traffic than it originates thus acquires possession of many cars 
owned by other railroads, and this is a tremendous advantage in times 
of normal or heavy demand for freight cars. 

This advantage is compounded, and the consequent prejudice to 
the car owner is intensified, when, as now, the daily rental or per diem 
charge is so low as to place a high premium on car rental and a heavy 
penalty on car ownership. In other words, so long as it is cheaper to 
rent a car than it is to own one, car ownership will be an unattractive 
investment, and the use of cars owned by others will be a profitable 
venture. Under these conditions, the car renter—-without any nego- 
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tiation with the car owner—acquires possession and control of the 
owner’s property, at an inadequate rental of $2.75 per day, and can 
use it to produce gross income of perhaps $18 or $20 per day. Such 
a situation provides no incentive for car ownership. On the contrary, 
it encourages those railroads which can do so to do business on the 
car investments of others, and creates a condition which is primarily 
responsible for the gross inadequacy of the national car fleet. 

Several years ago the Interstate Commerce Commission, believing 
in the soundness of the foregoing principles, and in conformity with 
its statutory obligations ordered an increase in per diem charges for 
the purpose of promoting greater efficiency in use of cars, and to the 
end that the national inventory of freight cars might be increased 
through the provision of incentives for car ownership. IJncreased Per 
Diem Charges on Freight Cars, 268 1.C.C. 659. 

Upon complaint of certain railroads, generally deficient in car owner- 
ship, this order was set aside. Palmer v. United States, 75 F. Supp. 
63 (1947). The precise legal effect of that decision is not clear. Pri- 
marily it took the view that the record before the Commission was 
faulty and incomplete, and that the Commission had not made findings 
of fact adequate to sustain its order. It further held that the Com- 
mission could not prescribe per diem charges for “regulatory” pur- 
poses, adopted a narrow and severely limited interpretation of the 
word “compensation,” as used in the statute (which, to your commit- 
tee, seems inconsistent with the broad grant of power in the statute), 
and, in any event, has been construed to forbid the establishment of 

er diem charges upon a basis which would yield more than the bare- 
im cost of ownership. In other words, it has been suggested that 

under the Palmer case the Commission may not prescribe per diem 
charges upon a level which will produce a profit to the car owner, 
provide an incentive for car ownership, recognize the value of use of 
freight cars, stimulate more expeditious use of existing freight equip- 
ment, or otherwise encourage the acquisition and maintenance of a 
car supply adequate to meet the needs of commerce and the national 
defense. 

Without conceding that the Palmer case, properly construed, places 
such severe limitations upon the exercise of the Commission’s powers, 
in the public interest, your committee believes that all doubt should be 
dispelled by a clear and unequivocable pronouncement of the Congress. 
oe Commission should not be hampered by legal technicalities in its 
eliorts to— 


provide just and reasonable compensation to freight car 

owners, contribute to sound car service practices, and 

encourage the acquisition and maintenance of a car supply 

—— to meet the needs of commerce and the national 
efense. 


S. 1789 would make it clear that the Commission, after hearing 
and investigation, may and should prescribe freight car rental or 
per diem charges upon such basis which, in its judgment, will accom- 
plish or further these sound objectives. 


III, SUPPORT FOR THE LEGISLATION 


The Interstate Commerce Commission is the Government agency 
with the greatest interest in this bill, The Chairman of the Com- 
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mission, in testimony before the committee, referred to Legislative 
Recommendation No. 1 contained in the 72d annual report of the 
Commission, for the fiscal year ended June 30, 1958, which reads as 
follows: 


We recommend (a) that section 1(15) be amended so as to 
authorize the Commission to direct the assessment of penalty 
per diem charges as an aid in alleviating shortages of railroad 
freight cars during periods of emergency or threatened 
emergency, or (6) that section 1(14) be amended so as to 
authorize the Commission to include as a factor in determin- 
ing the amount of per diem charge, the earning power or 
value of the use of the vehicle lost to the owner when used or 
appropriated by others. 


Although the Chairman of the Commission appeared primarily in 
support of S. 1811 and S. 1812, which were drafted to implement the 
legislative recommendation quoted above, he said also that S. 1789 
would “embody the ultimate objective of the Commission’s Recom- 
mendation No. 1 of increasing the national ownership of freight cars” 
and that this objective might be accomplished under the bill. During 
the course of bis testimony, the Chairman said: 


Since the earning value of the average freight car greatly 
exceeds the current per diem charge of $2.75, some of the 
carriers have found it cheaper to rent cars than to own them 
These carriers, therefore, have no economic incentive to pro- 
vide their fair share of an adequate car supply. If the ad- 
vantages of renting equipment could be made less attractive 
during times of car shortages, there would be a greater wil- 
lingness on the part of every railroad to make its just and 
equitable contribution to the national car fleet. 


The Commission, although it favors also the more drastic legislation 
incorporated in S. 1812, favors the sound principles embodied in 
5S. 1789 and supports its enactment as an alternative to S. 1811, 
and as a constructive step toward an adequate national supply of 
railroad freight cars. 

S. 1812 is much more drastic than S. 1789 recommended by the 
committee. It would authorize the Commission to punish deficiencies 
in car ownership, and stimulate more expeditious movement of freight 
cars, by directing assessment and payment of surcharges, over and 
above the established per diem charges. These penalties or sur- 
charges could be assessed against one or more railroads, in any section 
of the country, on any kind of equipment under the terms of S. 1812. 
If the action contemplated by the bill S. 1789 does not occur, it may 
become necessary to consider punitive legislation like S. 1812 but, 
at this stage, your committee prefers to approach the problem by 
providing incentives for proper action, instead of penalties against 
individual railroads. 

It should be observed, however, that S. 1789 would tend to accom- 
plish, in part at least, an objective of S. 1812, i.e., more expeditious 
movement of railroad freight cars—a “sound car service practice.” 
Any charge upon a time basis furnishes an incentive for prompt 
return of property leased or rented from others. The bill, S. 1789, 
would authorize the Commission to prescribe per diem charges which 
will encourage that result and thus overcome the adverse effects of the 
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Palmer case. This would be accomplished by amendment of section 
1(14) of the Interstate Commerce Act, which was the section so nar- 
rowly construed in the Palmer case. The congressional intent thus 
expressed would be applicable also to the Commission’s emergency 
powers contained in section 1(15) of the act. 

Enactment of remedial legislation is supported by the Interstate 
Commerce Commission, by the National Association of Railroad & 
Utilities Commissioners, by a substantial segmment of the railroad 
industry, and by several shippers and shipping organizations, par- 
ticularly among the grain and milling trades, who have suffered 
severely from recurr ent car shortages. Many railroads and shipping 
interests, however, are neutral. On the other hand, a substantial 
number of railroads, including the short lines railroads, are opposed. 
In the latter category are many railroads which have a vested interest 
in the status quo. 

Testimony in opposition was vague and unconvincing as to S. 1789. 
It was asserted that higher per diem charges, established in an effort 
to augment the national car supply, would be prejudicial to the ter- 
minating railroads. Chief among these complaints is the contention, 
advanced by the Boston & Maine and the New Haven, and other so- 
called “terminating” railroads, that even if they should acquire more 
freight cars, under the incentives contemplated by the bill such cars 
could not be used to earn per diem charges, and would “rust” 
the rails of their owners. In support of this theory, it was argued 
that, under the “Car Service Rules” of the Association of American 
Railroads, a home-owned car, on the Boston & Maine, for example, 
cannot be loaded for off-line movement (where it would earn per 
diem) so long as a car owned by another railroad is available for 
loading of a shipment consigned to a point on the line of the car 
owner. Since the Boston & Maine terminates and unloads more cars 
than it loads for outbound movement, the theory is that cars owned 
by the Boston & Maine always would remain empty on that railroad, 
and could never earn per diem charges resulting from the use of such 
cars by other railroads. But the fact is in direct conflict with the 
theory. Reproduced below is a statement, taken from the record of 
the hearings, which shows the percentage of ‘‘home”’ cars on “home 
rails’ for the Boston & Maine, the New Haven, and all U.S. railroads 
on stated dates: 
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Statement showing home cars on home rails 











Total box 
Road Date 
Cars Number Percent Number 
owned home cars on line home cars 
on line off line 

ie Mi itainctniindppinibititindteécimiintia May 1,1959 4, 270 1, 331 31.2 2, 939 
Feb. 1, 1959 4, 308 1, 342 31.2 2, 966 

Nov. 1, 1958 4,318 973 22. 5 3. 34 
Aug. 1,1958 4, 346 1,317 30.3 3, 029 
May 1,1958 4. 370 1, 931 44.2 2, 439 
Jan. 1,1957 3, 989 649 16.3 3, 340 
Jan. 41,1956 3, 253 790 24.3 2, 463 
EE Be 6 isc ticndaitentidswensinbude May 1,1959 5, 912 2, 106 35.6 3, 808 
Feb. 1, 1959 5, 939 1, 984 33. 4 3, 955 
Nov. 1,1958 5, 942 1, 325 22.3 4, 617 
Aug. 1.1958 5, 948 1, 988 33. 4 3, 960 
May 1,1958 5, 945 3, 003 50.5 2, 942 
Jan. 1,1957 5, 943 1, 327 22.3 4, 616 
Jan. 1,1956 5, 962 1, 255 21.0 4, 707 
BB: CORES. Git ctncwtsiscebisiccis May 1,1959 716, 769 288, 965 40.3 427, 804 
Feb. 1, 1959 721, 730 321. 466 44.5 400, 264 
Nov. 1, 1958 725, 468 249, 420 34.4 76, 048 
Aug. 1, 1958 730, 385 319, 687 43.8 410, 698 
May 1,1958 734, 098 373, 815 50.9 360, 283 
Jan. 1,1957 725, 477 288, 329 31.5 497, 148 
Jan. 1,1956 716, 845 208, 555 29.1 508, 290 


Source: A.A.R. Reports CS 61-A and CS 15-A; Office of G.S.T., June 4, 1959. 


On May 1, 1959, for example, 31.2 percent of all Boston & Maine- 
owned boxcars were located on that railroad, 35.6 percent of cars owned 
by the New Haven were at “home,” and 40.3 percent of 
the boxcars owned by all U.S. railroads were located on the lines of 
the car owners. If we reverse these percentages, to ascertain the ex- 
tent to which Boston & Maine, and New Haven cars were loaded off 
line, and thus earning per diem charges, we observe that 68.8 percent of 
ail Boston & Maine boxcars were thus in service on other roads on 
May 1, 1959, and that 64.4 percent of all New Haven boxcars were 
thus in use on other railroads, whereas the average for all U.S. roads 
on that date was only 59.7 percent. It is thus apparent, contrary 
to the contentions of these two railroads, that those railroads are 
more successful in loading their cars for off-line movement, and thus 
earning per diem charges, than are most of the railroads in the 
country. Your committee is not impressed by arguments to the 
contrary, which underlie much of the opposition to this legislation. 

It was suggested, also, that somewhat higher per diem charges, 
established to provide an incentive for increased car ownership, 
would unjustly penalize terminating railroads for delays in unloading, 
at ports and other destinations, for which the terminating line is not 
responsible, and which it is unable to avoid. The first answer to this 
contention is the fact that, generally, when a freight car is unreason- 
ably delayed at destination, awaiting unloading by the consignee, 
so-called “demurrage”’ charges are assessed against the consignee or 
owner of the shipment; that these demurrage charges are substantially 
higher than the per diem charges concurrently assessed; and that the 
demurrage charges are retained by the terminating line which bears 
the per diem charges, with the result that the terminating line suffers 
no = loss and, i in fact, may, under some conditions, make a small 
profit. 

More important perhaps is the fact that methods are available, 
within the Interstate Commerce Commission, and within the Car 
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Service Division of the Association of American Railroads, to over- 
come, adjust, or correct any true inequity or injustice resulting from 
the assessment of adequate car rental or per diem charges. The most 
common of these is the so-called “‘per diem reclaim” under which the 
“ine haul” carrier bears all or part of the per diem charges which 
otherwise would be borne by a short-haul terminating railroad. 
Another method, cited in the record, is the so-called “average per diem 
plan,” which was in effect during the car surplus of the middle thirties, 
under which boxcar owners accepted substantially less than the 
established per diem charges, on an average related to more normal 
conditions, in the interests of more efficient transportation, and in an 
effort to avoid excessive empty car movements. These and other al- 
ternatives provide ample protection against any gross inequity which 
may result from the establishment and assessment of adequate per 
diem charges. 
IV. CONCLUSION 


It is important to understand what S. 1789 contemplates and pro- 
vides, and what it does not contemplate or provide. In practical 
effect, it simply states a series of objectives which are admittedly in 
the public interest, including the “acquisition and maintenance of a 
car supply adequate to meet the needs of commerce and the national 
defense ;’’ recognizes the important influence exerted by daily rental 
or per diem charges on the adequacy of the national car supply; and 
directs the Interstate Commerce Commission to fix per diem charges 
upon any basis which, in its judgment, will tend to accomplish these 
objectives, unfettered by legalistic concepts which have hampered its 
past efforts. It would not permit establishment of such charges by 
arbitrary action or permit the Commission to assess surcharges against 
individual railroads. It would recognize and face the unpleasant fact 
that under present conditions, and for many years in the past, con- 
struction of new freight cars actually has been discouraged by inade- 
quate car rentals, and a premium has been placed upon inadequate 
car ownership. It would direct the Commission, as an arm of the 
Congress, to use its best efforts to reverse this trend by the establish- 
ment of per diem charges which in its judgment will provide an in- 
centive for increased freight car ownership, and insure the adequacy 
of a national railroad freight car supply. 

The Association of American Railroads, at the hearing on these bills, 
S. 1789, S. 1811, and S. 1812, took no clear position on the merits— 
presumably because of differences of view among its members—but 
asked the Committee to take no action on such bills during the present 
session of the Congress, pending further study of the problem by a 
committee of railroad executives, recently appointed for this purpose. 
This committee approves such action by railroad executives and hopes 
that the efforts of this railroad committee will be fruitful. In view of 
the fact, however, that recurrent freight car shortages have been a 
national problem of major importance for more than a generation, 
and the fact that recurrent studies in the past have produced no 
solution, your committee cannot justifiably refrain from action 
which, in its judgment, would promptly pave the way for an investi- 
gation and report by the Interstate Commerce Commission which will 
“encourage the acquisition and maintenance of a car supply adequate 
to meet the needs of commerce and the national defense.” 
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Accordingly, your committee submits this favorable report on §, 
1789 and recommends its enactment, without amendment. 


Vv. AGENCY COMMENTS 


Comments on the bill were requested from the following agencies 
but as yet have not been received: General Services Administration, 
Office of Civil and Defense Mobilization, Department of Commerce, 
and the Interstate Commerce Commission. The Interstate Commerce 
Commission, however, appeared and testified on the bill. 

The Comptroller General, in a letter dated May 7, 1959, made the 
following comments: 


ComprrRoLLER GENERAL OF THE UNITED STATES, 
Washington, May 7, 1959. 
Hon. Warren G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 

Dear Mr. Cuarrman: Further reference is made to your letter of 
April 27, 1959, enclosing S. 1789, and inviting our comment thereon. 

iT his bill would amend section (14) (a) of the Interstate Commerce 
Act, as amended (49 U.S.C. 1(14)(a)), by prescribing certain standards 
or guidelines for use by the Interstate Commerce Commission in fixing 
the compensation to be paid for the use of freight cars by carriers not 
owning such cars. It provides, among other things, that such com- 
pensation shall be fixed on such basis ‘‘as in the Commission’s judg- 
ment will provide just and reasonable compensation to freight car 
owners, contribute to sound car-service practices, and encourage the 
acquisition and maintenance of a car supply adequate to meet the 
needs of commerce and the national defense.” 

We have no special knowledge of the need for or tke desirability of 
the enactment of this proposal. However, we do not believe that its 
enactment would be detrimental to the interests of the United States 
as a shipper nor adversely affect our duties or operations. Accord- 
ingly, if considered otherwise meritorious, we would not object to 
favorable consideration of S. 1789. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 
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VI. CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (new matter is printed in italics; existing law in 
which no change is proposed is shown in roman): 


— INTERSTATE COMMERCE AcT 


= ™": 


* * * * * * * 


= 


Sec. 1(14)(a) The Commission may, after hearing, on a complaint 
or upon its own initiative without complaint, establish reasonable 
rules, regulations, and practices with respect to car service by com- 
mon carriers by railroad subject to this part, including the compensa- 
tion to be paid and other terms of any contract, agreement, or 
arrangement for the use of any locomotive, car, or other vehicle not 
owned by the carrier using it (and whether or not owned by another 


carrier), and the penalties or other sanctions for nonobservance of 
¢ a such rules, regulations, or practices. In fixing the compensation to be 
, a paid for the use of freight cars, the Commission shall give consideration 


to the level of freight car ownership and to other factors affecting the 
adequacy of the national freight car supply and shall, on the basis of such 
consideration, determine whether compensation should be computed on 
the basis of elements of ownership expense involved in owning and main- 
taining freight cars, including a fair return on value (which return shall 
be fixed at such level as in the Commission’s gudgment will encourage the 
acquisition and maintenance of an adequate freight car fleet), or should 
be computed on the basis of elements reflecting the value of use of freight 
cars, or upon such other basis or combination of bases as in the Com- 
mission’s judgment will provide just and reasonable compensation to 
jreight car owners, contribute to sound car service practices, and encourage 
the acquisition and maintenance of a car supply adequate to meet the 
needs of commerce and the national defense. 
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Mr. Sparkman, from the Select Committee on Small Business, 
submitted the following 


REPORT 


INTRODUCTION 


During the 9 years it has been in existence, the Senate Small Busi- 
ness Committee has devoted a major share of its attention to the 
problems of small business in the field of taxation. Until this year, 
the committee has limited its attention to Federal tax laws and the 
administration of the Internal Revenue Code. 

During 1952, your committee held a series of field hearings on taxes 
and, on June 18, 1953, issued its report on “Tax Problems of Small 
Business.””' Four years later, in the fall of 1957, it conducted 14 
hearings throughout the country. Forming the basis for small-business 
tax adjustments enacted later in the year, your committee’s report 
was submitted to the Senate on January 30, 1958.? 

On February 24, 1959, however, the Supreme Court issued its 
opinion on two cases, decided together, which in the words of Mr. 
Justice Clark, writing for the majority, concerned 


* * * the constitutionality of State net income taxes levy- 
ing taxes on that portion of a foreign corporation’s net 
income earned from and fairly apportioned to business 
activities within the taxing State when those activities are 
exclusively in furtherance of interstate commerce.® 


By a 6 to 3 margin, the Court upheld the constitutionality of such 
State taxes. 

A week later, the Supreme Court again ruled on this question and 
upheld the right of North Carolina to levy a tax directly on the net 
income of an interstate trucking firm.‘ Thus, the Court brought 
instrumentalities of interstate transportation under the same rule as 
manufacturers and sellers. 

18, Rept. 442, Senate Smal! Business Committee, 83d Cong., Ist sess. 
28. Rept. 1237, Senate Small Business Committee, 85th Cong., 2d sess. 
3 Northwestern States Portland Cement Company v. State of Minnesota; T. V. Williams, as State Tar Com 


missioner v. Stockham Valves and Fittings, Inc., 358 U.8, — (1959), 79 Sup. Ct. 357 (1959). 
‘E, T.and W. M. C. Transportation Co. v. James M. Currie, 358 U.S. — (1959), 79 Sup. Ct. 602 (1959). 
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As soon as these decisions were announced, small businessmen 
doing business across State lines became concerned with the possible 
implications, and many of them contacted their Senators. The small- 
business ramifications of the problem clearly brought it within the 
purview of the committee and a public hearing was held by the full 
committee in Washington on April 8, 1959. A second hearing was 
held in Boston on May 1, at which time an additional 20 witnesses 
were heard. Further hearings were scheduled for New York City 
and Newark, N.J., on June 19, but these were canceled as a result of 
an important Senate vote. Witnesses scheduled to testify in those 
two cities submitted written statements to your committee for 
its study.$ 

This is not a new problem for the American businessman-taxpayer. 
Even the majority opinion in the February 24 cases stated that “this 
Court alone a handed down some 300 full-dress opinions [on State 
taxation and the commerce clause].””* The issue has been before the 
Supreme Court at least since 1824.’ 

While the Senate has given your committee the responsibility for 
studying the problems of small business, it believes that this investi- 
gation and the recommendations which follow have significance for 
all businesses, large and small, which face the problems of complying 
with various State and municipal taxes on income derived from inter- 
state commerce. As will be pointed out later, however, this situation 
is particularly burdensome to small business. 


SECTION I. IMPACT ON SMALL BUSINESS 


Although there is still controversy over the question of whether the 
Northwestern States decision enlarged the authority of the States to 
tax out-of-State businesses on income derived from interstate com- 
merce, there is no question that it has focused increased attention of 
businessmen and State taxing authorities on this power and has created 
a possibility of additional taxation in this field. 

he small businessmen who communicated with this committee 
pointed out two major problem areas. First of all, they did not find 
a full answer in the Supreme Court decision to the question of the 
limit of a State’s power to tax. It did not provide guide lines to the 
amount or kind of business activity which constituted a “sufficient 
nexus” to bring a company under the taxing jurisdiction of a State. 

Secondly, these men testified to the tremendous difficulty they faced 
in complying with the more than 40 different State and local tax laws 
which were dissimilar in so many important respects. It was shown 
that it was possible for some firms to be taxed more than once on the 
same income and, at the same time, for other businesses to escape 
such taxes in large measure. 

Therefore, stripped to its bare essentials, the problems presented 
to your committee consist of the difficulty of knowing what constitutes 
“doing business” from a legal point of view, the lack of uniform State 
laws and formulas for apportioning income to the various taxing juris- 
dictions, and the burdens of complying with the multiplicity of State 
and municipal laws and regulations. 

' See hearings, “State Taxation on Interstate Commerce,” Senate Small Business Committee, pt. I, 
Apr. 8, 1959; pt. II, May 1, 1959; pt. III, June 19, 1959. Hereafter noted as ‘‘hearings, pt. I’’, “hearings, pt. 
II”, and “hearings, pt. III.” 


€ Op cit. 
* Gibbon v. Ogden, 22 U.S. 1 (1824). 
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At the time of your committee’s hearings, 35 States, the District 
of Columbia, and at least eight cities taxed business income, including 
earnings derived from interstate commerce where there was local 
business activity. In addition, of course, there are other types of 
taxes to which these companies may be subjected, such as sales and 
use, gross receipts, property, and franchise. 

For the intrastate business, there is no real difficulty in determining 
the amount of the State tax due, since it is all attributable to business 
conducted within one State. On the other hand, those doing business 
across State lines find it more difficult to determine what taxes they 
may be expected to pay in the several States in which they do business. 

Most of the State business income taxes provide a formula for 
apportioning the amount of income attributable to that State. Un- 
fortunately, however, no two States have exactly the same formulas. 
Therefore, the business taxpayer is hard pressed to comply with the 
rules and regulations of the various State taxing authorities. 

In this report, your committee will not endeavor to deal with the 
technical questions of methods for apportioning income. The formu- 
las currently in use are complex; even within the formulas, the mean- 
ings of basic words are inexact. For example, almost every one of 
the 35 income tax States uses a different definition to cover the term 
“sale.” A “sale”? may be considered to have taken place, according 
to these definitions, in any of these locations: in the place where the 
buyer and the seller met, where the goods were manufactured, where 
the goods were stored, where the transaction was finally approved, 
where the selling company was domiciled, where the salesmen’s office 
was located, or where the goods were to be shipped. Indeed, for tax 
purposes, there may be other possible locations of the point of sale. 

The nature of the problem before your committee varies in another 
manner. Large interstate corporations are generally licensed to do 
business in almost all States and have some form of plant, office, or 
business establishment in each of the States. By and large, it appears 
that these companies have been paying the various State taxes on 
income, even before the Supreme Court decisions of early 1959. On 
the other hand, the problem assumes a different complexion when 4 
small business, conducting what is primarily a local enterprise, occa- 
sionally makes a sale or renders a service in another State. Is it 
liable to taxation in the other State? And, if it is, on what basis will 
the State determine its assessment? 

In this section, your committee will outline the problems facing 
small businesses as a result of their potential liability for taxes on 
income derived from interstate commerce. 

Your committee notes that, prior to the recent Supreme Court 
decisions, there were situations where local small-business firms were 
forced to compete against interstate businesses, sheltered against the 
assessment of the taxes which were being paid by the local businesses. 
Certainly in this case, there was no aueation of discrimination against 
interstate commerce. Indeed, the reverse prevailed. 

On the other hand, too much stress should not be laid on the 
beneficence of the change brought about by these decisions, so far as 
small business is concerned. It is apparent that tremendously serious 
problems arise when every business firm is held liable for complying 
with a myriad of different tax levies in almost every State and in 
many cities in which it makes a sale or to which it ships a product. 
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As extreme cases, witnesses representing the mail-order industry ap- 
peared before your committee and asked if it was felt they could be 
taxed in every State to which they mailed an order. Similarly, radio 
and television stations have asked whether they could be taxed b 
every State and city in which their sales messages could be received. 

The committee received much direct testimony about the difficulties 
of compliance, difficulties which arise from legal and accounting 
considerations. 

In the first place, according to witnesses, few of the small businesses 
crossing State lines retain legal counsel in each of the States in which 
they operate. Furthermore, the varying regulations of the States 
and of the cities taxing business income snowball into such proportions 
that no one tax counsel can possibly advise his clients on all such 
tax problems. 

Of perhaps even greater importance in assessing the burdens of 
compliance is the nature of the accounting system required to meet 
the varying State assessments. Since no two States are alike in 
their business tax codes, the magnitude of the task is obvious. An 
ofiicer of one of the Nation’s largest business corporations testified 
that his firm spent $170,000 annually merely to comply with the 
requirements of the States in which it did business. The same 
witness also stated that he felt the proportionate cost of compliance 
would be much higher to small businesses, since the accounting and 
reporting task differed little whether the tax assessed was large or 
small. In addition, it is apparent that few of the small companies 
would have the battery of automatic business machines available to 
a giant corporation. 

To cite specific instances: Many small-business firms that are fearful 
recent Supreme Court rulings render them liable for State taxation, 
do no more than send salesmen periodically into neighboring States. 
They have no property nor employees permanently residing in any 
State other than the one in which they are domiciled. Furthermore, 
these salesmen often cover more than one State. In such a case, the 
firm majntains no records on a State-by-State basis and would be 
forced to segregate hundreds or thousands of invoices to determine 
the amount of sales which might be allocated to each of the States. 

Obviously, the costs of complying with such laws would be pro- 
hibitive. Therefore, it appears to your committee that the present 
situation may encourage many smaller firms to evade taxation in the 
hope that their activities are so minute and so sporadic that they will 
avoid detection. Any widespread evasion of this sort will certainly 
break down the morale of the American tax system, which is so largely 
based upon self-assessment. 

In addition to the costs imposed upon the taxpayer are costs placed 
upon the tax collector. Testimony was received by your committee 
from commissioners of revenue and other tax administrators who 
pointed out that it would cost the collectors more to gather these 
small tax payments than the amount of the tax itself. While it 
might be assumed that stringent collection efforts would not be made 
in such cases, the tax system loses its fairness when a large number 
of citizens can avoid taxation in this way. 

Further indirect costs of compliance arise when it is realized that, 
in many cases, what one State gains, another State loses by the very 


* Hearings, pt. I, p. 55. 
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nature of the apportionment system. To cap it off, all costs of com- 
pliance are legitimate business expenses and can be deducted from 
the income which can be taxed by the Federal Government. Thus, 
it may cost business A $100 to pay a $25 tax bill to State B, but the 
$25 will be deducted from its home State’s tax take, and the Federal 
Government may assume as much as $52 of A’s costs. Certainly, 
Jarge amounts of economic waste are involved in such a mutually 
defeating situation. 

In the above example, the tax levied by State B was deducted from 
the tax which could be collected by the State of domicile of business A. 
Unfortunately, it is not always possible to offset such assessments, 
largely because of the differences in apportionment formulas. Thus, 
two States may both tax the same ap legally under their own laws 
if one taxes the sale at the point of negotiation of the sale and the 
other at the point of destination of the goods. For some firms, then, 
there is a well-founded fear that they will be taxed on more than 
100 percent of their income by various States. Profs. Paul Studenski 
and Gerald J. Glasser, in a recent article, gave concrete examples of 
firms assessed on more than 100 percent of their income.’ 

Several other potential dangers to the small businessmen arising 
from State taxation of interstate commerce were delineated in your 
committee’s hearings. One of them follows directly from the murky 
compliance paths pictured above. 

There is the danger of retroactive assessments of taxes covering 
many years past. Tn the Supreme Court’s Northwestern Portland 
Cement case, the Iowa firm was held liable for taxes dating back to 
1933, when the Minnesota income tax law was passed. In this 
instance, the company was required to pay back taxes, penalties, and 
interest amounting to some $102,000. One witness told the com- 
mittee that it was likely that every careful auditor examining the 
books of a company doing any interstate business would be forced to 
enter a caveat, warning balance-sheet readers that the firm might be 
subject to the payment of an undetermined amount of State taxes.” 
It is obvious that any such reservation would raise serious doubts in 
the minds of creditors and present or potential financial backers. 

Even since the recent Supreme Court decisions, there is much 
doubt concerning the amount of business activity required to render a 
business liable for taxation in other States. 

This section has dealt with the impact of multistate business 
taxation upon smaller businesses. In his dissenting opinion in the 
Northwestern States Portland Cement and Stockham Valves cases, 
Mr. Justice Frankfurter expressed his fears on the ramifications of the 
majority opinion in this manner: 


I think that interstate commerce will be not merely 
argumentatively but actively burdened for two reasons: 

First: It will not, I believe, be gainsaid that there are 
thousands of relatively small or moderate size corporations 
doing exclusively interstate business spread over several 
States. To subject these corporations to a separate income 
tax in each of these States means that they will have to kee 
books, make returns, store records, and engage legal bitte 

* Studenski and Glasser, ‘‘New Threat in State Business Taxation,” 36 Harvard Business Review 77, 


November-December 1958. 
” Hearings, pt. I, p. 46. 
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all to meet the divers and variegated tax laws of 49 
States, with their different times for filing returns, different 
tax structures, different modes for determining “‘net income,” 
and different, often conflicting, formulas of apportionment. 
This will involve large increases in bookkeeping, accounting, 
and legal paraphernalia to meet these new demands. The 
cost of such a farflung scheme for complying with the taxing 
requirements of the different States may well exceed the 
burden of the taxes themselves, especially in the case of small 
companies doing a small volume of business in several States. 


Your committee can fairly conclude, it would seem, that there is a 
real possibility that many smaller firms will remove themselves from 
interstate commerce so long as the present uncertainties and costly 
burdens remain. This would, in itself, be an unfortunate development. 
In addition, local businesses may well be deprived of important 
sources of goods if their smaller, independent suppliers cease interstate 
operations. Thus, the real or fancied impact of State business taxation 
can have serious repercussions down to the smallest store in the 
smallest community, or to the remotest individual dependent upon 
mail-order houses. 


SECTION II. CONGRESSIONAL POWER TO ACT ON TAXATION OF INTER- 
STATE INCOME 


Your committee is convinced that a serious problem now faces small 
businesses whose activities in any way cross State lines. From the 
hundreds of letters already received from these businessmen, it is ap- 
parent that they are aware of the nature of the problem and wsqunll 
desire some relief. Since that is the case, the committee must explore 
the extent of the power of Congress to take action in this field. 

During its hearings, your committee heard several witnesses discuss 
congressional power under the commerce clause. In addition, it 
studied the words of the majority opinion and of the dissents in the 
Northwestern States Portland Cement and Stockham Valves cases. 

Speaking for a majority of the Court, Mr. Justice Clark said: 


Commerce between the States having grown up like 
Topsy, the Congress meanwhile not having undertaken to 
regulate taxation of it, and the States having understand- 
ably persisted in their efforts to get some return for the sub- 
stantial benefits they have afforded it, there is little wonder 
that there has been no end of cases testing out State tax 
levies * * *. It has long been established doctrine that 
the commerce clause gives exclusive power to the Congress 
to regulate interstate commerce, and its failure to act on the 
subject in the field of taxation nevertheless requires that 
interstate commerce shall be free from any direct restrictions 
or impositions by the States. 


Mr. Justice Whittaker, writing the dissenting opinion in the same 
case, attributed an even greater, exclusive authority to the Congress 
in this field when he stated that— 


The commerce clause denies State power to regulate inter- 
state commerce. It vests that power exclusively in Congress. 
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Direct taxation of ee interstate commerce”’ is a sub- 
stantial regulation of it and, therefore, in the absence of 
congressional consent, the States may not directly tax it. 


In numerous earlier decisions, the Supreme Court had also stated in 
explicit terms that the Congress retained the power to regulate inter- 
state commerce and to tax such commerce. This has been true 
whether the Court in the instant case was permitting the States to 
act in the absence of congressional action or whether it disallowed 
State taxes on the grounds of the exclusiveness of congressional power. 

Jerome Hellerstein, professor of law at New York University, 
testified before your committee on this constitutional question. Pro- 
fessor Hellerstein pointed to the Shreveport case " where the Supreme 
Court upheld the right of the Congress to regulate intrastate freight 
rates because of their impact on through interstate rates. He con- 
cluded that: 


* * * there would be no serious question among constitu- 
tional lawyers that Congress could impose restrictions on 
the extent to which States could tax interstate businesses 
unless they comply with uniform or particularly prescribed 
allocation methods. ” 


Many excellent law review articles have been written in recent 
— concerning State taxation of interstate commerce. An article 
y Mr. Hellerstein appears as appendix III to part I of the transcript 
of your committee’s hearings on this subject. The article affirmed the 
power of Congress to limit taxation of interstate income by the States.” 
All observers cited as a basic authority the opinion of Chief Justice 
Stone in the Southern Pacific case. The pertinent part of that 
opinion, with citations omitted, reads as follows: 


Congress has undoubted power to redefine the distribu- 
tion of power over interstate commerce. It may either 
permit the States to regulate the commerce in a manner 
which would otherwise not be permissible, * * * or exclude 
State regulation even of matters of peculiarly local concern 
which nevertheless affect interstate commerce.** 


At the request of your committee, the staff of the Library of Con- 
gress prepared a memorandum which included a section on the power 
of Congress to limit State taxation of interstate commerce. The 
memorandum, which appears as appendix IV to part I of the hear- 
ing record, expressed unequivocal agreement with those who have 
said that Congress can limit the States in their taxation of income 
from interstate commerce.” 

Perhaps most persuasive of all the tests of the extent of congres- 
sional power is the citation of laws, now on the books, which have 
set the ground rules for State regulation and taxation of interstate 
commerce, with the assent of Congress. 

As long ago as 1789, Congress extended the scope of State power 
by placing pilots of boats in interstate commerce under the States, 

it Houston and T. Ry..v. U.S., 234 U.S. 342 (1914). 

” Hearings, pt I, pp. 77-78. 

8 Ibid., pp. 135-163. 


“4 Southern Pacific Company v. Arizona, 325 U.S. 761 (1945). 
“% Hearings, pt. I, pp. 164-166. 
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and this action was upheld by the Supreme Court."* More recently, 
the Court held, in 1944, that the States could not regulate insurance 
companies since they were in interstate commerce.” The following 
year Congress passed the McCarran Act,” allowing the States to 
regulate life insurance companies, and the congressional action was 
upheld in 1946 in the Prudential case.” 

If one were to feel that the proper action for Congress to take in 
multistate taxation of income derived from interstate commerce was 
a statute prohibiting the States from levying such taxes unless the 
followed a fixed standard, he would find a close parallel in the imposi- 
tion and collection of unemployment taxes by the States. In 1939, 
Congress passed an unemployment compensation act which allowed 
the States to levy taxes on business, whether local or interstate, so 
long as the State laws followed standards established by the Federal 
Government.” 

Almost without exception, the witnesses appearing before your 
committee stated that Congress possessed extraordinary power in the 
field of interstate commerce, power which could be utilized in an 
almost unlimited manner. 

Therefore, your committee concludes that there is no serious ques- 
tion about the ability of Congress to act in the area of State taxation 
of income derived from interstate commerce and that a constitutional 
amendment is not required, as some observers have suggested. 


SECTION Ill. WHAT SHOULD BE DONE? 


In the preceding sections of this report, your committee has en- 
deavored to present the seriousness of the situation facing small- 
business firms doing business across State lines and has concluded 
that it is within the power of Congress to enact remedial legislation. 
The question now is: What should be done by Congress? 

It appears that there are at least seven alternative courses for 
Congress to follow. In the following pages, the committee will ex- 
plore the various possibilities and, in the next section, states its recom- 
mendations. 


A. Do nothing, assuming the courts will formulate sound public policy 


As it has largely done during the past 40 years, the Congress could 
avoid taking action in this field and hope that solutions might be 
found through judicial decisions. 

During these decades, shifting judicial opinions have been the only 
uidelines to the boundaries of Federal-State power in the field of 
tate taxation of interstate commerce. It is not the function of the 

judicial process to set public policy. Courts can act only on specific 
cases and decide issues argued in lower courts, thus seldom establish- 
ing general standards. While the Northwestern States Portland Ce- 
ment case is quite clear, as much from the sharpness of the dissent 


as from the opinion of the majority, it states its conclusion in these 
words: 


_ We conclude that net income from the interstate opera- 
tions of a foreign corporation may be subjected to state taxa- 


% Cooley v. Board of Wardens, 58 U.S. (Howard) 298 (1851). 
" U.S. v. South-Eastern Underwriters Assn., 322 U.S. 533 (1944). 
® Prudential os C 328 U.S 
lent nsurance Company v. Benjamin, 8. 408. 
* 53 Stat. 581 (1939). 
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tion provided the levy is not discriminatory and is properly 
apportioned to local activities within the taxing State forming 
sufficient nexus to support the same. [Italic supplied.] 


As a practical matter, firms engaged in interstate commerce will 
find it difficult to decide with certainty whether or not they are sub- 
ject to a State’s taxes under the quoted language of the opinion, which 
is, after all, limited to the facts of the cases before the Court. 

One witness gave a concise summary of the shortcomings of judicial 
action in his testimony. Prof. Harold M. Groves said: 


Thus far, protection of business and of fairness to the 
States has been left largely to the U.S. Supreme Court. 
This policy has several inherent weaknesses which the Court 
itself has been the first to recognize: 

1. The Court’s function is essentially negative. It confines 
its attention to what the States should be forbidden to do as 
beyond a reasonable exercise of their own discretion. It 
does not and cannot attempt to lead the States into common 
action which will, in the long run, best serve our overall 
economy. The Court has generally shown an increasing 
reluctance to thwart the States in meeting their revenue 
problems. It could be right in this and at the same time 
some of the States could be wrong (from the overall view) 
in overextending their jurisdiction. 

2. The Court deals with specific issues as they arise; this 
has its advantages in many areas but it is not calculated to 
produce a comprehensive code. 

3. The specific points as they arise are dealt with by a 
Court which is changing in personnel; this accounts for some 
of the inconsistencies and undependability of the code.” 


Your committee rejects this negative approach. It feels that no 
prompt and workable solution will come through a series of prolonged 
court cases. The situation is serious; thousands of small businesses 
throughout the United States are affected, and the urgency of their 
pleas demands a logical proposal for assistance. 


B. Forbid the States to tax income from interstate commerce 


Your committee concludes that no such blanket prohibition should 
be imposed. A realistic look at the fiscal facts of life faced by the 
States confirms the impression that their revenue needs are tremen- 
dous and that all segments of their citizenry and their economy should 
bear a fair share of the costs of government. Since that is the case, 
there seems to be no logical reason for exempting from taxation those 
oo business in the State merely because they are domiciled else- 
where. 

Thus, your committee feels that a State should have the right to 
tax the income of firms doing business in that State, if it decides to 
levy similar taxes on locally based businesses. Naturally, the caveat 
must be entered that any such taxation should be fairly apportioned 
and that sufficient nexus exists, so that no question of discrimination 
against interstate commerce may be raised. 


% Hearings, pt. I, pp. 70-71. 
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C. Federal Government preempt taxation of income derived from inter- 
state commerce with provision for allocaiion of the receipts among 
the States 

Legislation might be enacted which would give the exclusive right 
to tax income arising from interstate business transactions to the Fed- 
eral Government. Under such a law, the revenues thus collected 
would be allocated among the States. To eliminate friction in their 
Federal systems, Canada, Australia, and India have consolidated the 
taxing power in the hands of the Central Government, with a share 
of the receipts going to each of the political subdivisions. 

While it is possible that this proposal might make such taxation 
simple and more efficient, your committee does not feel that this is an 
appropriate solution for the United States. Such a departure from 

resent forms would do violence to the traditional balance of power 

etween the Federal and State Governments. Furthermore, a very 
real, practical problem would exist in dete*mining a proper allocation 
of tax receipts among the various States. 

Therefore, your committee rejects this proposal as an unsound 
method for dealing with the problems treated in this report. 


D. Recommend States to work together 


In part, this fourth possible choice is a variant on the first one. It 
is more positive, however, in that it would express the sense of the 
Congress that the States should make a prompt and determined effort 
to work out the differences among them which now cause the greatest 
difficulties in multistate business taxation. 

In several fields, the States have been able to cooperate to bring 
about a measure of uniformity among themselves. In highway-user 
taxes and in death taxes, progress has been made to bring order out 
of the former chaos of overlapping and duplicating State statutes. 

On the other hand, the progress toward uniformity in State business 
taxation has been far less marked. As a matter of fact, little concrete 
evidence of achievement exists, even though the first attempts to bring 
about uniformity were made 40 years ago. 

While your committee commends the continuation of efforts on the 
part of States and private groups to remedy the present situation, it 
reluctantly comes to the conclusion that other action should also be 
initiated. Without question, interstate negotiations are inevitably 
time consuming, even under the spur of recent court decisions. In 
addition, interstate compacts must also be approved by Congress if 
uniformity is to be achieved in that manner. 

Your committee feels that the States must take an active role in 
any fair solution of the problem of multistate taxation of interstate 
commerce. Although it appears that State action is not sufficient, it 


must be an integral part of the overall approach to a successful 
outcome. 


E. Pass uniform apportionment statute 


During its research on these tax problems, your committee studied 
the various proposals which have been drafted to legislate a statute 
which would bring uniformity to State taxation of business income. 
The outstanding effort, to date, along this line was the proposal put 
forward by the National Conference of Commissioners on Uniform 
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State Laws.” Subcommittees of both the American Bar Association 
and the Council of State Governments approved the Commissioners’ 
draft in 1957. 

It should be noted, however, that other well-informed groups have 
seriously questioned certain features of the Commissioners’ proposal. 
In addition, this draft deals only with the uniform division of income 
and does not treat certain fundamental issues which are basic to a full 
solution of the problem. 

The States should also be given a greater opportunity to present 
their views and to cooperate in the final determination than would be 
possible through quick congressional action at this time. Since a 
great majority of the States currently depend heavily on business 
taxation for raising revenue, their attitudes and their experiences 
should carry significant weight. 

Admittedly, however, the above draft and similar efforts by other 
bodies represent a sound approach. If it felt that sufficient informa- 
tion were now available, your committee would attempt to draft legis- 
lation immediately and press for action without delay. The informa- 
tion gathered in the hearings forces a conclusion, however, that there 
are many unknowns in the tax formula at this time. For example, 
there are no definitive data on the impact on the States of the various 
definitions of “‘sales.’”” Preliminary conclusions were presented to the 
committee which indicated that more research along this line would 
produce a substantial body of facts which would lay at rest the fears 
of the States on the formula and the definitions finally agreed upon. 

Thus, your committee points out the uniform statute as one of the 
essential keystones in the final solution of the multistate taxation 
problem, but concludes that it is not now in a position to draft a 
satisfactory formula. 


F. Establish commission directed to report to Congress 


The sixth possibility would be the establishment of a study com- 
mission to undertake the research necessary to formulate a sound and 
acceptable program for bringing about a rational and uniform system 
of State taxation of income earned in interstate commerce. 

Such a commission should work closely with those groups which 
have already performed the fundamental groundwork. In addition, 
the commission should be directed to consult and cooperate with the 
States and bend every effort to gain the support of the States for its 
recommendations. 

A possible disadvantage to this choice is the timelag which may be 
inherent in further study. However, in the long run, final congres- 
sional action may be expedited through the sound foundations laid by 
an expert study commission. 


G. Pass law defining the act of “doing business” 

Along with the problem of determining the proper apportionment of 
income among the various States in which it operates, the small- and 
medium-size business today faces its greatest difficulty in decidin 
whether it is legally “doing business” in some of these States, ied 
therefore taxable. In both the Northwestern States Portland Cement 
and Stockham Valves cases, the out-of-State firm did have a fixed 
local place of business from which its salesmen regularly operated. 
The majority of the Supreme Court found this to be a sufficient nexus 


® See draft, ‘Uniform Division of Income for Tax Purposes,” hearings, pt. I, pp. 166-169, 
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to make it liable for State taxation on the portion of its income 
attributable to interstate commerce. 

While deciding in favor of the States in these cases, however, the 
Court was not called upon to decide the ability of the States to tax 
firms without a fixed place of business. Throughout its hearings, your 
committee was impressed by the number of questions raised by many 
of the witnesses to which there is now no answer. Some of these 
queries revolved around the taxability of companies which merely sent 
salesmen into the State either on a regular or irregular schedule; 
others concerned mail-order businesses which shipped merchandise 
into the State on written orders. As a dramatic example of this 
situation, one witness stated that he now paid taxes on all his mail- 
order-business income in his State of domicile and that it would be 
all but impossible for him to apportion the income resulting from many 
fnemonnte of orders ranging from a few cents to a few dollars to all the 

tates. 

In its only action directly touching upon this issue, the Congress 
has passed a business income tax for the District of Columbia which 
does limit liability to the tax to those firms which have a place of 
business within the District. 

Your committee is of the opinion that much of the uncertainty now 
prevailing arises through the lack of a standard definition of “doing 
business.”” The tax administrators of the various States are also sub- 
ject to the same doubts, since they cannot be certain that they have 
the authority to tax foreign businesses whose only local business 
activity consists of solicitation either by salesmen or by advertising. 

The committee further believes that the Congress can set limits 
upon the power of the States to tax interstate commerce exclusively, 
and it feels the line should be drawn in accordance with the Supreme 
Court’s Northwestern States decision. 

Although there may be States which are now attempting to tax 
firms whose activities within the taxing jurisdiction are confined to 
solicitation of orders, your committee believes the number of such 
States is few and that the collection of income from such out-of-State 
businesses will be small and the costs of collection large. Certain it is 
that compliance on the part of small- and medium-size companies 
would be extremely costly. 


SECTION IV. RECOMMENDATIONS 


Your committee’s recommendations are apparent from the preceding 
section. It urges the passage of a standard for testing the authority 
of the States to tax outside businesses, and it seeks the establishment 
of a commission to study all phases of the State taxation of interstate 
commerce problem. 

Your committee has pointed out the serious defects in judicial 
action and the unlikelihood of achieving a sound and consistent 
solution through court cases. 

The possibilities for remedying the present situation through 
cooperation among the States have also received much attention, both 
by witnesses who appeared before your committee and by other 
experts in the field. All these students of multi-state taxation were 
unanimous in their belief that such a process would be long drawn out 
and pointed out the lack of results in this area over the past 40 years. 
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On the other hand, there were several who felt that a combination of 
the sense of urgency engendered by the recent Supreme Court rulings 
and of strong congressional prodding would produce greater accom- 
plishments during the coming months and years. 

At this point, the question may be raised as to whether the full 
gamut of public interest would be well served by a course of action 
determined by the States alone. A State tax official, appearing before 
your committee, himself brought forward the fact that the States 
each had a strong self-interest in the adoption of some particular 
standards. Therefore, he concluded that— 


only Congress has the authority and power to prescribe and 
circumscribe the proper methods and bounds for taxing inter- 
state income and to initiate and bring to fruition a fair and 
equitable apportionment of such income between the several 
taxing jurisdictions.” 

After an appraisal of the possibility of achieving effective coordina- 
tion among the States through judicial and State efforts, your com- 
mittee finds the arguments for its recommendations even more 
persuasive. 

The combination of a legal definition of “doing business” and a 
study group to propose solutions to other puzzles in the State taxation 
field should bring substantial relief to those small businesses that have 
petitioned your committee and the Congress for aid. At the same 
time, these proposals do not in any significant way limit the authority 
of the States or their ability to raise necessary revenues. 

Your committee urges prompt consideration by the appropriate 
legislative committees of this problem and of these recommendations. 


% Ibid., p. 37. 
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APPENDIX 


ea S.J. Res. — 


IN THE SENATE OF THE UNITED STATES 


Mr. Sparkman (for himself and Mr. Humphrey, Mr. Smathers, Mr. Morse, 
Mr. Bible, Mr. Randolph, Mr. Engle, Mr. Bartlett, Mr. Williams (N.J.), 
Mr. Moss, Mr. Saltonstall, Mr. Schoeppel, Mr. Javits, Mr. Cooper, Mr. Scott, 
and Mr. Prouty) introduced the following joint resolution; which was read 
twice and referred to the Committee on -......... 


JOINT RESOLUTION 


To bring about greater uniformity in State taxation of business income 
derived from interstate commerce; to establish a Commission on 
Taxation of Interstate Commerce; and for other purposes 


Whereas the Constitution vests in the Congress the power to regu- 
late interstate commerce, and 

Whereas a free and unimpeded flow of commerce between the 
several States is vital to the economy and the general well-being of 
the Nation, and 

Whereas the practice, presently engaged in by a number of the 
several States, of imposing a tax upon the income of businesses engaged 
in interstate commerce which operate or do business in such States has 
resulted in subjecting such businesses to a multiplicity of income tax 
laws which are independently imposed, lack uniformity in substance 
and application, and are often inconsistent in theory and administra- 
tion, and 

Whereas such practice has tended to impede, obstruct, restrain and 
embarrass the free flow of commerce between the several States, and 

Whereas in order to insure the free and uninterrupted flow of 
commerce between the several States, it is imperative that the several 
States be permitted to impose income taxes upon businesses engaged in 
interstate commerce only in accordance with reasonable and uniform 
standards: Now therefore be it 

Resolved by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


TITLE I—TEMPORARY MINIMUM STANDARD 


Secrion 101. No State or political subdivision thereof shall impose 
a tax upon the income of any business engaged in interestate commerce 
for any taxable year unless, during such year, such business has main- 
tained a stock of goods, an office, warehouse, or other place of business 
in such State or has had an officer, agent, or representative who has 
maintained an office or other place of business in such State. : 

Sec. 102. The provisions of section 101 shall apply only with respect 
to taxable years which end after December 31, 1958, and which begin 
before January 1, 1961. 
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TITLE II—COMMISSION ON STATE TAXATION OF 
INTERSTATE COMMERCE 


DECLARATION OF PURPOSE 


Sec. 201. It is the purpose of this title to provide for the formulation 
of a concrete proposal for an equitable solution to the problems 
experienced (1) by businesses (particularly small businesses) engaged 

in interstate commerce as the result of their being subjected to a 
' multiplicity of income taxes independently engined by the various 
; States in which they operate or do business, and (2) by the various 
States in which such businesses operate or do business in assuring 

that such businesses shall be required to assume a fair share of the tax 
burden imposed upon the residents of. and businesses located within, 

such State. 
ESTABLISHMENT OF COMMISSION ) 


Sec. 202. (a) In order to carry out the purposes of this title, there 

is hereby established a Commission to be known as the ‘“‘Commission 

' on State Taxation of Interstate Commerce” (hereinafter referred to as 
the ““Commission”) which shall be composed of five members to be 





appointed by the President, by and with the advice and consent of the 
Senate. The members of the Commission shall be individuals from 
private life who are familiar with the problems connected with State 
taxation of income of businesses (particularly small businesses) 
engaged in interstate commerce and who, by reason of education, 
training, or experience, are peculiarly qualified to carry out the duties 
of the Commission. 

: (b) The Commission shall elect a Chairman from among its mem- 

ers. 

(c) Any vacancy occurring in the Commission shall not affect its 
powers, but shall be filled in the same manner in which the original 
' appointment was made. 

' (d) Three members of the Commission shall constitute a quorum, 
except that the Commission may establish a lesser number as a 
quorum for the purpose of taking sworn testimony. 

(e) Members of the Commission shall be compensated at the rate of 
$20,000 per annum and shall be reimbursed for any travel, subsistence, 
or other necessary expenses incurred by them while engaged in the 
actual performance of the duties of the Commission. 

(f) Service of an individual as a member of the Commission or em- 
ployment of an individual by the Commission as an attorney or em- 
ploy ee in any business or professional capacity, on a part-time or 

ull-time basis, with or without compensation, shall not be considered 

as service or employment of such individual within the provisions of 

section 281, 283, 284, or 1914 of title 18 of the United States Code, or 

section 190 of the Revised Statutes (5 U.S.C. 99). 
i 
{ 


TERN OCR NR PRONTO 


STAFF OF THE COMMISSION 


Sec. 203. (a) The Commission shall have the authority to appoint, 
without regard to the civil service laws and the Classification Act of 
1949, as amended, such personnel as it deems necessary to enable it to 

discharge its duties under this title. 
: (b) The Commission may procure, without regard to the civil service 
laws and the Classification Act of 1949, as amended, temporary and 
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intermittent services to the same extent as is authorized for the de- 
ae by section 15 of the Act of August 2, 1946 (60 Stat. 810), 
ut at rates not to exceed $50 per diem for individuals. 


DUTIES OF THE COMMISSION 


Sec. 204. (a) The Commission shall conduct a thorough and 
complete study and investigation of all matters pertaining to the 
taxation by States of the income of businesses (particularly small busi- 
nesses) engaged in interstate commerce for the purpose of enabling 
the Commission to formulate and recommend to the Congress a con- 
crete proposal for legislation providing for the establishment of 
uniform standards which the States will be required to observe in 
imposing income taxes upon businesses engaged in interstate com- 
merce. Such standards shall be designed to permit any State to 
require businesses engaged in interstate commerce which operate or 
do business in such State to assume a fair share of the tax burden of 
such State, but shall, at the same time, be designed to protect such 
businesses (particularly small businesses) from being unduly hampered 
or embarrassed in their operations by reason of being subjected to a 
multiplicity of income tax laws which are independently imposed by 
the various States in which such businesses operate or do business 
and which not only are not uniform either in substance or application 
but which are often inconsistent in theory and administration. 


POWERS OF COMMISSION 


Sec. 205. (a) In carrying out its duties under this title, the Com- 
mission, or any duly authorized committee thereof, is authorized to 
hold such hearings, sit and act at such times and places, take such 
testimony, and make such expenditures as the Commission or such 
committee may deem advisable. The Chairman of the Commission 
or any member authorized by him may administer oaths or affirma- 
tions to witnesses appearing before the Commission or before any 
committee thereof. The Commission shall have such power of 
subpena and compulsion of attendance of witnesses and production of 
documents as are conferred upon the Securities and Exchange Com- 
mission by subsection (c) of section 18 of the Act of August 26, 1935, 
and the provisions of subsection (d) of such section shall be appli- 
cable to all persons summoned by subpena or otherwise to attend and 
testify or produce such documents as are described therein before the 
Commission, except that no subpena shall be issued except under 
the signature of the Chairman, and application to any court for aid 
in enforcing such subpena may be made only by the Chairman. 
Subpenas shall be served by any person designated by the Chairman, 

(b) The Commission is authorized to secure from any department, 
agency, or independent instrumentality of the Government such 
information or assistance as the Commission may deem necessary or 
desirable to enable it to carry out its duties under this title. 


COOPERATION WITH STATES AND PRIVATE PERSONS 


Sxc. 206. In carrying out its duties, the Commission shall cooperate 
with States and with private persons or private organizations who 
are able to assist the Commission in carrying out the purposes of this 
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title. The Commission is further authorized to utilize the uncom- 
ensated services of private individuals or of State or local employees 
in carrying out its duties. 


EXPENSES OF THE COMMISSION 


Src. 207. There is hereby authorized to be appropriated out of any 
money in the Treasury not otherwise appropriated, such amount, 
not in excess of $____...-.- , 8 may be necessary to carry out the 
provisions of this title. 


REPORT BY AND EXPIRATION OF COMMISSION 


Src. 208. (a) The Commission shall report to the Congress the 
results of its study and investigation along with its proposals for legis- 
lation on or before February 1, 1961. 

(b) On July 31, 1961, all authority under this title shall terminate 
and the Commission shall cease to exist. 
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AMENDING SECTION 1001(f) OF THE NATIONAL DEFENSE 
EDUCATION ACT OF 1958 


JuNE 29, 1959.—Ordered to be printed 


Mr. Kennepy, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany 8. 819} 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 819) to amend the National Defense Education Act of 
1958 by repealing certain provisions requiring affidavits of loyalty and 
allegiance, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


"i 
a 
PURPOSE OF THE BILL j 
4 


The purpose of S. 819 is to eliminate from the National Defense 
Education Act the requirement that an individual who obtains benefits 
under the act must execute an affidavit disclaiming affiliation or sup- 
port of subversive organizations, and take a prescribed oath of 
allegiance to the United States. 
Section 1001(f) of the National Defense Education Act, which the ) 
bill repeals, reads as follows: : 


(f) No part of any funds appropriated or otherwise made 
available for expenditure under authority of this Act shall be 
used to make payments or loans to any individual unless such 
individual (1) has executed and filed with the Commissioner 
an affidavit that he does not believe in, and is not a member 
of and does not support any organization that believes in or 
teaches, the overthrow of the United States Government by 
force or violence or by any illegal or unconstitutional meth- 
ods, and (2) has taken and subscribed to an oath or affirma- 
tion in the following form: “I do solemnly swear (or affirm) 
that I will bear true faith and allegiance to the United States 
of America and will support and defend the Constitution and 
laws of the United States against all its enemies, foreign and 
domestic.” The provisions of section 1001 of title 18, United 
34006 
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States Code, shall be applicable with respect to such affi- 
davits. 


The committee believes that the repeal of these requirements is 
not only desirable but essential if full value is to be realized from the 
act. It is clear that the implications and impact of section 1001 (f) 
were not fully realized at the time the National Defense Education 
Act was approved by the Senate. Experience has shown it to be 
ineffective as a security device and harmful to the educational 
program. 

The committee believes that section 1001(f) does not constitute an 
effective national security measure. It would be wishful thinking 
to believe that these loyalty oath provisions would deter any member 
of a subversive organization from applying for benefits under the act, 
since individuals of this type would have no scruples in perjuring 
themselves to obtain assistance. 

In addition, the requirements of the subsection, in the opinion of 
the committee, interfere with the operation and objectives of the 
National Defense Education Act (especially the student loan program) 
and cast unfounded doubts upon the loyalty of members of the educa- 
tional community. Moreover, there appear to exist serious questions 
concerning the constitutionality of this provision. 


LEGISLATIVE BACKGROUND 


This subsection received very little consideration when it was 
placed in the National Defense Education Act as a routine adminis- 
trative provision. It was included among the “Miscellaneous pro- 
visions” of the bill when it was reported out of this committee in the 
85th Congress. It was not discussed in the legislative reports on the 
bill, nor during the floor debate in either the Senate or the House of 
Representatives, except at one point when a clarifying amendment 
was adopted, without objection, during Senate debate. This amend- 
ment merely made the subsection apply specifically to the recipients of 
loans as well as of payments under the other titles of the bill. 


EFFECTIVENESS AS A SECURITY MEASURE 


Section 1001(f) was designed to prevent Federal benefits provided 
under the act from going to subversive individuals. The committee 
is entirely in sympathy with this purpose, and does not in any way 
underestimate the threat to the national welfare which Communist 
and other subversion poses. Nor should the removal of the provision 
in any way be interpreted as an invitation to disloyal persons to avail 
themselves of benefits under the act. But it is folly to pretend that 
this oath and disclaimer provide any protection against subversives. 

A eard-carrying Communist would scoff at this requirement and 
willingly sign such an oath without qualms. On the other hand, loyal 
and sensitive men and women who appreciate our heritage of freedom 
have resisted the procedure as repugnant, discriminatory, and palpably 
ineffective. 

Both the Department of Health, Education, and Welfare and the 
Bureau of the Budget, speaking for the administration, have empha- 
sized that the provision is completely ineffectual as a security measure, 
and witness after witness before the committee stressed this point. 
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W. R. Davies, president of Wisconsin State College, summed it up in 
a letter presented at the hearings when he wrote: 


The unnecessary and distasteful loyalty oath should be 
immediately eliminated. If there are any Communists 
around, they would be the first to sign such an affidavit. 


President A. Whitney Griswold of Yale University stated in a letter 
of December 19, 1958, to the Honorable Arthur S. Flemming, Secre- 
tary of the Department of Health, Education, and Welfare: 


* * * it is hard to understand why anyone should believe 


such oaths to be efficacious as public safeguards. Far from 
deterring real transgressors, they offer them a convenient 
cloak for their intentions and transgressions. In this respect 
they are worse than futile. They tend to alienate the good 
will of the loyal citizen without gaining a corresponding ad- 
vantage in protecting the public against the actions or inten- 
tions of the disloyal. They give the public a false sense of 
security which, if it becomes too literal and too strong, might 
lead to our undoing. 


The committee further believes that the provisions of section 1001 
(f), in addition to being ineffectual, are superfluous. In his testimony 
before the committee, Secretary Flemming declared that the Com- 
missioner of Education would be able to deny funds to persons identi- 
fied as subversives even if this provision was not contained in the 
National Defense Education Act. 

This point was reaffirmed in the following letter from the Secretary 
to the acting chairman of the committee’s Subcommittee on Educa- 
tion: 

DEPARTMENT OF HEALTH, EpucaATION, AND WELFARE, 
June —, 1959. 
Hon. Joun F. Kennepy, 
U.S. Senate, 
Washington, D.C. 

Dear Senator Kennepy: Your letter of June 8, 1959, refers to 
my testimony before the Subcommittee on Education of the Com- 
mittee on Labor and Public Welfare on S. 819, a bill to amend the 
National Defense Education Act of 1958. You ask that I expand 
upon a paragraph which appears on page 85 of the record of the hear- 
ings to the effect that even without section 1001 (f) of the National 
Defense Education Act, it would be possible to deny funds to a 
person who belongs to or supports an organization which advocates 
the overthrow of the U.S. Government. 

* + 7 * a * = 


None of the titles in the act prescribes specific conditions for 
Federal payments which if met confer a right to selection. Instead, 
the act leaves to those responsible for selection the development and 
application of reasonable standards of selection which are consistent 
with the purposes of the act as a whole, and of a particular program 
involved. For example, the act at no point specifically requires that 
a person selected for student aid be of good moral character; yet, it 
would scarcely be maintained that there is no authority to refuse 
stipends or loans when it is apparent that an applicant fails to meet 
a reasonable standard in this area. 
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By the same reasoning, persons administering the National De- 
fense Education Act clearly have the right to deny funds to a person 
who belongs to or supports an organization which advocates the over- 
throw of the U.S. Government. 
Sincerely yours, 
Artuur S. Fremmina, Secretary, 

Experience with other statutes, such as the National Labor Rela- 
tions Act, has demonstrated that non-Communist oath requirements 
are not an effective instrument for discovering and prosecuting sub- 
versive elements. ‘There have been no prosecutions under a similar 
provision in the National Science Foundation Act during the 9 years 
of its existence. 


INTERFERENCE WITH OPERATION AND OBJECTIVES OF THE NATIONAL 
DEFENSE EDUCATION ACT 


The first sentence of the act states that— 


the Congress hereby finds and declares that the security of 
the Nation requires the fullest development of the mental 
resources and technical skills of its young men and women. 


Section 1001(f) has interfered with the attainment of this objective. 
At least seven colleges and an undetermined number of students in 
other colleges have refused to participate in the student loan program 
because of the oath and disclaimer provision. 

In explaining why Swarthmore College declined the loan provisions 
of the act, President Courtney Smith of that institution emphasized 
the importance of freedom in carrying out the educational objectives 
of the act. He told the subcommittee: 


As an educational institution Swarthmore College believes 
that strong citizens in a democratic society are produced in 
an atmosphere of freedom where ideas do not need to be for- 
bidden or protected. The college has confidence in its stu- 
dents and in the educational process itself, confidence in the 
efficacy of free inquiry and debate to reveal error. 

Section 1001(f) is, therefore, in my opinion, contrary to the 
intent and the spirit of the act as a whole, contrary to any- 
thing I know about the proper and effective atmosphere for 
an institution of learning contrary to traditional American 
principles. 





SECTION 1001(f) CASTS DOUBT UPON THE LOYALTY OF THE MEMBERS 
OF THE EDUCATIONAL COMMUNITY 


The committee cannot help but sympathize with the objections 
raised by the teaching profession against the implications contained 
in the requirements of section 1001(f). These objections were sum- 
marized in a letter sent to each of the committee members by the 
American Association of University Professors: 








The disclaimer requirement or “test oath” by its nature 
cannot fail to be invidious. If an individual refuses to sign, 
it raises a question that he is unworthy of public trust or 
benefit. If he signs, he endorses the pertinency of the general 
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suspicion about him and his kind which is embodied in the 
requirement. Social safeguards should be directed to specific 
dangers; they should not. as in this instance, take the form of 
inescapable and unwarranted derogatory implications di- 
rected toward a whole class of persons and all its members. 


President Nathan M. Pusey of Harvard University, in a letter to 
the acting chairman of the subcommittee, drew attention to the 
centra' reason that makes the requirement so unpalatable to college 
administrators, faculties and students, when he stated: 


The Congress has singled out college people alone as a 
special group and then said to them by implication, “We 
are not sure you are fine loyal Americans. As a matter of 
fact, we rather think you are not.’’ Such an implication is 
utterly unfair to those same young people on whom the 
future of the country so largely depends, and who in event of 
war would, of course, as fliers, soldiers, sailors, and marines, 
have to carry more than a full share of the responsibility for 
our national safety. 


QUESTIONS OF CONSTITUTIONALITY 


Substantial testimony was presented to the committee concerning 
the unconstitutionality of section 1001(f), on the ground that it is 
vague and indefinite to such a degree that it offends the due process 
clause of the fifth amendment. 

Indefiniteness in a criminal statute has long been recognized as a 
grounds for declaring it void (United States v. Reese (1875), 92 US. 
215). The U.S. Supreme Court stated in Winters v. New York ((1948) 
333 U.S. 501, 515): 


The crime ‘‘must be defined with appropriate definiteness” 
(Cantwell v. Connecticut, 310 U.S. 296; Pierce v. United 
States, 314 U.S. 306, 311). There must be ascertainable 
standards of guilt. Men of common intelligence cannot be 
required to guess at the meaning of the enactment. The 
vagueness may be from uncertainty in regard to persons 
within the scope of the act (Lanzetta v. New Jersey, 306 U.S. 
451) or in regard to the applicable tests to ascertain guilt. 


It was pointed out to the committee during the hearings that 
person required to execute a disclaimer affidavit is given no guidance 
as to the organizations which might be included within the language 
of the subsection nor of the type of “support” to such organizations 
which he must disclaim. 

References were also made to the Supreme Court’s decision in 
Wieman v. Updegraff ((1952) 344 U.S. 183), which struck down an 
Oklahoma loyalty oath for State employees. The Court held this 
provision unconstitutional because it excluded persons from public 
employment solely on the basis of organizational membership, without 
regard to their knowledge of the character of the organizations to 
which they belonged. 

While the committee does not pass judgment upon these points of 
view, it feels that the constitutional issues raised are serious enough 
to question the wisdom of retaining section 1001(f) in the act. 
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CONSIDERATION OF ALTERNATIVES TO SECTION 1001 (f) 


The committee considered the advisability of adopting a substitute 
provision for section 1001(f) under which persons with subversive 
affiliations who receive benefits under the act might be prosecuted. 
For reasons similar to those which were considered in relation to the 
present language of the subsection, it was felt that such a provision 
was neither necessarv nor desirable. 

The committee is of the opinion that such a penalty provision would 
be no more effectual in preventing subversives from obtaining benefits 
under the act than the disclaimer requirement. Moreover, such a 
provision is, we believe, unnecessary in view of the present laws 
under which subversives are subject to prosecution. Secretary 
Flemming stated on this point at the hearings— 


* * * if a person receiving assistance under this act is 


identified as a person who is in violation of our internal 
security laws, he should be prosecuted immediately under 
the laws designed directly and specifically for such offenses. 


Such a penalty provision would also carry the same implication that 
persons eligible for educational benefits under the act are a particularly 
suspect group. The committee has been unable to discover any 
evidence to justify such an inference. Teachers and students would 
be justified in finding a section of this nature just as offensive as the 
existing one. 

For these reasons, in addition to the difficulties foreseen in inter- 
preting and conducting prosecutions under the several penalty pro- 
visions suggested to it, “the committee decided against recommending 
a substitute of this nature. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing lew proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Nationa Derense Epucation Act or 1958 
* 7” . * * = 


Section 1001. * * * 
- ” * * * * * 


[(f) No part of any funds approprieted or otherwise made 
available for expenditure under authority of this Act shall be used to 
make payments or loans to any individual unless such individual (1) 
has executed and filed with the Commissioner an affidavit that he does 
not believe in, and is not a member of and does not support any 
organization that believes in or teaches, the overthrow of the United 
States Government by force or violence or by any illegal or uncon- 
stitutional methods, and (2) has taken and subscribed to an oath or 
affirmation in the following form: “I do solemnly swear (or affirm) 
that I will bear true faith and allegiance to the United States of 
America and will support and defend the Constitution and laws of the 
United States against all its enemies, foreign and domestic.” The 
provisions of section 1001 of title 18, United States Code, shall be 
applicable with respect to such affidavits. ] 





MINORITY VIEWS 


We agree with the majority of the committee on the desirability of 
eIRinarIAg serheO8 1001¢f) from the National Defense Education Act 
of 1958. This section requires an affidavit disclaiming a belief in or 
advocacy of the overthrow of our Federal Government by illegal or 
unconstitutional means as a condition of receiving any payment or 
loan under the act. Our agreement is based on a belief that such 
affidavits are ineffectual to accomplish the purpose for which they 
are intended, and may create an erroneous ublie impression that those 


who are required to execute them are members of a class or category of 
persons peculiarly guilty of or susceptible to subversion. 

However, we do feel that the Federal Government should be given 
some protection against those few individuals who may procure and 
enjoy benefits under the act while simultaneously advocating the 


overthrow of the very Government which provides them with such 
benefits. We therefore propose to offer or support on the floor of 
the Senate, amendments, which while superseding the existing affidavit 
requirement, impose a criminal penalty on any individual who accepts 
such benefits while advocating the overthrow of our constitutional 
form of government by illegal means. 


Barry GOLDWATER. 
Everett McKInutey DIRKSEN. 
Winston L. Provuty. 
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—— 


TEMPORARY APPROPRIATIONS, 1960 
June 30, 1959.—Ordered to be printed 


Mr. Haypen, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H.J. Res. 439] 


The Committee on Appropriations, to whom was referred House 
Joint Resolution No. 439, making temporary appropriations for the 
fiscal year 1960, and for other purposes, report the same to the Senate 
without amendment and with the recommendation that the joint 
resolution be passed. 

This joint resolution makes provision for continuing in operation 
those functions of the Government for which annual appropriation 
bills will not have been signed into law prior to July 1. This is the 
customary type of resolution making interim provision for the month 
of July for necessary services of Government. 
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ESTABLISHING AN OBJECTIVE FOR COORDINATING THE DEVELOP- 
MENT OF THE DISTRICT OF COLUMBIA WITH THE DEVELOP- 
MENT OF OTHER AREAS IN THE WASHINGTON METROPOLITAN 
REGION AND THE POLICY TO BE FOLLOWED IN THE ATTAIN- 
MENT THEREOF 


JuneE 30, 1959.—Ordered to be printed 


Mr. Brstez, from the Committee on the District of Columbia, 
submitted the following 


REPORT | 


[To accompany S.J. Res. 42] 


The Committee on the District of Columbia, to whom was referred 
the joint resolution (S.J. Res. 42) to establish an objective for co- 
ordinating the development of the District of Columbia with the 
development of other areas in the Washington metropolitan region 
and the policy to be followed in the attainment thereof, and for other 
purposes, after full consideration, report favorably thereon with 
amendments and recommend that the joint resolution as amended 
do pass. 

The amendments are as follows: 

Page 4, strike all of lines 6 through 10, and insert in lieu thereof 
the following: 


and other agencies of Government within the Washington 
metropolitan region are invited and encouraged to engage in 
an intensive study of the final report and recommendation 
of the Joint Committee on Washington Metropolitan Prob- 
lems with a view to submitting to the Congress the specific 
recommendations of each of the agencies of Government 
specified. 


Page 4, line 14, after the word “Fsirfex” insert the words “and the 
cities of Alexandria and Falls Church”’. 

Page 4, line 15, insert a period after the word “Virginia” and strike 
the rest of the line. 

Page 4, strike line 16. 

The purpose of the joint resolution is to establish an objective for 
coordinating the development of the District of Columbia with the 
development of other areas in the Washington metropolitan regior 
and the policy to be followed in the attainment thereof. 
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COORDINATING THE DEVELOPMENT OF D.C. 


Section 1 provides that the act may be cited as the “Washington 
Metropolitan Region Development Act.” 

Section 2 of the joint resolution recognizes the need (a) for the 
development of the District of Columbia and management of its 
public affairs to be coordinated with the development of the other 
areas of the Washington metropolitan region and the management 
of the public affairs of such other areas and (6) for the activities of 
all agencies of the Federal Government carried out in the Washing- 
ton metropolitan region to be coordinated with the development of 
all areas of the region, so that community development problems of 
the region may be solved on a unified metropolitan basis. 

Section 3 provides that the Congress declares that the functions, 
powers, and duties of the Congress, the executive branch of the Fed- 
eral Government, and the Board of Commissioners and all other 
agencies of the District of Columbia, shall be exercised and carried 
out in such manner as (with proper recognition of the sovereignty 
of the State of Maryland and the Commonwealth of Virginia in respect 
of those areas of the Washington metropolitan region as are situate 
within their respective jurisdictions) will best facilitate the attain- 
ment of the objective of the coordinated development of the areas of 
the region and coordinated management of the public affairs of such 
agencies so as to contribute effectively to the solution of the commun- 
ity development problems of the region on a unified metropolitan 
basis. 

Section 4 provides that the Congress further declares that priority 
should be given to the solution on a unified metropolitan basis of the 
problems of water supply, sewage disposal, and water pollution and 
transportation. 

Section 5, as amended by the committee, declares that the officers 
and agencies of the executive branch of the Federal Government and 
other officers and agencies of the District of Columbia, and other 
agencies of Government within the Washington metropolitan region 
are invited and encouraged to engage in an intensive study of the final 
report and recommendation of the Joint Committee on Washington 
Metropolitan Problems (S. Rept No. 38, 86th Cong., 1st sess., filed 
January 31, 1959, pursuant to H. Con. Res. 172, 85th Cong.) with a 
view to submitting to the Congress the specific recommendations of 
each of the agencies of Government specified. 

Section 6 defines the Washington metropolitan region as the Dis- 
trict of Columbia, the counties of Montgomery and Prince Georges 
in the State of Maryland, the counties of Arlington and Fairfax, and 
the cities of Alexandria and Falls Church in the Commonwealth of 
Virginia. 

This joint resolution developed from the studies conducted by the 
Joint Committee on Washington Metropolitan Problems authorized 
by House Concurrent Resolution 172, 85th Congress and described 
it in its final report, as set forth above. 

Hearings were conducted by the full committee on the proposal on 
May 19, 1959, at which time no witnesses appeared in opposition 
thereto. 

The Commissioners of the District of Columbia recommended that 
the joint resolution, as amended, be passed, and advised that the Bu- 
reau of the Budget had no objection to the submission of their report to 
the Congress. The Washington Metropolitan Regional Conference 








COORDINATING THE DEVELOPMENT OF D.C. 3 


at its semiannual meeting held on May 14, 1959, adopted a resolution 
signifying to Congress its support for the general objectives and policy 
outlined in the first four sections of Senate Joint Resolution 42, and the 
amendment to section 5 of the joint resolution as adopted by your 
committee. The Washington Metropolitan Regional Conference is an 
organization which is voluntary in character, both in composition and 
binding policy determination, and is composed of the Commissioners 
of the District of Columbia and elected State and local officials of the 
Washington metropolitan region. 

Your committee feels that the enactment of the joint resolution 
would provide a congressional policy declaration which would have 
the effect of bringing the Congress, the Federal Government, the 
District of Columbia government, the States of Virginia and Mary- 
land, and the various county and city governmental units into closer 
partnership with area governments in future development. 
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DIRECTING THE COMMISSIONERS OF THE DISTRICT OF COLUMBIA 
TO CAUSE A STUDY TO BE MADE OF ALL FACTORS INVOLVED IN 
THE ESTABLISHMENT, CONSTRUCTION, AND OPERATION OF 
HELIPORTS WITHIN THE DISTRICT OF COLUMBIA 


June 30, 1959.—Ordered to be printed 


Mr. Beat, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany S.J. Res. 52] 


The Committee on the District of Columbia, to whom was referred 
the joint resolution (S.J. Res. 52) directing the Commissioners of the 
District of Columbia to cause a study to be made of all factors in- 
volved in the establishment, construction, and operation of heliports 
within the District of Columbia, after full consideration, report 
favorably thereon with an amendment and recommend that the joint 
resolution as amended do pass. 

The amendment is as follows: 

Page 2, line 1, strike “December 31, 1959” and insert in lieu thereof 
“June 30, 1960”. 

The purpose of this joint resolution is to direct the Commissioners 
of the District of Columbia to investigate and cause to be made a 
a study of all factors involved in the establishment, construction, and 
operation of heliports within the District of Columbia on sites con- 
venient to and in close proximity with the downtown, government, 
and commercial areas of the District of Columbia. 

The resolution also authorizes the Commissioners of the District of 
Columbia to secure information which may bear on the subject of 
heliports, from independent and private or governmental sources, or 
both, and further, it directs such governmental agencies from whom 
the Commissioners have requested information dealing with heliports 
to furnish such information directly to them. 

The Commissioners are to make a full report to the Congress on or 
before June 30, 1960, submitting the results of the investigation and 
study, together with such recommendations as they deem advisable. 

Such sums as may be necessary to carry out the provisions of this 
joint resolution are authorized to be appropriated, out of any money 
in the Treasury not otherwise appropriated. 
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2 THE ESTABLISHMENT OF HELIPORTS WITHIN D.C. 


During the hearing, no one appeared in opposition to the enactment 
of the resolution. The testimony indicated that the use of helicopters 
will undoubtedly become greater. While the Washington National 
Airport can and does handle the comparatively light helicopter traffic 
that now exists in the National Capital area, the witnesses were of the 
opinion that the future will demand large and elaborate facilities 
within the downtown area, considering anticipated greater use of this 
mode of travel to and from Chantilly and Friendship Airports, in 
addition to National Airport. 

It is felt that the enactment of the joint resolution would be an 
important step forward in the planning for the future of the District 
of Columbia. 

This legislation has the approval of the District Commissioners, and 
the cost of such study has Seas estimated at $25,000. 
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86TH CONGRESS t SENATE ReEpPortT 
Ist Session No. 458 





AMENDING THE ACT OF MARCH 3, 1901, TO ELIMINATE THE RE- 
QUIREMENT THAT CERTAIN DISTRICT OF COLUMBIA CORPO- 
RATIONS BE MANAGED BY NOT MORE THAN 15 TRUSTEES 


June 30, 1959.—Ordered to be printed 


Mr. Bratt, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany H.R. 4454] 


The Committee on the District of Columbia, to whom was referred 
the bill (H.R. 4454) to amend the act of March 3, 1901, to eliminate 
the requirement that certain District of Columbia corporations be 
managed by not more than 15 trustees, after full consideration, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

The purpose of this bill is to amend the act of March 3, 1901, so as 
to eliminate the requirement that certain District of Columbia corpo- 
rations be managed by not more than 15 trustees. At the present 
time, business corporations incorporated under sections 605 through 
641 of the aforementioned act (31 Stat. 1284; title 29, ch. 2, D.C. Code, 
1951 edition) are required, by section 608 of such act, to limit the num- 
ber of their trustees to “not less than three nor more than fifteen’’. 
The purpose of H.R. 4454 is to strike the words “nor more than 
fifteen”, thus enabling such corporations to have more than 15 trustees. 

The removal of this restriction will allow certain insurance com- 
panies to have as many directors as the demands of their business may 
require. The majority of business corporations which are incorpo- 
rated in the District of Columbia do not have an upward limitation 
on the number of trustees (directors). In this regard, enactment of 
this bill will put the insurance companies on a parity with other busi- 
hess corporations. 

The Commissioners of the District of Columbia have no objection 
to the passage of this bill, and the enactment of this legislation would 
not involve any additional expense to the District of Columbia. 
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2 CONCERNING CERTAIN DISTRICT OF COLUMBIA CORPORATIONS 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


31 Strat. 1285, Cu. 854, Suc. 608 (D.C. Copr 29-204) 


The stock, property, and concerns of such company shall be managed 
by not less than three [nor more than fifteen] trustees, who shall, 
respectively, be stockholders, and a majority citizens of the District, 
and shall, except for the first year, be annually elected by the stock- 
holders, at such time and place as shall be determined by the bylaws 
of the company. 
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AMENDING THE CODE OF LAW FOR THE DISTRICT OF COLUMBIA 
BY MODIFYING THE PROVISIONS RELATING TO THE ATTACH- 
MENT AND GARNISHMENT OF WAGES, SALARIES, AND COM- 
MISSIONS OF JUDGMENT DEBTORS 


JuNneE 30, 1959.—Ordered to be printed 


Mr. Hartke, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H.R. 836] 


The Committee on the District of Columbia, to whom was referred 
the bill (H.R. 836) to amend the code of law for the District of 
Columbia by modifying the provisions relating to the attachment and 
garnishment of wages, salaries, and commissions of judgment debtors, 
and for other purposes, after full consideration report favorably 
thereon with amendments and recommend that the bill as amended 
do pass. 

The amendments are as follows: 

Page 7, line 16, strike the word “debtor” and insert in lieu thereof 
“employer-garnishee”’. 

anes 8, strike line 19 and insert in lieu thereof ‘‘section 1104A)’; 
and’’. 

The purpose of the bill is to amend the code of law for the District 
of Columbia by modifying the provisions relating to the attachment 
and garnishment of wages, salaries, and commissions of judgment 
debtors, so as to provide a more workable statute for the garnish- 
ment of wages within the District of Columbia (‘‘An act to establish 
a code of law for the District of Columbia,” approved March 3, 1901, 
as amended). In substance this bill welt provide a graduated 

ercentage lien and levy upon the moneys due a judgment debtor 
rom his employer, and such lien would continue until the judgment 
is satisfied. 

Procedurally and substantively, many difficulties have arisen within 
the District of Columbia under the present law: (1) The great number 
of cases filed has placed tremendous workload on the courts (48,000 
cases per year). (2) There has been unfair treatment of nonresident 
judgment debtors who, though not working or receiving wages within 
34006 











2 THE ATTACHMENT AND GARNISHMENT OF WAGES, D.C. 


the District of Columbia, have been garnisheed in this jurisdiction and 
denied the benefits given to a resident. (3) The exemption under 
present law is unworkable, economically unsound, and burdensome 
on the courts. Presently, the majority of judgment debtors fail to 
take full advantage of the exemption provisions because of its technical 
nature, court interpretation, and required court attendance. The 
exemption procedure promotes an unwarranted coercive influence on 
judgment debtors by reason of delays in the payment of salaries to 
employees until determination of the litigation. This bill is designed 
to alleviate these problems. 

This bill is based on the theory that those judgment debtors who can 
least afford it are affected the least by an attachment of their wages 
and conversely, those who can best afford a heavier levy on their 
wages are those most affected by this proposal. This is accomplished 
by a graduated percentage lien based upon the total salary, with a 
minimum levy of 10 percent on smaller wage earners and graduated 
upward to a maximum of a 50-percent lien and continuing levy on 
larger wage earners. 

The percentages that are used in the event of an attachment are as 
follows: 10 percent of all wages up to $200 per month, 20 percent of 
that amount above $200 and up to $500 per month, and 50 percent 
of all wages in excess of $500 per month. As an example, if an 
individual earned $150 per week, the following amount would be due 
a judgment creditor at the end of a 4-week month, namely $130. 
If an employee earns only $200 per month or $50 a week, only $20 
of that employee’s salary would be deducted each month, assuming 
there are 4 weeks to the month. 

The bill also provides for: 

(1) Only one attachment upon the wages of a judgment 
debtor shall be satisfied at one time and when more than one 
attachment is issued upon the wages of the same person and 
served upon the same employer-garnishee, the attachment first 
in the hands of the marshal shall have priority; 

(2) Certain duties upon the attaching creditor and the em- 
ployer-garnishee; 

(3) A provision dealing with the employment lapse of a debtor; 

(4) A clear definition of the term “‘wages;” 

(5) Provisions to protect creditors in the event of fraudulent 
attachments and fraudulent employment agreements between the 
wage earner and his employer; 

(6) Protection for a debtor’s family if he is under a court- 
support order, or subsequently placed thereunder; and 

(7) Protection for nonresident defendants. 

The purpose of the committee amendments is to correct printing 
errors in the bill. 

There will be no additional cost to the District of Columbia by the 
enactment of this legislation. The District of Columbia Commis- 
sioners have no objection to the passage of this measure, and the bill 
is supported by the Bar Association of the District of Columbia. 


PRINCIPAL PROVISIONS OF THE BILL 


Section 1 of the bill would prescribe the method and mode of 
attachments upon wages to be followed hereafter within the District 
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THE ATTACHMENT AND GARNISHMENT OF WAGES, D.C. 3 
of Columbia. This section is composed of 10 subsections which 
clearly set out the rights and duties of the parties. The following is 
a subsection analysis of section 1: 

Subsection (a) provides a 10-percent lien and continuing levy upon 
the gross wages due or to become due to the judgment debtor up to 
$200 per month, the moneys earned by the debtor in excess of $200 
and up to $500 per month would be subject to a 20-percent lien and 
continuing levy, all moneys earned above the $500 level would be 
subject to a 50-percent levy. This percentage attachment is to con- 
tinue as a lien against the wages of an employee until the judgment, 
interest, and costs are fully paid. In the event more than one attach- 
ment is filed against the same employer for money due to the same 
employee, the writs so filed will take priority as of the time they are 
received by the U.S. marshal and only one levy can be made at any 
one time until the attachment having priority is satisfied. 

Subsection (b) provides a duty upon the employer-garnishee to 
withhold and pay over to the creditor the amounts prescribed by the 
bill on a monthly basis. The employer-garnishee has 15 days after the 
close of the last pay period of the month to so remit. If the employer 
complies with the requirements, he is absolved of any liability, and in 
the event the employer has received a written notice of a court proceed- 
ing attacking the attachment or the judgment upon which it is based, 
he shall cease payment to the creditor until receipt of a court order 
terminating such proceedings. 

Subsection (c) provides that the creditor must (1) file a receipt with 
the clerk of the court every 3 months showing the amounts received 
and the balance due at that time; (2) file a final receipt and vacate the 
attachment within 20 days after satisfaction. If the creditor fails to 
comply with the above requirements, he can be compelled by legal 
action to so comply. 

Subsection (d) provides a penalty to an employer in that he would 
be liable to a judgment if he failed to pay the creditor the percentages 
provided for in this act. Such liability is limited to an amount equal 
to the percentages that said employer-garnishee should have paid the 
creditor. Their loss is in no way intended to be passed on to the 
employee. 

Subsection (e) provides that if the debtor resigns or is dismissed 
from his employment while his wages are subject to an attachment, 
this attachment would lapse unless the debtor was reinstated within 
90 days. 

Subsection (f) provides an additional meaning to the words “‘wages, 
salaries, and commissions” in that it adds drawing accounts and profit 
sharing or sums based on work done or produced and clearly defines 
what is meant by wages. ‘This subsection further provides that wages 
as defined by this act do not include the remuneration received by a 
nonresident who is employed within the District of Columbia for 15 
days or less. This particular provision is to protect businessmen 
within the District from unscrupulous persons who, if it were not for 
this limitation, could reap great benefit from this bill. 

Subsection (g) provides that all support orders would take preced- 
ence or be equal to attachments filed under this bill in the discretion 
of the court, except that up to a maximum of 50 percent of the wages 
an employee receives a pay period would be subject to an attachment 
in a support or maintenance case. 
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Subsection (h) provides that the attachment prescribed hereunder 
shall not lapse due to any existing limitation in the law if such attach- 
ment has been levied within 6 years after judgment has been obtained. 

Subsection (i) provides that when it is shown that a debtor is em- 
ployed by a friend or relative at a salary so low as to impede creditors 
in attachment cases, the court may direct the employer to make pay- 
ments to the creditor based on a reasonable value for the services 
rendered by such judgment debtor or upon the debtor’s present earn- 
ing ability. 

Subsection (j) provides a remedy for those cases where a debtor’s 
salary has been attached solely for the purpose of preventing or delay- 
ing the collection, by means of attachment, of just debts. 

Section 2 would clarify the existence of only one attachment upon 
wages at a time and the priority provided. 

Section 3 provides a penalty against the employer if he does not 
answer the writ of attachment as hereby prescribed. 

Section 4 clarifies existing law in that it clearly takes salaries an] 
wages out of the present exemption statute. 

Section 5 provides that nonresidents be treated as residents under 
an attachment before judgment procedure. 

Section 6 provides that the amendments made by this act shall not 
apply with respect to attachments until 60 days after the enactment 
of this act. ‘The logic for this 60-day period is to provide the courts 
sufficient time within which to formulate administrative plans and 
acquire proper forms with which to carry out the purposes of this 
garnishment legislation. 

Section 7 provides the usual severability clause. 

Section 8 provides that the judges of the courts of the District of 
Columbia, whose duty it will be to administer this proposal, establish 
rules of procedure to effectuate the purpose of the bill. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


(31 Stat. 1362) 


“Sec. 1104A. ArracuMent or Waces.—(a) Notwithstanding any 
other provision of this chapter, where an attachment is levied upon wages 
due a judgment debtor from an employer-garnishee, such attachment shall 
become a lien and a continuing levy upon the gross wages due or to become 
due to the judgment debtor for the amount specified in the attachment to 
the extent of (1) 10 per centum of so much of the gross wages as does not 
exceed $200 due or to become due to the judgment debtor from the employer- 
garnishee for the pay period or periods ending in any calendar month, 
plus (2) 20 per centum of so much of the gross wages as ecxeeds $200 
but does not exceed $500 due or to become due to the judgment debtor 
from the employer-garnishee for the pay period or aoa ending mn any 
calendar month, plus (3) 50 per centum of so much of the gross wages as 
exceeds $500 due or to become due to the judgment debtor from the employer- 
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garnishee for the pay period or periods ending in any calendar month. 
Such levy shall be a continuing levy until the judgment, interest, and 
costs thereof are fully satisfied and paid, and in no event shall moneys 
be withheld, by the employer-garnishee from the judgment debtor, in 
amounts greater than those prescribed by this section. Only one attach- 
ment upon the wages of a judgment debtor shall be satisfied at one time. 
Where more than one attachment is issued upon the wages of the same 
judgment debtor and served upon the same employer-garnishee, the attach- 
ment first delivered to the marshal shall have priority, and all subsequent 
attachments shall be satisfied in the order of priority set forth in section 
452 of this Act. 

“(b) It shall be the duty and responsibility of any employer upon whom 
an attachment is served, and who at such time is indebted for wages to an 
employee who is the judgment debtor named in such attachment, or who be- 
comes so indebted to such judgment debtor in the future and while such at- 
tachment remains a lien upon such indebtedness, to withhold and pay 
to the gudgment creditor, or his legal representative, within fifteen days 
after the close of the last pay period of the judgment debtor ending in each 
calendar month, that percentage of the gross wages payable to the judgment 
debtor for the pay period or periods ending in such calendar month to 
which the judgment creditor is entitled under the terms of this section until 
such attachment is wholly satisfied, provided that upon written notice of 
any court proceeding attacking such attachment or the judgment on which 
it 1s based, the employer shall make no further payments to the judgment 
creditor or his legal representative until receipt of an order of court termi- 
naling such proceedings. Any payments made by an employer-garnishee 
in conformity with this subsection shall be a discharge of the liability of the 
employer to the yudgment debtor to the extent of such payments. Under 
this subsection the employer-garnishee sha!l not withhold or pay over more 
than 10 per centum of the gross wages payable to the judgment debtor for 
any pay period ending in any calendar month until the total amount of 
gross wages paid or payable to the judgment debtor for ali pay periods 
ending in such calendar month equals $200, nor more than 20 per centum 
of the gross wages in excess of $200 payable to the judgment debtor for any 
pay period ending in any calendar month until the total amount of gross 
wages paid or payable to the judgment debtor for all pay periods ending in 
such calendar month equals $500. 

““(c) it shall be the duty and responsibility of the zudgment creditor 
(1) to file with the clerk of the court, every three months after the serving 
of an attachment, a receipt showing the amount received and the balance 

ue under the attachment as of the date of filing, and (2) to file a final 
receipt urth the court, furnish a copy thereof to the employer-garnashee, 
and to obtain a vacation of the attachment within twenty days after the 
attachment has been satisfied. If the judgment creditor fails to file any 
of the receipts prescribed in this subsection, any interested party may 
move the court to compel the defaulting judgment creditor to appear in 
court and make an accounting forthwith. The court may, in its disere- 
tion, enter judgment for any damages, including a reasonable attorney’s 
fee, suffered by, and tax costs in favor of, the party filing the motion to 
compel the accounting. 

““(d) If the employer-garnishee fails to pay to the judgment creditor the 
percentages prescribed in this section of the wages which become payable 
to the judgment debtor for any pay period, yudgment shall be entered 
against him for an amount equal to the percentages with respect to which 
such failure occurs. 
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“(e) If a judgment debtor resigns or 1s dismissed from his employment 
while an attachment upon his wages is wholly or partly unsatisfied, such 
attachment shall lapse and no further deduction shall be made thereon 
unless the judgment debtor is reinstated or reemployed within ninety days 
after such resignation or dismissal. 

“(f) For purposes of this section, the term ‘wages’ means— 

(1) wages, salary, commission, or other remuneration for 
services performed by an employee for his employer, including any 
such remuneration measured partly or wholly by percentages or 
share of profits, or by other sums based upon work done or results 
produced, whether or not the employee is given a drawing account, and 

“(2) any drawing account made available to an employee by his 
employer. 

The term ‘wages’ shall not include any amount paid or payable to an 
employee who is not a resident of the District of Columbia as remuneration 
for services performed within the District of Columbia, if the period for 
which the employee is engaged by the employer to perform such services 
within the District of Columbia is less than fifteen consecutive days’ 
duration; and any such amount shall be subject to attachment without 
regard to this section. 

“(qg) The per centum limitations prescribed by subsection (a) of this 
section shall not apply in the case of execution upon a judgment, order, 
or decree of any court of the District of Columbia for the payment of any 
sum for the support or maintenance of a person’s wife, or former wife, or 
children, and any such execution, judgment, order, or decree shall, in 
the discretion of the court, have priority over any other execution which is 
subject to the provision of this section. In the case of execution upon a 
judgment, order, or decree for the payment of such sum for support or 
maintenance, the limitation shall a 50 per centum of the gross wages 
due or to become due to any such person for the pay period or periods 
ending in any calendar month. 

“(h) No attachment issued by the municipal court for the District of 
Columbia upon a judgment of such court duly docketed in the United 
States District Court for the District of Columbia, and levied within siz 
years from the date of such judgment upon the wages due or to become 
due to the judgment debtor from the employer-garnishee, shall lapse or 
become invalid prior to complete satisfaction solely by reason of the 
expiration of the period of limitation set forth in section 4(c) of the Aet 
of April 1, 1942 (56 Stat. 193; D.C. Code 11-755). 

““(2) Where the judgment debtor claims or is proved to be rendering 
services to or employed by a relative or other person or by a corporation 
owned or controlled by a relative or other person, without salary or com- 
pensation, or at a salary or compensation so inadequate as to satisfy the 
court that such salary or compensation is merely colorable and designed 
to defraud or impede the creditors of such debtor, the court may direct 
such employer-garnishee to make payments on account of the judgment, 
in installments, based upon a reasonable value of the services rendered by 
such judgment debtor under his said employment or upon said debtor's 
then earning ability. 

““(7) Where an attachment levied under section 1104A is based upon 
a judgment obtained by default or consent without a trial upon the merits, 
the court, upon motion of any interested person, may quash such attach- 
ment upon satisfactory proof that such judgment was obtained without 
just cause and solely for the purpose of preventing or delaying the satis- 
faction of just claims.” 
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(31 Stat. 1360, 68 Stat. 1043) 
INTERROGATORIES 


(a) In all cases of attachment the plaintiff may exhibit interroga- 
tories in writing, in such form as may be allowed by the rules or special 
order of the court, to be served upon any garnishee concerning any 
property of the defendant in his possession or charge or any indebted- 
ness of his to the defendant at the time of the service of the attach- 
ment or between the time of such service and the filing of his answers 
to said interrogatories; and the garnishec shall file his answers verified 
by a written declaration that such answers are made under the penal- 
ties of perjury, to such interrogatories within ten days after service 
of the same upon him. In addition to the answers to written inter- 
rogatories required of him, the garnishee may, on motion, be required 
to appear in court and be examined orally, under oath, touching any 
property or credits of the defendant in his hands. 

(b) Only one attachment upon goods, chattels, and credits of a 
judgment debtor shall be satisfied at one time. Where more than 
one such attachment issued against the same judgment debtor has 
been served on any garnishee such attachments shall be satisfied in 
the order in which they were served upon the garnishee. This sub- 
section shall not apply with respect to an attachment upon wages to which 
section 1104A of this Act applies. 

(c) Every person who willfully makes and subscribes any return, 
statement, or other document, pursuant to this section, which contains 
or is verified by a written declaration that it is made under the penalties 
of perjury, and which he does not believe to be true and correct as to 
every material matter shall be subject to the penalties prescribed for 
perjury. 

(31 Stat. 1361) 


JUDGMENT AGAINST GARNISHEES 


[If] Subiect to the provisions of section 1104A of this Act, if a gar- 
nishee shall have admitted credits in his hands, in answer to inter- 
rogatories served upon him, or the same shall have been found upon 
an issue made as aforesaid, judgment shall be entered against him 
for the amount of credits admitted or found as aforesaid, not exceeding 
the amount of the plaintiff’s judgment, and costs, and execution shall 
be had thereon not to exceed the credits in his hands; but if said 
credits shall not be immediately due and payable, execution shall be 
stayed until the same shall become due; and if the garnishee shall 
have failed to answer the interrogatories served on him, or to appear 
and show cause why a judgment of condemnation should not be 
entered, such judgment shall be entered against him for the whole 
amount of the plaintiff’s judgment and costs, and execution shall be 
had thereon. 





(31 Stat. 1363, 58 Stat. 818, 66 Stat. 59) 
EARNINGS 


(a) The [earnings, salary] earnings (other than wages, as defined in 
section 1104A), insurance, annuities, or pension or retirement pay- 
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ments, not otherwise exempted, not to exceed $200 each month, of 
any person residing in the District of Columbia, or of any person who 
earns the major portions of his or her livelihood in the District of 
Columbia, regardless of place of residence, who provides the principal 
support of a family, for two months next preceding the issuing of any 
writ or process against him, from any court or officer of and in said 
District shall be exempt from attachment, levy, seizure, or sale upon 
such process, and the same shall not be seized, levied on, taken, 
reached, or sold by attachment, execution, or any other process or 
proceedings of any court judge, or other officer of and in said District: 
Provided, however, That where husband and wife are living together, 
the aggregate of the earnings [salaries] insurance, annuities, and pen 
sion or retirement payments of the husband and wife shall be the 
amount which shall be determinative of the exemption of either in 
cases arising ex contractu. 

(b) The Riesiittans salary] earnings (other than wages, as defined in 
section 1104A), insurance, annuities, or pension or retirement pay- 
ments, not otherwise exempted, not to exceed $60 each month for two 
months preceding the date of attachment of all persons residing in the 
District of Columbia, or of persons who earn the major portions of their 
livelihood in the District of Columbia, regardless of palce of residence, 
who do not provide for the support of a family, shall be entitled to like 
exemption from attachment, levy, seizure, or sale. All wearing ap- 
parel belonging to such persons not exceeding $300 in value, and me- 
chanic’s tools not exceeding $200 in value, shall also be exempt. 

(c) A notice of claim of exemption, or motion to quash attachment 
or other process against exempt property or money, may be filed in 
the office of the clerk of the court either by the debtor, his spouse, or 
a garnishee, and thereupon the court, after due notice, shall promptly 
act upon the notice, motion or other claim of exemption. 


(31 Stat. 1262, 53 Stat. 567, 58 Stat 819) 


(a) The attachment shall be levied on credits of the defendant, in 
the hands of a garnishee, by serving the latter with a copy of the 
writ of attachment and of the interrogatories accompanying the same, 
and a notice that any property or credits of the defendant in his 
hands are seized by virtue of the attachment, besides the notice 
required by section 16-302; and the undivided interest of the defend- 
ant in a partnership business shall be levied on by a similar service on 
the defendant’s partner or partners. 

The garnishee, in any case in which the property or credits attached 
or sought to be attached is held by him in the name of or for the 
account of another than the defendant, shall retain such property or 
credits during the period pending determination by the court of the 
propriety of the attachment or the rightful owner of such property or 
credits, and during such period, shall incur no liability whatsoever 
for such retention. 

(b) It shall be unlawful for any employer to pay salary or [wages] 
earnings to an employee in advance of the time the same shall be due 
and payable, for the purpose of avoiding or preventing an attachment 
or garnishment against the earnings or salary of such employee, and 
such advance payment, as to the attaching creditor, shall be void: 
Provided, That after the service of one writ of attachment or garnish- 
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ment on a judgment against an employer, any payment of salary or 
earnings thereafter before the time when said salary or earnings are 
due and payable, made within a period of six months after the date 
of service of said writ or before the earlier satisfaction of such judg- 
ment, whichever is the earlier, shall as to such attaching creditor, be 
presumed to be in violation of this subsection and shall cast upon the 
said employer the burden of proving that such advance payment or 
payments were not for the purpose of avoiding the attachment of 
such salary or earnings. 

(c) Any attachment issued under section 445 of this Act solely on the 
ground that the defendant is not a resident of the District of Columbia and 
levied upon wages as defined in section 1104A(f) shall be subject to the pro- 
visions of section 1104A of this Act, except that the employer-garnishee 
shall pay over the wages withheld pursuant to such section only pursuant 
to the order of the court which has jurisdiction of the case. In applying 
the provisions of such section to any such attachment, the term “judgment 
debtor’ as used in such section shall be considered to refer to the defendant 
in the case in which such attachment is issued; and the term “judgment 
creditor’’ shall be considered to refer to the plaintiff in such case. 
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AMENDING THE LAW RELATING TO INDECENT PUBLI- 
CATIONS IN THE DISTRICT OF COLUMBIA 


JuNE 30, 1959.—Ordered to be printed 


Mr. Hartke, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany S. 715] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 715) to amend the law relating to indecent publications in 
the District of Columbia, after full consideration, report favorably 
thereon with amendment and recommend that the bill as amended 
do pass. 

The amendment is as follows: 

Page 3, line 2, after the word “property” insert the words ‘‘shall be 
available for the payment of such liens and for all expenses incident 
to such sale, and the remainder’. 

The purpose of this bill is to amend the law relating to indecent 
publications in the District of Columbia so as to authorize forfeiture 
to the District of Columbia of property used in connection with a 
violation of law relating to indecent publications (31 Stat. 1332; sec. 
22-2001, D.C. Code, 1951 ed.). 

The procedure prescribed for forfeiting property contemplates a 
libel action being brought in the municipal court for the District of 
Columbia in the name of the District of Columbia by the Corporation 
Counsel. Unless good cause be shown to the contrary, the property 
is forfeited to the District, and may be made available for the use of 
any agency of the District government or otherwise disposed of as 
the Commissioners may, by order or regulation, provide, except that 
all property of an indecent, obscene, or lewd nature, shall, upon order 
of the court, be destroyed. Provision is made for the sale at public 
auction of certain forfeited property (that is, property which is not of 
an indecent, obscene, or lewd nature) whenever there are bona fide 
liens against the property and the transfer of such liens to the proceeds 
of the sale. 
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The purpose of the amendment, which was recommended by the 
District of Columbia Commissioners, is to make it clear that the pro- 
ceeds of the sale are available for the payment of bona fide liens and 
expenses incident to the sale. 
he District of Columbia Commissioners recommended another 
amendment to the bill so as to provide that proceedings for forfeit- 
ure of property seized under the authority of section 866 of the act 
of March 3, 1901, as amended (sec. 22-1505, D.C. Code, 1951 ed.), 
relating to gambling, be modified to conform with the procedure set 
forth in this bill. Your committee is of the view that since the pro- 
posed amendment relates to another subject, it would be unwise to 
include it in this proposal. It is the feeling of the committee that 
this matter should be considered in another bill relating to the 
gambling statute. 
Enactment of this legislation involves no expenditure to the 
District of Columbia. 


CHANGES IN 





EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standin 
Rules of the Senate, changes in existing law in the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italic, existing law in 
which no change is proposed is shown in roman): 


(31 Srat. 1332) 


Sec. 872. (a) InpEcent Pusiications.—Whoever sells, or give 
away, in the District, or has in his possession with intent to sell or 
ive away or to exhibit to another, any obscene, lewd, or indecent 
ook, pamphlet, drawing, engraving, picture, photograph, instrument, 
or article of indecent or immoral use, or advertises the same for sale, 
or writes or prints any letter, circular, handbill, book, pamphlet, or 
notice of any kind stating by what means any of such articles may 
be obtained, or advertises any drug, nostrum, or instrument intended 
to produce abortion, or gives or participates in, or by bill, poster, or 
otherwise advertises, any public exhibition, show, performance, or 
play containing obscene, indecent, or lascivious language, postures, oF 
suggestions, or otherwise offending public decency, shall be fined not 
less than fifty dollars nor more than ive hundred dollars, or imprisoned 
not more than one year, or both. 
(b) Any vehicle, fixture, equipment, stock, or any personalty (including, 
without limitation, vehicles, equipment, fixtures, or things adaptable to a 
lawful use) used or to be used in connection with (1) the sale, distribu- 
tion, manufacture, or showing of any article or material, or (2) the 
advertising or staging of any exhibition, the sale or advertising of which 
is prohibited by subsection (a) of this section, shall be subject to seizure 6 
any member of the Metropolitan Police force or the United States Par 
Police, or the United States marshal, or any deputy marshal, for the 
District of Columbia, and shall, upon seizure, be proceeded against by 
libel action brought in the Municipal Court for the District of Columbia 
in the name of the District of Columbia by the Corporation Counsel or 
any of this assistants and shall, unless good cause be shown to the con- 
trary, be forfeited to the District of Columbia and shall be made available 
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for the use of any agency of the Government of the District of Columbia or 
otherwise disposed of as the Commissioners of the District of Columbia 
may, by order or regulation, provide, except that all such property of an 
indecent, obscene or lewd nature shall, wpon order of the court, be de- 
stroyed, and any lien thereon shall be deemed not to be a bona fide lien: 
Provided, That if there be bona fide liens against the property so forfeited 
then such property shall be disposed of by public auction. Bona fide 
liens against property so forfeited shall, on good cause shown by the 
lienor, be transferred from the property to the proceeds of the sale of the 
property. The proceeds of the sale of such property shall be available 
for the payment of such liens and for all expenses incident to such sale, 
and the remainder shall be deposited in the Treasury of the United States 
to the credit of the District of Columbia. 


O 
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AMENDING THE DISTRICT OF COLUMBIA BUSINESS 
CORPORATION ACT 


JUNE 30, 1959.—Ordered to be printed 


Mr. Hartke, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To aceompany S. 660) 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 660) to amend the District of Columbia Business Corpo- 
ration Act, after full consideration, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 7, strike line 25, and insert in lieu thereof “repealed, and 
paragraphs (g), (h), and (k) are redesignated (f), (g), and (h), 
respectively.” 

Page 9, strike lines 14 and 15, and insert in lieu thereof the following: 


Sec. 16. Paragraphs (f) and (i) of section 112 of the Dis- 
trict of Columbia Business Corporation Act are repealed, 
and paragraphs (g) and (h) are redesignated (f) and (g), 
respectively. 

Page 9, strike lines 16, 17, and 18. 

Pages 9 and 10, renumber sections 18 and 19 as sections 17 and 18, 
respectively. 

Page 9, line 21, strike the wore 
“sections’’. 

Page 10, strike the quotation mark after the word ‘‘mail.”’. 


“Section” and insert in lieu thereof 


Page 10, after line 1, insert the following: 


Sec. 149. All civil actions under this Act which the Com- 
missioners are authorized to commence, and all prosecutions 
for violations of the provisions of this Act, shall be brought 
in the name of the District of Columbia by the Corporation 
Counsel of the District of Columbia. 

Sxc. 150. The Recorder of Deeds, after publishing notice 
of his intention so to do, is authorized, 180 days after the 
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effective date of this section, to destroy all duplicate original 
corporation papers filed in his office pursuant to this Act | 
prior to October 2, 1957. Such notice shall describe in gen- 

eral terms each class of papers affected, and shall be pub- 
lished once a week for three consectuive weeks in & newspaper 

of general circulation in the District of Columbia, the third 
publication of such notice to appear not less than 30 days 
prior to the date after which such papers may be destroyed. 

Any corporation shall be entitled to the return to it of any 
paper authorized by this section to be destroyed upon writ- 

ten request to the Seconda of Deeds accompanied by a fee 

in the amount of $1 for each such paper to cover the cost of 
postage and handling. 


Page 10, line 2, strike the word “thirtieth” and insert in lieu thereof 
“sixtieth’’. 

The purpose of this bill is to amend the District of Columbia Busi- 
ness Corporation Act, approved June 8, 1954, to make the specific 
changes which are enumerated below: 

Section 1 of the bill amends section 11 of the act to provide a pro- 
cedure for resignation by registered agents of domestic corporations. 

Section 2 amends section 14 of the act to add to the permissible var- 
iations between different series of shares of the same class. It author- 
izes variations in the time of payment and the dates from which divi- 
dends on cumulative stock shall be accumulative, and in the extent of 
other participation rights, if any; also, in the right to vote with holders 
of shares of any other series or class, and the right to vote as a class, 
either generally or as a condition to specified corporate action. 

Section 3 amends section 20 of the act by adding a provision to re- 
lieve a corporation of the necessity of printing on a stock certificate a 
summary or full statement of (a) limitations and restrictions upon 
transferability or (6) the designations, preferences, limitations, etc., 
relating to shares covered by the certificate, but provides that a state- 
ment shall be printed on each stock certificate that a summary or full 
statement of such restrictions will be furnished upon request of the 
shareholder. 

Section 4 amends section 22 of the act to provide a method for estab- 
lishing that shares of a corporation which have been issued for more 
than 12 years are fully paid and nonassessable. 

Section 5 amends section 26 of the act to permit a different period 
of notice of shareholders’ meetings than is now specified in the act if 
the bylaws of the corporation provide for such different period. 

Section 6 amends section 29 of the act by clarifyimg rules with re- 
spect to (a) the status of a proxy purporting to be executed by a corpo- 
ration, (6) the voting of shares standing in the name of a partnership 
and the status of a proxy purportedly executed by the partnership, 
and (c) the voting of shares standing in the name of two or more per- 
sons as joint tenants, tenants in common, or tenants by the entirety. 

Section 7 amends section 31 of the act to make it clear that when a 
quorum is present at a shareholders’ meeting, the affirmative vote of 
the majority of shares represented and entitled to vote shall be con- 
trolling unless a larger vote or voting by classes is required by the act 
or the articles of incorporation. The provision is subject to the 
exception that in elections of directors, persons receiving the greatest 
number of votes shall be deemed elected. 
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Section 8 amends section 35 of the act to provide that a vacancy 
occurring in a board of directors (other than by reason of an increase 
in the number of directors) may be filled by affirmative vote of a 
majority of the remaining directors, though less than a quorum, unless 
the articles of incorporation provide some different manner of filling 
the vacancy, such provision shall control. 

Section 9 amends subsection (c) of section 42 of the act to provide 
that a director shall not be liable under either subparagraph 1 or 2 
of section 42(a) of the act if he relied and acted in good faith upon 
financial statements of the corporation represented (as well as certified) 
in a written report of an independent public or certified public account- 
ant or firm of such accountants to fairly reflect the financial condition 
of such corporation. (Sec. 42(a)(1) makes directors liable for assent- 
ing to the declaration of a dividend or other distribution of assets 
contrary to the provisions of the act or restrictions contained in the 
articles of incorporation, and sec. 42(a)(2) makes them liable for 
assenting to such a dividend or distribution which renders the corpora- 
tion insolvent or reduces its net assets below its stated capital.) 
Section 9 also amends section 42 by adding a new subsection setting a 
3-year period of limitations on any suit brought against a director on 
any liability imposed by the act. 

Section 10 amends subsection (d) of section 45 of the act to require 
a stockholder submitting a request for a statement of the affairs of 
the corporation to state the purpose of his request. 

Section 11 amends subsection (a) of section 90 of the act to provide 
for two additional instances in which the U.S. District Court for the 
District of Columbia may order the liquidation of a corporation. The 
added situations are (a) deadlock of directors which the shareholders 
are unable to break and which causes or threatens irreparable injury 
to the corporation, and (5) deadlock in voting power of shareholders 
with resulting inability to elect new directors at two consecutive 
annual meetings. 

Section 12 amends subsection (a) of section 98 of the act to require 
the annual report of a domestic corporation to give the address of its 
principal office in the District, is such office is other than its registered 
office. 

Section 13 amends section 103 of the act to provide that the appli- 
cation of a foreign corporation for a certificate of authority to transact 
business in the District of Columbia shall contain a brief statement of 
the business the corporation proposes to transact in the District (the 
purposes for which the corporation is organized appear in the articles 
of incorporation which are required to be filed with the Commissioners). 
The section also eliminates provisions requiring the names of the 
States in which such corporation is admitted to transact business 
and the requirement to give detailed information as to its authorized 
and issued shares. 

Section 14 amends section 107 of the act to provide a procedure for 
resignation of the registered agent of a foreign corporation. 

Section 15 amends section 108 of the act to provide that a foreign 
corporation transacting business in the District without a certificate 
of authority is deemed to have made itself subject to substituted 
service of process on the Commissioners as its agent. A clarifying 
change is made in subsection (a) of section 108. 


59004 Res., Vol. 4—S. Rept. 461, 86-1, O-61—2 
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Section 16 amends section 112 of the act by eliminating the re- 
qn that the annual report of a foreign corporation contain 
the names of the States in which the corporation is qualified to 
aes business and to give details as to its authorized and issued 
shares. 

Section 17, by adding new section 148 to this act, authorizes the 
use the certified mail wherever the act now authorizes or requires use 
of registered mail. 

By adding new section 149 to this act, provides that all legal pro- 
ceedings and prosecutions required by the act shall be conducted by 
the ce of the Corporation Counsel for the District of Columbia. 

By adding new section 150 to this act, provides that the Recorder 
of Deeds, after public notice and 180 days after the effective date of 
this section, destroy all duplicate original corporation papers filed in 
his office pursuant to this act prior to October 2, 1957. Ovision is 
made that any corporation shall be entitled to the return to it of any 
paper authorized by this section to be destroyed upon written request 
to the Recorder of Deeds accompanied by a fee in the amount of $1, 

Section 18 provides that this act shall take effect on the 60th day 
after the date of its enactment. | 

The bill has the approval of the Commissioners of the District of 
Columbia and the District of Columbia Bar Association. 

The committee was informed that there would be little, if any, 
additional cost to the District of Columbia government as a result 
of the enactment of this bill. 


CHANGES IN EXISTING LAW 













In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


(68 Srat. 177; 77 Srat. 569) 





Sec. 11. (a) A corporation may change its registered office or 
change its registered agent, or both, by filing with the Commissioners 
a statement setting forth— 

(1) the name of the corporation; 

(2) the address, including street and number, if any, of its 
then registered office; 

(3) if the address of its registered office be changed, the 
address, including street and number, if any, to which the regis- 
tered office is to be changed; 

(4) the name of its then registered agent; 

(5) if its registered agent be changed, the name of its successor 
registered agent; 

(6) that the address of its registered office and the address of 
the business office of its registered agent as changed, will be 
identical; and 

(7) that such change was authorized by resolution duly adopted 
by its board of directors or was authorized by an officer of the 

corporation duly empowered to make such change. 
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(b) Such statement shall be executed in duplicate by the corporation 
by its president or a vice president, and verified by him, and the co 
rate seal shall be thereto affixed, attested by its secretary or an assist- 
ant secretary, and delivered to the Commissioners. If the Commis- 
oe =e that such statement conforms to the provisions of this Act, 
they shall: 

P (1) endorse on each of such duplicate originals the word ‘‘Filed’’, 

and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office; 

(3) return the other duplicate original to the corporation or its 
representative. 

(c) The change of address of the registered office, or the change of 
registered agent, or both, as the case may be, shall become effective 
upon the filing of such statement by the Commissioners. 

(d) Any registered agent of a corporation may resign as such agent 
upon filing a written notice thereof, executed in triplicate, with the Com- 
missioners, who shall forthwith mail one copy thereof to the corporation 
at its registered office and another copy thereof to the corporation at its 
principal office in the District as shown on the records of the Commis- 
stoners. The appointment of such agent shall terminate upon the ex- 
piration cf thirty days after receipt of such notice by the Commissioners 
or upon the appointment of a successor agent becoming effective, whichever 
occurs first. No fee or charge of any kind shall be imposed with respect 
to a filing under this subsection. 

Src. 14. (a) If the articles of incorporation so provide, the shares of 
any preferred to special class may be divided into and issued in series. 
If the shares of any such class are to be issued in series, then each 
series shall be so designated as to distinguish the shares thereof from 
the shares of all other series and classes. Any or all of the series 
of any such class and the variations in the relative rights and prefer- 
ences as between different series may be fixed and determined by the 
articles of incorporation: Provided, That all shares of the same class 
shall be identical except as to the following relative rights and pref- 
erences, in respect of any or all of which there may be variations 
between the different series: 

(1) The rate of dividend[.], the time of payment and the dates 
from which dividends on cumulative shares shall be accumulative, 
and the extent of other participation rights, if any. 

(2) The price at and the terms and conditions on which shares 
may be redeemed. 

(3) The amount payable upon shares in event of involuntary 
liquidation. 

(4) The amount payable upon shares in event of voluntary 
liquidation. 

re Sinking-fund provisions for the redemption or purchase of 
shares. 

(6) The terms and conditions on which shares may be con- 
verted, if the shares of any series are issued with the privilege of 
conversion. 

(7) Any right to vote with holders of shares of any other series or 
class and any right to vote as a class, either generally or as a condi- 
tion to specified corporate action. 

(b) If the articles of incorporation shall expressly vest authority 
in the board of directors, then, to the extent that the articles of incor- 
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poration shall not have established series and fixed and determined 
the variations in the relative rights and preferences as between series, 
the board of directors shall have authority to divide any or all of such 
classes into series and, within the limitations set forth in this section, 
fix and determine the relative rights and preferences of the shares of 
any series so established: Provided, That such authority of the board 
of directors shall be subject to such further limitations, if any, as are 
stated in the articles of incorporation and shall always be subject to 
the limitation that the board of directors shall not create a sinking 
fund in respect of any series unless provision for a sinking fund at least 
as beneficial to all issued and outstanding shares of the same class 
shall either then exist or be at the same time created. 

(c) In order for the board of directors to establish a series, where 
authority so to do is contained in the articles of incorporation, the 
board of directors shall adopt a resolution setting forth the designa- 
tion of the series and fixing and determining the relative rights and 
preferences thereof, or so much thereof as shall not be fixed and 
determined by the articles of incorporation. 

(d) Prior to the issue of any shares of a series established by 
resolution adopted by the board of directors, the corporation shall file 
with the Commissioners a statement setting forth— 

(1) the name of the corporation; 

(2) a copy of the resolution establishing and designating the 
series, and fixing and determining the relative rights and prefer- 
ences thereof; 

(3) the date of adoption of such resolution; 

(4) that such resolution was duly adopted by the board of 
directors. 

(e) Such statement shall be executed in duplicate by the corporation 
by its president or a vice president, and verified by him, and the cor- 
porate seal shall be thereto affixed, attested by its secretary or an 
assistant secretary, and shall be delivered to the Commissioners. If 
the Commissioners find that such statement conforms to law, they 
shall, when all franchise taxes, fees, and charges have been paid as in 
this Act prescribed— 

(1) endorse on each of such duplicate originals the word 
“Filed”, and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office; 

(3) return the other duplicate original to the corporation or its 
representative. 

(f) Upon the filing of such statement by the Commissioners, the 
resolution establishing and designating the series and fixing and 


determining the relative rights and preferences thereof shall become 
effective. 





CERTIFICATES REPRESENTING SHARES 









Src. 20. (a) The shares of a corporation shall be represented by 
certificates signed by the president or a vice president and the secre- 
tary or an assistant secretary and sealed with the seal of the corpora- 
tion. Such seal may be a facsimile. Where such a certificate is 
countersigned by a transfer agent other than the corporation itself 
or an employee of the corporation, or by a transfer clerk and registered 
by a registrar, the signatures of the president or vice president and 
the secretary or assistant secretary upon such certificate may be fac- 
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similes. In case any officer who has signed or whose facsimile signa- 
ture has been placed upon such certificate shall have ceased to be such 
officer before such certificate is issued, it may be issued by the corpora- 
tion with the same effect as if such officer had not ceased to hold such 
office at the date of its issue. 

[(b) Every certificate representing shares issued by a corporation 
which is authorized to issue shares the transferability of which is 
restricted or limited shall state upon the face or back thereof, in full 
or in the form of a summary, all of the limitations and restrictions 
upon the transferability thereof. 

[(c) Every cercificate representing shares issued by a corporation 
which is authorized to issue shares of more than one class shall state 
upon the face or back thereof, in full or in the form of a summary, 
all of the designations, preferences, limitations, and relative rights 
of the shares of each class authorized to be issued, and, if the corpora- 
tion is authorized to issue any preferred or special class in series, the 
variations in the relative rights and preferences between the shares 
of each such series so far as the same have been fixed and determined 
and the authority of the board of directors to fix and determine the 
relative rights and preferences of subsequent series. ] 

(b) Notwithstanding the provisions of section 15 of the Act entitled 
“An Act to regulate in the District of Columbia the transfer of shares of 
stock in corporations and to make uniform the law with reference thereto”’, 
approved December 23, 1944 (68 Stat. 927, D.C. Code, sec. 28-2916), 
every oe representing shares the transferability of which is restricted 
or limited shall state upon the face thereof that the transferability of such 
shares is restricted or limited and upon the face or back thereof shall either 
set forth a full or summary statement of any such restriction or limitation 
upon the transferability of such shares or shall state that the corporation 
will furnish to any shareholder upon request and without charge such full 
or summary statement. 

(c) Subject to the provisions of subsection (b) of this section, every cer- 
tificate representing shares issued by a corporation which is authorized to 
wsue shares of more than one class shall set forth upon the face or back 
thereof, or shall state that the corporation will furnish to any shareholder 
upon request and without charge, a full or summary statement of the 
designations, preferences, limitations, and relative rights of the shares of 
each class authorized to be issued, and, if the corporation is authorized to 
wsue any preferred or special class in series, the variations in the relative 
rights and preferences between the shares of each such series so far as the 
same have been fixed and determined and the authority of the board of 
directors to fix and determine the relative rights and preferences of sub- 
sequent series. 


(d) Each certificate representing shares shall also state— 

(1) that the corporation is organized under the laws of the 
District of Columbia; 

(2) the name of the person to whom issued; 

(3) the number and class of shares which such certificate 
represents; 

(4) the par value of each share represented by such certificate, 
or a statement that the shares are without par value. 


(e) a certificate shall be issued for any share until such share is 
y paid. 
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(f) As to corporations availing themselves of the provisions of sec- 
tion 141 of this Act, the provisions of this section 20 shall be applicable 
only to the shares of such corporations issued subsequent to such 
reimcorporation or incorporation. 


LIABILITY OF SUBSCRIBERS AND SHAREHOLDERS 


Sec. 22. (a) A holder of or a subscriber to shares of a corporation 
shall be under no obligation to the corporation or its creditors with 
respect to such shares other than the obligation to pay to the corpora- 
tion the full consideration for which said shares were issued or to be 
issued, which, as to shares having a par value, shall be not less than 
the par value thereof. Any person becoming an assignee or transferee 
of shares or of a subscription for shares in good faith and without 
knowledge or notice that the full consideration therefor has not been 

aid shall not be personally liable to the corporation or its creditors 
or any unpaid portion of such consideration. 

(b) No person holding shares as executor, administrator, conserva- 
tor, guardian, trustee, assignee for the benefit of creditors, or receiver 
shall be personally liable as a shareholder, but the estate and funds in 
the hands of said executor, administrator, conservator, guardian, 
trustee, assignee, or receiver shall be so liable. No pledgee or other 
holder of shares as collateral security shall be personally liable as a 
shareholder. . 

(c) Where it cannot be determined that shares which have been issued 
and outstanding for more than twelve years are fully paid and nonassessa- 
ble, a determination by the board of directors that the net assets of a cor- 
poration applicable to such shares have a fair value at least equal to the 
stated cagnial represented by such shares, shall, in the absence of fraud, 
have the same effect as if such shares had been issued in consideration 
of such net assets upon such a determination made at the time of issuance, 
except that no such determination shall affect any rights of any then 
existing creditors. 











NOTICE OF SHAREHOLDERS’ MEETINGS 


Sec. 26. Except as provided in section 134 hereof, written or printed 
notice stating the place, day and hour of the meeting, and, in case 
of a special meeting, the purpose or purposes for which the meeting 
is called, shall, in the absence of a provision in the bylaws specifying 4 
different period of notice, be delivered not less than ten nor more than 

ty days before the date of the meeting, either personally or by 
mail, by or at the direction of the president, the secretary, or the 
officer or person calling the meeting, to each shareholder of record 
entitled to vote at such meeting. 


VOTING OF SHARES BY CERTAIN HOLDERS 








Sec. 29. (a) Shares standing in the name of another corporation 

may be voted by such officer, agent, or proxy as the bylaws of such 

corporation may prescribe, or, in the absence of such provision, as 

the board of directors of such corporation may determine. A prozy 

srperting to be executed by « ecpenitign shat Be greenest tote sat 
the burden of proving invalidity shall rest on any challenger. 
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(b) Shares standing in the name of a deceased person may be voted 
by his administrator or executor, either in person or by proxy. Shares 
standing in the name of a guardian, conservator, or trustee may be 
voted by such fiduciary, either in person or by proxy, but no guardian, 
conservator, or trustee shall be entitled, as such fiduciary, to vote 
shares held by him without a transfer of such shares into his name. 

(c) Shares standing in the name of a receiver or a trustee in bank- 
ruptcy may be voted by such receiver or trustee, and shares held by 
or under the control of a receiver or a trustee in bankruptcy may be 
voted by such receiver or trustee without the transfer thereof into his 
name if authority so to do be contained in an appropriate order of the 
court by which such receiver or trustee in bankruptcy was appointed. 

(d) Rxcept as otherwise provided in section 27, a shareholder whose 
shares are pledged shall be entitled to vote such shares until the shares 
have been transferred into the name of the pledgee, and thereafter 
the pledgee shall be entitled to vote the shares so transferred. 

(e) Shares standing in the name of a partnership may be voted by any 
partner. A proxy puporting to be executed by a partnership shall be 
presumed to be valid and the burden of proving invalidity shall rest on 
any challenger. 

(f) Shares standing in the name of two or more persons as joint 
tenants, or tenants in common, or tenants by the entirety, may be voted 
in person or by proxy by any one or more of such persons. If more than 
one of such tenants shall vote such shares, the vote shal! be divided among 
them in proportion to the number of such tenants voted in person or by 
prory unless a different apportionment of the vote is requested by such 
tenants. 

QUORUM OF SHAREHOLDERS 


Sec. 31. (a) Unless otherwise provided in the articles of incorpora- 
tion or bylaws, a majority of the outstanding shares having voting 
power, represented in person or by proxy, shall constitute a quorum 
at a meeting of shareholders: Provided, That in no event shall a 
quorum consist of less than one-third of the outstanding shares having 
voting power. 

(b) The shareholders present at a duly organized meeting may 
continue to do business until adjournment, notwithstanding the 
withdrawal of enough shareholders to leave less than a quorum. 

(c) If a meeting cannot be organized because a quorum has not 
attended, those present may adjourn the meeting from time to time 
until a quorum is present when any business may be transacted that 
may have been transacted at the meeting as originally called. 

(d) If a quorum is present, the affirmative vote of the majority of the 
shares represented at the meeting and entitled to vote on the subject matter 
shall be the act of the shareholders, unless the vote of a greater number, or 
voting by classes, is required by this Act or the articles of incorporation, 
and except that in elections of directors, those receiving the greatest num- 
ber of votes shall be deemed elected even though not receiving a majority. 


VACANCIES 


Sec. 35. Any directorship to be filled by reason of an increase in 
the number of directors may be filled by election at an annual meeting 
or at a special meeting of shareholders entitled to vote called for that 
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purpose. Any vacancy occurring in the board of directors for any 
cause other than by reason of an increase in the number of directors 
may be filled [by the board of directors] by affimative vote of a ma- 
jority of the remaining directors, though less than a quorum of the board 
of directors, unless the articles of incorporation otherwise provide. A 

irector elected to fill a vacancy shall be elected for the unexpired 
term of his predecessor in office. 


LIABILITY OF DIRECTORS IN CERTAIN CASES 





Sec. 42. (a) In addition to any other liabilities imposed by law 
upon directors of a corporation— 

(1) directors of a corporation who vote for or assent to the 
declaration of any dividend or other distribution of the assets of 
a corporation to its shareholders contrary to the provisions of this 
Act, or contrary to any restrictions contained in the articles of in- 
corporation, shall be jointly and severally liable to the corporation 
for the amount of such dividend which is paid or the value of 
such assets which are distributed in excess of the amount of such 
dividend or distribution which could have been paid or distributed 
without a violation of the provisions of this Act or any restrictions 
in the articles of incorporation; 

(2) the directors of a corporation who vote for or assent to the 
declaration of any dividend or other distribution of assets of a 
corporation to its shareholders which renders the corporation in- 
solvent or reduces its net assets below its stated capital shall be 
jointly and severally liable to the corporation for the amount of 
such dividend which is paid or the value of such assets which are 
distributed, to the extent that the corporation is thereby rendered 
insolvent or its net assets are reduced below its stated capital; 

(3) the directors of a corporation who vote for or assent to 
any distribution of assets of a corporation to its shareholders 
during the liquidation of the corporation without an adequate 
provision for, or the payment and discharge of, all debts, obliga- 
tions, and liabilities of the corporation shall be jointly and sev- 
erally liable to the corporation for the amount of such dividend 
which is paid or the value of such assets which are distributed, 
to the extent that such debts, obligations and liabilities of the 
corporation are not thereafter paid and discharged; 

(4) the directors of a corporation who vote for or assent to the 
making of a loan to an officer or director of the corporation shall 
be jointly and severally liable to the corporation for the amount 
of such loan until the repayment thereof. 

(b) A director of a corporation who is present at a meeting of its 
board of directors at which action on any corporate matter is taken 
shall be conclusively presumed to have assented to the action taken 
unless his dissent shall be entered in the minutes of the meeting or 
unless he shall file his written dissent to such action with the person 
acting as the secretary of the meeting before the adjournment thereof 
or shall forward such dissent by registered mail to the secretary of 
the corporation immediately after the adjournment of the meeting. 


Such right to dissent shall not apply to a director who voted in favor 
of such action. 
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(c) A director shall not be liable under either subparagraph (1) or 
(2) of this section if he relied and acted in good faith upon a balance 
sheet and profit-and-loss statement of the corporation represented to 
him to be correct by the president or the officer of such corporation 
having charge of its books of account, or certified by or otherwise 
represented in @ written report of an independent public or certified 

ublic accountant or firm of such accountants to fairly reflect the 
Sonal condition of such corporation, nor shall he be so liable if in 
good faith in determining the amount availabie for any such dividend 
or distribution he considered the assets to be of their book value. 

(d) Any director against whom a claim shall be asserted under or 
pursuant to this section, and who shall be held liable thereon, shall be 
entitled to contribution from the other directors who are likewise 
liable thereon. 

(e) Any director against whom a claim shall be asserted under or 
pursuant to this section for the improper declaration of a dividend 
or other distribution of assets of a corporation and who shall be held 
liable thereon, shall be entitled to contribution from the shareholders 
who knowingly accepted or received any such dividend or assets, in 
proportion to the amounts received by them, respectively. 

(f) No suit shall be brought against any director for any liability 
imposed by this Act except within three years after the right of action 
shall accrue. 

BOOKS AND RECORDS 


Sec. 45. (a) Each corporation shall keep correct and complete books 
and records of account and shall also keep minutes of the proceedings 
of its shareholders and board of directors; and shall keep at its reg- 
istered office or principal place of business, or at the office of its trans- 
fer agent or registrar, a record of its shareholders, giving the names 
and addresses of all shareholders and the number and class of the 
shares held by each. 

(b) Any person or persons who shall be the holder or holders of 
record of at least 5 per centum of all the outstanding shares of a 
corporation shall have the right to examine, in person, or by agent 
or attorney, at any reasonable time or times, for any proper purpose, 
its record of shareholders and to make extracts therefrom. 

(c) A holder of a voting-trust certificate evidencing an interest in 
a voting trust conforming to the provisions of this Act shall have the 
same rights as a shareholder to examine and make extracts from the 
record of shareholders of the corporation. 

(d) If any person or persons holding in the aggregate 5 per centum 
or more of all of the outstanding shares of a corporation shall present 
to any officer, director, or registered agent of the corporation a written 
request, stating the purpose thereof, for a statement of its affairs, it 
shall be his duty to make or procure such a statement sworn to by 
the president or a vice president or by the treasurer or an assistant 
treasurer, embracing a particular account of its assets and liabilities 
in detail, and to have the same ready and on file at the registered office 
of the corporation within thirty days after the presentation of such 
request. Such statement shall at all times during business hours be 


open to the inspection of any shareholder and he shall be entitled to 
copy the same. 
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(e) Any corporation whose officers or agents shall refuse to allow 
any such shareholder, entitled under the provisions of this section to 
examine the record of shareholders, or his agent or attorney, so to 
examine and make extracts from its record of shareholders, for any 
proper purpose, shall be liable to such shareholder in a penalty of $50, 
in addition to any other damages or remedy afforded him by law. 
It shall be a defense to any action for penalties under this section that 
the person suing therefor has within two years sold or offered for sale 
any list of shareholders of such corporation or any other corporation 
or has aided or abetted any person in procuring any list of shareholders 
for any such purpose, or has improperly used any information secured 
through any prior examination of the record of shareholders of such 
corporation or any other corporation. 

é) Nothing herein contained shall impair the power of any court of 
competent jurisdiction, upon proof by a shareholder of proper purpose, 
irrespective of the period of time during which such shareholder shall 
have been a shareholder of record, and irrespective of the number of 
shares held by him, to compel by mandamus or otherwise the produc- 
tion for examination by such shareholder of the books and records of 
account, minutes, and record of shareholders of a corporation. 


JURISDICTION OF COURT TO LIQUIDATE ASSETS AND BUSINESS OF 
CORPORATION 


Sec. 90. (a) The United States District Court for the District of 
Columbia shall have full power to liquidate the assets and business 
of a corporation— 


(1) upon application by a corporation which has filed a state- 
ment of intent to dissolve, as provided in this Act, to have its 
liquidation continued under the supervision of the court; 

(2) when an action has been commenced by the Commissioners 
to dissolve a corporation and it is made to appear that liquidation 
of its business and affairs should precede the entry of a decree of 
dissolution[. J]; 

(3) in an action by a shareholder when it is established that the 
directors are deadlocked in the management of the corporate affairs 
and the shareholders are unable to break the deadlock, and that 
irreparable injury to the corporation is being suffered or is threatened 
by reason thereof; 

(4) in an action by a shareholder when it is established that the 
shareholders are deadlocked in voting power and for that reason have 
been unable at two consecutive annual meetings to elect successors to 
directors whose terms had expired. 

(b) Proceedings under this section shall be brought in the United 
States District Court for the District of Columbia. 

(c) It shall not be necessary to make shareholders parties to 
any such action or proceeding unless relief is sought against them 
personally. 

ANNUAL REPORT OF DOMESTIC CORPORATION 


Src. 98. (a) Each corporation shall file with the Commissioners, 
on or before April 15 of each year, an annual report setting forth— 

(1) the name of the corporation, the address, including street 

and number, if any, of its registered office in the District of 

Columbia, and the name of its registered agent at such address; 








“—@oo0 4 


st 
yf 


3 








AMENDING THE D.C. BUSINESS CORPORATION ACT 13 


(2) the address, including street and number, if any, of its 
principal office in the District, if such office is other than its registered 
office; 

oe (3) the names and respective addresses, including street 
and number, if any, of its directors and officers: 
3] (4) a brief statement of the character of the business in 
which the corporation is actually engaged; 

[4] (5) a statement of the aggregate number of shares which 
the corporation has authority to issue, itemized by classes, par 
value of shares, shares without par value, and series, if any, 
within a class; 

[5] (6) a statement of the aggregate number of issued shares, 
itemized by classes, par value of shares, shares without par value 
and series, if any, within a class. 

(b) Such annual reports shall be made on forms prescribed and fur- 
nished by the Commissioners, and the information therein contained 
shall be given as of the date of the execution of the report. 

(c) It shall be executed by the corporation by its president, vice 
president, secretary, assistant secretary, or treasurer, and verified by 
a gee executing the report, and the corporate seal shall be thereto 
affixed. 

APPLICATION FOR CERTIFICATE OF AUTHORITY 


Sec. 103. A foreign corporation may procure a certificate of au- 
thority to transact business in the District by making application 
therefor to the Commissioners, which application shall set forth— 

(a) The name of the corporation and the State under the laws of 
which it is organized. 

(b) If the name of the corporation does not contain one of the 
words “corporation”, “company’’, “incorporated”’, ‘‘limited”’, or does 
not contain an abbreviation of one of such words, then the name of 
the corporation with the word or abbreviation which it elects to add 
thereto for use in the District. 

(c) The date of its incorporation and the period of its duration. 

(d) The address, including street and number, if any, of its prin- 
cipal office in the State under the laws of which it is organized. 

(e) The address, including street and number, if any, of its pro- 
posed registered office in the District, and the name of its proposed 
registered agent in the District at such address. 

((f) The name or names of the State or States, if any, in which it 
is admitted or qualified to transact business. ] 

[(g) The purpose or purposes for which it was organized and which 
it proposes to pursue in the transaction of business in the District.] 

) A brief statement of the business it proposes to transact in the 


trict. 
[(h)] 9) The names and respective addresses, including street and 
number, if any, of its directors and officers. 

EW A statement of the egate number of shares which is has 
authority to issue, itemized by classes, par value of shares, shares 
without par value, and series, if any, within a class. 

(3) A statement of the egate number of its issued shares item- 
ized by classes, par value of shares, shares without par value, and 
series, if any, within a class. 

C(k)] (A) Such additional information as may benecessary or appro- 
priate in order to enable the Commissioners to determine whether 
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such corporation is entitled to a certificate of authority to transact 
business in the District. Such application shall be made on. forms 
prescribed and furnished by the Commissioners and shall beexecuted 
in duplicate by the corporation by its president or a vice president, 
and verified by him, and the corporate seal shall be thereto affixed, 
attested by its secretary or an assistant secretary. 


CHANGE OF REGISTERED OFFICE OR REGISTERED AGENT OF FOREIGN 
CORPORATION 










































Sec. 107. (a) A foreign corporation may from time to time change 
the address of its registered office. A foreign corporation shall change 
its registered agent if the office of registered agent shall become vacant 
for any reason, or if its registered agent becomes disqualified or 
incapacitated to act, or if it revokes the appointment of its registered 
agent. 

eb) A foreign corporation may change the address of its registered 
office or change its registered agent, or both, by filing with the Com- 
missioners a statement setting forth— 

(1) the name of the corporation; 

(2) the address, including street and number, if any, of its 
then registered office; 

(3) if the address of its registered office be changed, the address 
including street and number, if any, to which the registered office 
is to be changed; 

(4) the name of its then registered agent; 

(5) if its registered agent be changed, the name of its successor 
registered agent; 

(6) that the address of its registered office and the address of 
the business office of its registered agent, as changed, will be 
identical ; 

(7) that such change was authorized by resolution duly 
adopted by the board of directors or was authorized by an 
officer of the corporation duly empowered to make such change. 

(c) Such statement shall be executed in duplicate by the corpora- 
tion by its president or a vice president, and verified by him, and the 
corporate seal shall be thereto affixed, attested by its secretary or an 
assistant secretary, and shall be delivered to the Commissioners. If 
the Commissioners find that such statement conforms to the pro- 
visions of this Act, they shall— 


(1) endorse on each of such duplicate originals the word 
“Filed”, and the month, day, and year of the filing thereof, 

(2) file one of such duplicate originals in their office; 

(3) return the other duplicate original to the corporation or its 
representative. 


(d) The change of address of the registered office, or the change of 
registered agent, or both, as the case may be, shall become effective 
upon the filing of such statement by the Commissioners. 

(e) Any registered agent of a foreign corporation may resign as such 
agent upon filing a written notice thereof, executed in duplicate, with the 

ommissioners, who shall forthwith mail a copy thereof to the corporation 
at its principal office in the State under the laws of which it is organized as 
shown in the records of the Commissioners. appointment of such 
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agent shall terminate upon the expiration of thirty days after receipt of such 
notice by the Commissioners or upon the appointment of a successor agent 
becoming effective, whichever occurs sooner. No fee or charge of any kind 
shall be imposed with respect to a filing under this subsection. 


SERVICE OF PROCESS ON FOREIGN CORPORATION 


Sec. 108. (a) Service of process in any suit, action, or proceeding, 
or service of any notice or demand required or permitted by law to 
be served on a foreign corporation, may be made on such corporation 
by service thereof on the registered agent of such corporation. Serv- 
ice of any such process, notice, or demand upon a corporate agent, as 
such agent, may be had by delivering a copy of such process, notice, or 
demand to the president, vice president, the secretary, or an assistant 
secretary of such corporate agent. During any period within which 
a foreign corporation authorized to transact business in the District 
shall fail to appoint or maintain in the District a registered agent, or 
whenever any such registered agent cannot with reasonable diligence 
be found at the registered office in the District of such corporation, or 
whenever the certificate of authority of any foreign corporation shall 
be revoked, then and in every such case the Commissioners shall be an 
agent and representative of such foreign corporation upon whom any 
process, notice, or demand may be served. Service on the Commis- 
sioners of any such foreign corporation shall be made by delivering to 
and leaving with them, or with any clerk having charge of their 
office, duplicate copies of such process, notice, or demand. In the 
event any process, notice, or demand is served on the Commissioners, 
they shall immediately cause one of such copies to be forwarded by 
registered mail, addressed to such corporation at its principal office 
in the State under the laws of which it is organized as the same appears 
in the records of the Commissioners. Any service so had on the 
Commissioners shall be returnable in not less than thirty days: 
Provided, however, That, if a period of less than or greater than thirty 
days is prescribed by law or by rules of a court in the District or the 
rules or regulations of any agency of the United States or of the 
District, such prescribed period shall govern. 

(6) If any foreign corporation shall transact business in the District 
without a certificate of authority, it shall, by transacting such business, 
be deemed to have thereby appointed the Commissioners its agent and 
representative upon whom any process, notice, or demand may be served. 
Service shall be made by delivering to and leaving with the Commissioners, 
or with any clerk having charge of their office, duplicate copies of such 

ocess, notice, or demand, together with an affidavit giving the latest 

own post office address of such corporation and such service shall be 
sufficient if notice thereof and a copy of the process, notice, or demand are 
forwarded by registered mail, addressed to such corporation at the address 
given in such affidavit. Service pursuant to this subsection shall be 
subject to the requirements of the last sentence of subsection (a) of this 
section. 

[(b)] (c) Nothing herein contained shall limit or affect the right to 
serve any process, notice, or demand required or permitted by law to 
be served upon a foreign corporation in any other manner now or 
hereafter permitted by Ieee. 

[(c)] (d) The Commissioners shall keep a record of all processes, 
notices, and demands served upon them under this section, and shall 
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record therein the time of such service and their action with reference 
thereto. 


ANNUAL REPORT OF FOREIGN CORPORATIONS 


Sxc. 112. Each foreign corporation authorized to transact business 
in the District shall file on or before April 15 of each year with the 
Commissioners an annual report setting forth— 

(a) The name of the corporation and the State under the laws of 
which it is organized. 

(b) If the name of the corporation does not contain one of the 
words “corporation’”’, “company”, “incorporated’’, or “‘limited’’, or 
does not contain an abbreviation of one of such words, then the name 
of the corporation with the word or abbreviation which it has elected 
to add thereto for use in the District. 

(c) The date of its incorporation and the period of its duration. 

(d) The address, including street and number, if any, of its principal 
office in the State under the laws of which it is organized. 

(e) The address, including street and number, if any, of its regis- 
— office in the District, and the name of its registered agent at such 

ess. 

({(f) The name or names of the State or States other than the 
mr if any, in which it is admitted or qualified to transact busi- 
ness. 

Cea ) A brief statement of the character of the business in 
which it is actually engaged in the District. 

[h](g) The names and respective addresses, including street and 
number, if any, of its directors and officers. 

[(i) A statement of the aggregate number of shares which the 
corporation has authority to issue, and the aggregate number of its 
issued shares, itemized by classes, par value of shares, shares without 
par value, and series, if any, within a class. ] 

Such annual report shall be made on forms prescribed and furnished 
by the Commissioners and the information therein contained shall be 

iven as of the date of the execution of the report. It shall be executed 

y the corporation by its president, vice president, secretary, assistant 
secretary, or treasurer, and verified by the otficer making the report, 
and the corporate seal shall be thereto affixed. 


APPROPRIATION OF FUNDS 


Sec. 147. There are hereby authorized to be appropriated from any 
moneys in the Treasury of the United States to the credit of the 
District of Columbia, such amounts as may be necessary to carry into 
effect the provisions of this Act. 

Szc. 148. Wherever any provision of this Act authorizes or requires the 
service or erperding of any process, notice, or demand by registered mail, 


such provision 8 be deemed to include as an alternative the service or 
forwarding of such process, notice, or demand by certified mail. 

Sec. 149. All civil actions under this Act which the Commissioners 
are authorized to commence, and all prosecutions for violations of the 
provisions of this Act, shall be brought in the name of the District of 
Columbia by the Corporation Counsel of the District of Columbia. 

Szc. 150. The Recorder of Deeds, after publishing notice of his in- 
tention so to do, is authorized, 180 days olin the effective date of this 
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section, to destroy all duplicate original corporation papers filed in his 
afice ursuant to this Act prior to October 2, 1957. Such notice shall 

etbe in general terms each class of papers affected, and shall be pub- 
lished one a week for three consecutive weeks in a newspaper of general 
circulation in the District of Columbia, the third publication of such 
notice to appear not less than 30 days prior to the date after which such 
papers may be destroyed. Any corporation shall be entitled to the return 
to wt of any paper authorized by this section to be destroyed upon written 
request to the Recorder of Deeds accompanied by a fee vn the amount of 
$1 for each such paper to eover the cost of postage and handling. 


O 
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86TH CoNGRESS t SENATE Report 
1st Session No. 462 





EXEMPTING FROM TAXATION CERTAIN PROPERTY OF 
THE UNITED SPANISH WAR VETERANS, INC., IN THE 
DISTRICT OF COLUMBIA 


JuNE 30, 1959.—Ordered to be printed 


Mr. Frear, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8. 1921] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1921) to exempt from taxation certain property of the 
United Spanish War Veterans, Inc., in the District of Columbia, after 
full consideration, report favorably thereon without amendment and 
recommend that the bill do pass. 

The purpose of this bill is to exempt from taxation that part of the 
real property described as lot 886, in square 677, situated in the city 
of Washington, District of Columbia, which comprises the undivided 
one-half interest owned by the United Spanish War Veterans, Inc., 
so long as the same is owned and occupied by the said corporation, 
and is not used for commercial purposes, subject to the provisions 
of sections 2, 3, and 5 of the act entitled “An Act to define the real 
ety exempt from taxation in the District of Columbia’’, approved 

ecember 24, 1942 (56 Stat. 1089). 

The present assessed value of lot 886 in square 677, located at 40 
G Street, NE., is $58,995, of which $9,995 represents land valuation 
and $49,000 represents the valuation of the building thereon. The 
total tax on this property at the current rate is $1,357.08. Since 
S. 1921 proposes to exempt the undivided one-half interest of the 
United Spanish War Veterans, Inc., the revenue loss to the District 
of Columbia annually, based on present values and tax rates, would 
be $678.54. 

This property was formerly owned in its entirety by the National 
Tribune Corp. On May 7, 1937, the National Tribune Corp. con- 
veyed in fee simple an undivided one-half interest in the above- 
described property to the United Spanish War Veterans, Inc. The 

rst and second floors of the building on the property are occupied 
by the National Tribune Corp. and the third and fourth floors are 
occupied by the United Spanish War Veterans. 
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The organization known as United Spanish War Veterans was 
incorporated by an act of Congress approved April 22, 1940 (54 Stat. 
152). This act provides, among other things, that “the corporation 
shall not at any time engage in any business for pecuniary profit and 

ain.” 
, Other national veterans organizations have been given similar tax 
exemptions by previous acts of Congress. 
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86TH CONGRESS } SENATE { Report 
1st Session No. 463 


DESIGNATING THE BRIDGE TO BE CONSTRUCTED OVER THE 
POTOMAC RIVER NEAR 14TH STREET IN THE DISTRICT OF 
COLUMBIA, UNDER THE ACT OF JULY 16, 1946, AS THE GEORGE 
MASON MEMORIAL BRIDGE 


June 30, 1959.—Ordered to be printed 


Mr. Frear, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany H.R. 5534] 


The Committee on the District of Columbia, to whom was referred 
the bill (H.R. 5534) to designate the bridge to be constructed over 
the Potomac River near 14th Street in the District of Columbia 
under the act of July 16, 1946, as the George Mason Memoria 
Bridge, and for other purposes, after full consideration, report favor- 
ably thereon without amendment and recommend that the bill do 

ass. 

. The purpose of this bill is to designate the bridge to be constructed 
over the Potomac River near 14th Street in the District of Columbia 
to a point in Virginia, under authority of the act entitled “An act 

authorizing and directing the Commissioners of the District of Colum- 

bia to construct two four-lane bridges to replace the existing 14th 

Street or Highway Bridge across the Potomac River, and for other 
urposes,” approved July 16, 1946 (60 Stat. 566), as the George 
fason Memorial Bridge. 

Section 1 of the bill specifically provides that the bridge which will 
replace the existing 14th Street or Highway Bridge (southbound) 
across the Potomac River shall be known and designated as the 
“George Mason Memorial Bridge.” This section of the bill furt! er 
provides that any law, regulation, map, document, record, or other 
o_ of the United States in which such bridge is referred to shall be 

eld to refer to such bridge as the ““George Mason Memorial Bridge.” 
+ oe 2 provides that the Commissioners of the District of Colum- 

1a shall— 
(1) place on the George Mason Memorial Bridge a name plaque 
of suitable and appropriate design, and 
(2) in connection with the opening of such bridge to the public, 
provide for suitable ceremonies honoring George Mason, the 
34006 
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American statesman of the Revolutionary War period from the 
State of Virginia who drafted the renowned Virginia Declaration 
of Rights which became the basis for the first 10 amendments to 
the Constitution of the United States. 
Hearings were held on the proposal on June 15, 1959, at which time 
no one appeared in opposition thereto. The Commissioners of the 
District of Columbia also recommended approval of the bill. 


O 
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86TH CONGRESS i SENATE { Report 
1st Session No. 464 


AMENDING THE ACT ENTITLED “AN ACT FOR THE REGULATION 
OF THE PRACTICE OF DENTISTRY IN THE DISTRICT OF COLUM- 
BIA, AND FOR THE PROTECTION OF THE PEOPLE FROM 
EMPIRICISM IN RELATION THERETO,” APPROVED JUNE 6, 1892, 
AS AMENDED 


June 30, 1959.—Ordered to be printed 


Mr. Morsz, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H.R. 4072] 


The Committee on the District of Columbia to whom was referred 
the bill (H.R. 4072) to amend the act entitled “An act for the regula- 
tion of the practice of dentistry in the District of Columbia, and for 
the protection of the people from empiricism in relation thereto,” 
approved June 6, 1892, as amended, report favorably thereon without 
amendment and recommend that the bill do pass. 

The purpose of the proposed legislation is to permit the District of 
Columbia Board of Dental Examiners, in its discretion, to waive any 
theoretical examination of an applicant for a license to practice 
dentistry if the applicant has successfully passed an examination 
given by the National Board of Dental Examiners, provided that the 
applicant can successfully pass the practical examination which is 
administered by the District of Columbia Board of Dental Examiners. 

he Commissioners of the District of Columbia recommended 
enactment of a companion measure, S. 647. A letter dated January 
15, 1959, transmitting the draft legislation is set forth as follows: 


JANUARY 15, 1958. 
Hon. Ricnarp M. Nixon, 


The President, U.S. Senate, Washington, D.C. 

My Dear Mr. Presipent: The Commissioners of the District of 
Columbia have the honor to submit herewith a draft of a bill to amend 
the act for the regulation of the practice of dentistry in the District of 
Columbia, and for the protection of the people from empiricism m 
relation thereto, approved June 6, 1892, as amended. 

Existing law requires that the District of Columbia Board of Dental 
Examiners give an applicant for license to practice dentistry in the 
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District of Columbia both a practical and a theoretical examination. 
The Board has determined that the theoretical examinations given by 
the National Board of Dental Examiners are at least as comprehensive 
and as exhaustive as those given by the District of Columbia Board of 
Dental Examiners. The National Board of Dental Examiners is 
composed of the 9 members of the council of the National Board of 
Dental Examiners together with 20 additional persons who come 
from all parts of the United States and who act as consultants on the 
preparation of the national board questions. The council was 
established by the American Dental Association in 1928 and is a 
standing committee of such association. Of its nine members, three 
represent the American Dental Association, three represent the Ameri- 
can Association of Dental Examiners, and three represent the Ameri- 
can Association for Dental Schools. Thirty-one States, Hawaii, the 
U.S. Army, Navy, and Public Health Service accept the national 
board certificate and grades. 

The Commissioners recommend the amendment of section 8 of the 
act of June 6, 1892, as amended, so as to permit the District Board 
of Dental Examiners, in its discretion, to waive any theoretical exami- 
nation of an applicant who holds a certificate from the National Board 
of Dental Examiners, providing such person can successfully pass the 
practical examination administered by the District Board of Dental 
Examiners. 

As has been noted above, the theoretical examination conducted by 
the national board is expected to be at least as comprehensive and 
as exhaustive as the theoretical examination conducted by the District 
board. However, since this may not always be the case, the bill 
requires that the District board, in exercising its discretion in waiving 
the theoretical examination, satisfy itself that the examination given 
the applicant was at least as comprehensive as that required in the 
District of Columbia. 

The acceptance of a theoretical examination conducted by the Na- 
tional Board of Dental Examiners will benefit the District as well as 
the applicant. The national board examinations, by reason of their 
national character, have a tendency to provide a uniform and con- 
sistent measure of the qualifications of persons seeking licensure. The 
composition of the examination tends to reflect the teaching of the 
theory of dentistry on a nationwide basis. The resources in personnel 
and equipment available to the council of the National Board of Den- 
tal Examiners makes possible the rapid evaluation and dissemination 
of the results of the examinations. The expense of printing the exami- 
nations, furnishing materials, securing administrators and proctors, 
and payment of shipping charges and all other costs involved in the 
testing program are sustained by the national board. 

The Commissioners are informed that the District of Columbia 
Board of Dental Examiners will have complete freedom in connection 
with interpreting the National Board grades, and that there is no 
objection to the District Board’s supplementing the National Board’s 
examinations with any other examination deemed necessary to fulfill 
District requirements. 

Section 2 of the bill is intended to coordinate the proposed amend- 
ment of the act of June 6, 1892, as amended, with the requirements of 
Reorganization Plan No. 5 of 1952, relating to reorganization of the 
government of the District of Columbia. 
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The Commissioners anticipate no increased cost to the District as 
a result of the enactment of the bill. 
Yours very sincerely, 


Rosert E. McLavucuuin, 
President, Board of Commissioners, District of Columbia. 


Hearings were conducted on the bill and no witnesses appeared in 
opposition. The District of Columbia Dental Society by letter to the 
committee urged approval of the bill. A witness representing the 
Board of Dental Examiners of the District of Columbia likewise ad- 
vocated passage. 

The committee was informed that this type of examination pro- 
cedure as provided in the bill is now followed in 44 States. 

The Commissioners, as expressed in their letter previously quoted, 
anticipate no increased cost to the District if the bill were to be enacted. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


(54 Strat. 717, Section 8—2-308 D.C. Cope) 


An applicant for a license to practice dentistry shall appear before 
the Board at its first meeting after the filing of his application, and 
pass a satisfactory examination, consisting of practical demonstra- 
tions and written or oral test, or both, in the following subjects: 
Anatomy, anesthetics, bacteriology, chemistry, histology, operative 
dentistry, oral surgery, orthodontia, pathology, physiology, prosthetic 
dentistry, materia medica, metallurgy, and therapeutics, and such 
other subjects as the Board may from time to time direct: Provided, 
That the Board may waive the theoretical examination in the case of 
an applicant who furnishes proof satisfactory to said Board that he is a 
graduate from a reputable dental college of a state or territory of the 
United States, approved by the Board, and holds a license from a 
similar dental board, with requirements equal to those of the District 
of Columbia, and who, for five consecutive years next prior to filing 
his application, has been in the lawful and reputable practice of den- 
tistry in the state or territory of the United States from which he 
applies: Provided, That the laws of such state or territory accord equal 
rights to a dentist of the District of Columbia holding a license from the 
board of the District of Columbia, who desires to practice his profession 
in such state or territory of the United States. An applicant desiring 
to register in the District of Columbia under this section must furnish 
the Board with a letter from the secretary of the Board of Dental 
Examiners, under seal of the Board of Dental Examiners of the state 
or territory of the United States from which he applies, which shall 
stete that he has been in the lawful and reputable practice of dentistry 
in the state or territory from which he applies for the five years next 
prior to filing his application, and shall also attest to his moral character 
and professional qualifications. The Board of Dental Examiners may, 
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in its discretion, waive the theoretical examination and issue a license to 
any applicant who holds a certificate from the National Board of Dental 
Examiners: Provided, That such applicant shall pass a practical exami- 
nation given by the Board of Dental Examiners: Provided further, That 
in exercising its discretion to waive theoretical examinations the Board 
of Dental Examiners shall satisfy itself that the examination given by 
the National Board of Dental Examiners was as comprehensive as that 
required in the District of Columbia. 


O 
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86TH CONGRESS } SENATE { REporT 
1st Session No. 465 


AMENDING THE DISTRICT OF COLUMBIA HOSPITAL CENTER ACT 
IN ORDER TO EXTEND THE TIME DURING WHICH APPROPRIA- 
TIONS MAY BE MADE FOR THE PURPOSES OF SUCH ACT 


June 30, 1959.—Ordered to be printed 


Mr. Morsz, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H.R. 6662) 


The Committee on the District of Columbia, to whom was referred 
the bill (H.R. 6662) to amend the District of Columbia Hospital 
Center Act in order to extend the time during which appropriations 
may be made for the purposes of such act, after full consideration, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The purpose of the bill is to extend the time for allowing private 
sponsors of the proposed new hospital in Southeast Washington to 
raise funds with which to match those given in grant by the Federal 
Government under the terms of Hill-Burton legislation. 

During the 85th Congress legislation was enacted amending the 
District of Columbia Hospital Center Act to provide a grant of 
$3 million for the purpose of constructing the Southeast Hospital. 
The present bill would merely extend the time during which appropria- 
tions may be made for that purpose from the present closing date of 
June 30, 1959, to June 30, 1961. 

The committee was advised during the course of hearings upon S. 
1639, a companion measure, that the District Commissioners do not 
object to enactment; that General Services Administration, the 
agency administering the Hill-Burton program, favors enactment; and 
that the Bureau of the Budget interposed no objection to the rendition 
of a favorable report by General Services Administration. 

The Washington Board of Trade and the Federation of Citizens 
Associations of the District of Columbia both endorse the bill and 
recommend enactment. 

A letter, dated May 28, 1959, received by the committee from Mr. 
Raymond J. McDonough, president of the Greater Southeast Com- 
munity Hospital Building Fund, detailing the need for this legislation, 
is made herewith a part of this report: 
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JUNE 4, 1959. 

Senator Wayne Morss, 

Chairman, Senate Committee on District of Columbia, Subcommittee on 
Public Health, Education, Welfare, and Safety, Washington, D.C. 

My Dear Senator Morse: I should like to take this means to 
submit the following information in support of S. 1639 providing for 
an extension of Public Law 85-328 to July 1, 1961. 

The need for a hospital to serve the 300,000 residents of Southeast 
Washington and southern Prince Georges County becomes increas- 
ingly critical. Just a month ago Sibley Hospital broke ground for its 
new plant to be built in farthest Northwest Washington, with the 
result that within 2 years’ time still another hospital facility will have 
been taken away from the people of the southeast area. 

Impressive progress has been recorded in the campaign for public 
subscriptions to build the Greater Southeast Community Hospital, a 
nonsectarian, nonprofit community institution founded on principals 
of complete religious and racial tolerance. Since January 1, 1959, the 
total of public subscriptions has risen from $229,023 to $445,549, an 
increase of more than 90 percent. The most interesting aspect of our 
fundraising is in the residential campaign in which we have raised over 
$175,000 as a result of some 12,000 calls. We now have the organiza- 
tion and are in the process of calling on each and every home in South- 
east Washington and southern Prince Georges County. When the 
entire residential campaign is completed close to 50,000 calls will have 
been made. If the rate of giving continues as it has so far, the resi- 
dential campaign should bring in at least $1 million. 

The support of District of Columbia residents, businessmen, clubs 
and organizations grows stronger every day. The Superintendent of 
Schools of the District of Columbia has authorized the schools of 
Southeast Washington to send home literature on the fund drive via 
schoolchildren. This is the first time that such a procedure has been 
approved, and is indicative of the wide recognition of the urgent need 
for this hospital. 

The Southeast Businessmen’s Association in May pledged the co- 
operation of its entire membership in making calls on nearly 1,000 
small business prospects in the District. 

Mr. J. C. Turner, president of the Central Labor Council, has prom- 
ised the full cooperation of organized labor in obtaining contributions 
from the numerous locals in the District of Columbia. 

Our potential for the first leg of the fund-raising effort in the im- 
mediate future shapes up like this: 


Committee Completed Total 


to date potential 


Percent 
Special gifts 


th Shbdawdddedddsaccd etd think dee Se Ge i 50 $500, 000 
cic a a a al a i 20 1, 000, 000 
ITO PANOE cs ecco ck skickciden Gabdi htdadadcidetnldewbosteeene 0 50, 





panengteECnesacSnidenesessSeaedsonspensonseshybabasSapeceoguensNbelkabenteonneses 1, 550, 000 


With the special gifts committee we have the workers in the field, and 
is simply a matter of urging them on persistently until the goal is 
accomplished. With the residential committee we have more than 
1,500 workers in action and more are being recruited daily. 














AMEND THE D.C. HOSPITAL CENTER ACT 3 


The people of Southeast Washington and southern Prince Georges 
County, where 40 percent of the working population, incidentally, are 
employees of the Federal Government, have set an impressive record 
of working and giving thus far in the campaign. These people are 
demonstrating that they want a hospital and that they are willing 
to support it. With the spirit and energy shown by all concerned, I 
believe that our success is assured and that we shall begin construction 
in 1960. This is not an overoptimistic or unrealistic statement in 
view of the fact, as the chairman well knows, that borrowed funds 
may be matched by authority of the recent amendments to the 
District of Columbia Hospital Center Act and when the fund reaches 
a figure over $1 million we will be in a pssition to borrow sufficient 
funds to start construction, though we would continue to raise money 
during the construction of the facility. 

We do need additional time in order to realize the full potential of 
public donations from this area. Therefore, I earnestly urge the 
passage of S. 1639. 

Respectfully, 
Raymond J. McDonovan, President. 


H.R. 6662 passed the House of Representatives on June 8, 1959. 

The committee was advised that enactment of the proposed legis- 
lation has no determinable cost considerations affecting General 
Services Administration. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


(60 Srat. 896, Src. 6) 


Sec. 6. For carrying out the purposes of this Act, including ad- 
ministrative expenses, there is hereby authorized to be appropriated 
during the period ending June 30, [1959] 1961, the sum of 
$40,730,000 to be appropriated at such times and in such amounts 
as the Congress shall determine. 


O 
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MEDALS COMMEMORATING THE 100TH ANNIVERSARY 
OF THE ADMISSION OF WEST VIRGINIA INTO THE 
UNION AS A STATE 


Juty 2, 1959.—Ordered to be printed 


Mr. Byrp of West Virginia, from the Committee on Banking and 
Currency, submitted the following 


REPORT 


(To accompany S. 2099} 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 2099) to provide for the striking of medals in commemora- 
tion of the 100th anniversary of the admission of West Virginia into 
the Union as a State, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The bill would authorize the Treasury Department to manufacture 
for and sell to the West Virginia Centennial Commission not more than 
200,000 silver medals, to be made and delivered in quantities of not 
less than 2,000, but no medals would be made after December 31, 
1963. The bill would also authorize the manufacture and sale by the 
mint to the public of silver duplicates of this medal upon authoriza- 
tion from the West Virginia Centennial Commission. 

The medals would carry suitable emblems, devices, and inscriptions 
to be determined by the West Virginia Centennial Commission, sub- 
ject to the approval of the Secretary of the Treasury. They would 
e struck and furnished at not less than the cost of manufacture, 
including labor, materials, dies, use of machinery, and overhead ex- 
penses; and security satisfactory to the Director of the } {int would be 
required to be furnished to indemnify the United States for the full 
payment of such cost. 

- Treasury Department has recommended tie passage of the 


The reasons for the bill and the significance of the occasion which 
would be commemorated are set forth in a letter from the Senators 
from West Virginia, Messrs. Randolph and Byrd, which is printed as 
a part of this report. 
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MEDALS FOR THE WEST VIRGINIA CENTENNIAL 


U.S. SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
June 29, 1959, 
Hon. A. Wiis RosBertson, 
Chairman, Committee on Banking and Currency, 
U.S. Senate, Washington, D.C. 

Dear Senator Ropertson: The Senate Committee on Banking 
and Currency has under consideration S. 2099, introduced by both 
Senators from West Virginia, which would authorize the creation of a 
national medal in commemoration of the 100th anniversary of the 
admission of West Virginia into the Union as a State. 

We respectfully urge that the committee take favorable action with 
regard to S. 2099, because we believe that the West Virginia centennial 
is an event of historical importance to all America, and that such a 
milestone is deserving of the issuance—at no expense to the Federal 
Government—of a national medal as described in section 3551 of the 
Revised Statutes. 

The birth of West Virginia, and the first century of the State’s 
existence, are a vital chapter in the continuing chronology of America. 
Ours was the only State born of the turmoil ‘of the War Between the 
States, and West Virginia has long been a symbol of the terrible strife 
that divided our Nation. Throughout the ensuing years, West Vir- 
ginia has healed the wounds of the war which brought her into exist- 
ence, and has gone on to become a significant portion of the mighty 
panorama of America. From a rugged mountain wilderness, West 
Virginia has grown into a powerful industrial area which is linked 
inseparably with the well-being of our Nation. As America’s fore- 


most oo of bituminous coal, as the center of a mushrooming 


chemical industry, as the storehouse of hundreds of vital natural re- 
sources, and for many other reasons, West Virginia is of prime im- 
portance to the rest of America. 

Mr. Chairman, we feel that the historic origin of West Virginia, 
and the State’s vital role in our Nation today, are of such significance 
as to make the centennial of the Mountain State fully worthy of the 
issuance of a national medal. Therefore, we again urge that the 
Committee on Banking and Currency look with favor upon S. 2099. 

With kind regards, we are 

Sincerely yours, 
JENNINGS RANDOLPH, 
United States Senator. 
Rosert C. Byrp, 
United States Senator. 
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CAPTIVE NATIONS WEEK 


Juty 2, 1959.—Ordered to be printed 


Mr. EastLanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany §. J. Res. 111] 


The Committee on the Judiciary, to which was referred the joint 
resolution (S. J. Res. 111) providing for the designation of the week 
following the Fourth of July as “Captive Nations Week,” having 
considered the same, reports favorably thereon with amendments 
and recommends that the bill, as amended, do pass. 


AMENDMENTS 


On page 3, strike all after the resolving clause and insert in lieu 
thereof the following: 


That the President of the United States is authorized and 
requested to issue a proclamation designating the third 
week in July 1959 as “Captive Nations Week” and inviting 
the people of the United States to observe such week with 
appropriate ceremonies and activities The President is 
further authorized and requested to issue a similar proclama- 
tion each year until such time as freedom and independence 
shall have been achieved for all the captive nations of the 
world. 


Amend the title so as to read: 
Joint resolution providing for the designation of the third 
week of July as “Captive Nations Week.” 
PURPOSE 


The purpose of the joint resolution, as amended, is to authorize 
and request the President of the United States to designate the third 
week in July as “Captive Nations Week.” 
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CAPTIVE NATIONS WEEK 


STATEMENT 


Each Fourth of July our Nation commemorates the signing of the 
Declaration of Independence of 1776. No day of patriotic observance 
which this Nation celebrates is more replete with inspiration for 
opposition to the forces of oppression than the day on which the 
Declaration of Independence was signed. Moreover, there can be 
little question that today, as in 1776, this Nation needs to reaffirm 
its allegiance to the principles set forth in that historic document. 
The years following 1776 have seen the United States become the 
symbol of democracy for all the free peoples of the world. The great- 
ness of our country is in large part attributable to having been able, 
through the democratic processes, to achieve a harmonious national 
unity of its people, even though they stem from the most diverse of 
racial, religious and ethnic backgrounds. This harmonious unifica- 
tion of the diverse elements of our free society has led the people of 
the United States to possess a warm understanding and sympathy for 
the aspirations of people everywhere to follow our example of unifica- 
tion. In this period when we are commemorating our own Declara- 
tion of Independence, it is timely that our people reflect upon the 
moral and political principles embodied in our Declaration of Inde- 
pendence. Even more important is the application of these perennial 
principles to other nations and people. In our own basic security 
interests these principles must be steadfastly held out to the people 
of those nations who, through direct and indirect aggression, have been 
subjected to the will of Moscow since 1918. 

These submerged nations look to the United States as the citadel 
of human freedom for leadership in bringing about their liberation and 
independence and in restoring to them the enjoyment of their religious 
freedoms and of their individual liberties. This proclamation by the 
President designating a week as “Captive Nations Week”’ calls to the 
attention of the world, and particularly to those people who are sub- 
jected to Communist imperialism, that the people of the United States 
share with them their aspirations for the recovery of their freedom and 
independence. 

The committee deems it fitting that by this resolution encourage- 
ment will be given these captive nations to seek recovery of their 
freedom and independence. The committee is heartily in accord with 
the spirit and purpose of this resolution and, therefore. recommends 
favorable consideration of Senate Joint Resolution 111, 1s amended, 


O 
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FEDERAL EMPLOYEES HEALTH BENEFITS ACT OF 1959 


Jury 2, 1959—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 
together with 
INDIVIDUAL VIEWS 


[To accompany S. 2162] 


The Committee on Post Office and Civil Service, to whom was re- 
ferred the bill (S. 2162) to provide a health benefits program for Gov- 
ernment employees, having considered the same, report favorabl 
thereon with an amendment, and recommend that the bill, as veuiad 
do pass. 

AMENDMENT 


The committee amendment strikes out all of the bill after the 
enacting clause and substitutes therefor a new bill which appears in 
the reported bill in italic type. 


BACKGROUND 


Prepaid health benefits are available today to 123 million persons 
in the United States and assist in financing more than half of the 
Nation’s hospital bill and a sizable proportion of the Nation’s bill for 
physicians’ services. The growth of voluntary health programs into 
a $4.5 billion industry is an indication of the value placed on the 
opportunity to budget medical expenses by the American people. 
More than 75 percent of those enrolled in prepaid health benefits 
plans are enrolled through the place they work, clear evidence of the 
recognition by private emplovers that participating with their em- 
ployees in obtaining health insurance contributes to the well-being 
and efficiency of their workers. 
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The Federal Government has for many years lagged behind private 
industry in not making it possible for its employees to purchase health 
insurance at group rates by authorizing payroll deductions. That 
Federal employees are anxious to have the protection afforded by an 
adequate health program is plain from the fact that they have on their 
own initiative developed quasi-groups of various kinds. Employees 
have made arrangements with insurance companies, Blue Cross and 
Blue Shield, or have formed their own benefit and insurance organiza- 
tions, or as union members purchased group policies. 


LEGISLATIVE HISTORY 


Starting in 1947, there have been at least 30 bills introduced in the 
House and Senate to establish a program for Federal employees pro- 
viding for (1) payroll deductions for premiums, (2) Federal contribu- 
tion, (3) latitude to select a health benefits plan that fits the employees’ 
health needs. 

The present administration has sponsored several types of proposals 
in the past. All of them have called for a Federal contribution. 
Extensive hearings were held in May and June of 1956 by the House 
Post Office and Civil Service Committee. In the past no bill has 
come out of committee in either the House or Senate, largely because 
there were disagreements about details between and among em- 
ployee groups, the carriers and the proponents of the bills. 

The Subcommittee on Health Insurance of the Senate Post Office 
and Civil Service Committee held hearings on S. 94 on April 14, 16, 
21, 23, 28, and 30, 1959. Fifty-four witnesses were heard. In ad- 
dition, numerous organizations submitted statements and exhibits. 
The report on the hearings covers 364 pages. 

Unlike many proposals of the past this measure has the endorse- 
ment of— 

The American Medical Association. 
The American Hospital Association. 
The insurance industry. 

Blue Cross and Blue Shield. 

Group practice plans. 

Federal employee unions. 

This is the first time all these interested parties to such a program 
have been in agreement. 


FREE CHOICE AMONG PLANS 


For most employees there would be a choice between two alternative 
plans— 

1. A Blue Cross-Blue Shield and supplemental benefits “pack- 
age” with basic benefits on a service basis, a deductible and a 
fixed ceiling on the amounts of coinsurance paid by the employee. 

2. An insurance company ‘‘package” similar to No. 1, but 
providing cash indemnity benefits. 

Employees belonging to a national employees association offering & 
qualified plan to its members, or living in an area served by a qualified 
group practice prepayment plan, would have the alternative choice of 
ebolling in such plans. 
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EFFECTIVE DATE 


The bill would become effective on July 1, 1960. 


STATEMENT 


The bill provides Federal civilian employees with health benefits 
comparable to those available to other large employee groups by 
authorizing (1) payroll deductions and (2) an equal contribution by 
the Government to meet the costs of the program. It provides that 
employees may choose to participate or not and may select from 
among several plans offered by approved carriers. It provides for 
inclusion of the members of the employee’s immediate fnmily, if 
desired, and for the continuation of benefits to future annuitants 
and their families, and for survivors. Separated employees may 
continue their protection without further Government contribution. 
The bill provides for the orderly development and administration of 
the program under the Civil Service Commission. 

In developing a program of health benefits for Federal employees, 
the committee established a set of guiding principles to be observed. 
These principles fall into three categories; those relating to employee 
interests and concerns; those relating to the Federal Government 
as an employer; and those relating to governmental interest in the 
impact of so large a program upon the provision and cost of health 
service to the entire population. Some of these principles and the 
provisions of the bill which reflect them are closely interlocked and 
substantial modification of one would in turn affect another. 


Principles related to the interests of employees 


The program should embrace as many Federal employees as feasible. 

It should provide coverage for members of an employee’s immediate 
family. 

For overseas employees and their families, coverage should be con- 
tinuous whether or not they are overseas or on home leave. 

The program should provide employees with benefits which they 
cannot obtain for themselves at a comparable cost. 

Employees should within limits have freedom to select the kind of 
plan that they deem most suitable for their needs. 

Employees should be provided with a health benefits plan that re- 
moves uncertainty as to the medical bills to be met out-of-pocket. 

Premiums and costs should be fixed in advance on a relatively 
stable basis so employees can budget their health care expenditures. 

The program should recognize the problems of the low income em- 
ployee and be specifically designed to aid such employees in securing 
health benefits. 

Annuitants should join with active employees in contributing to 
costs and should receive equal assistance from the Federal Govern- 
ment in meeting costs. 

Employees separated from ‘he Federal service should be able to 
continue their benefit program as individuals on a conversion basis 
but without benefit of Government contribution. 

Participation in the program should not terminate because of health 
or employment status or because of age. 
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Principles related to Government as an employer 


As an employer concerned with attracting and retaining the services 
of competent personnel, the Federal Government should offer employee 
benefit programs comparable to those of other large employers. 

The Federal Government has a greater opportunity than other em- 
ployers to influence soundly the development of health services and 
ways of financing their costs. This opportunity should be used to 
encourage all responsible and promising efforts and not be arbitraril 
limited to any single approach. Reasonable competition among dil- 
ferent types of programs will provide Federal employees with a better 
program. However, unrestricted competition could make the pro- 
gram administratively unwieldy and ineffective. 

As with any program of this magnitude, continuing study should 
suggest possible improvement and change. 


Principles related to the Federal Government’s interest in the impact of 
this large program upon the provision and cost of health service to 
the entire population 

The committee intends that in providing Federal employees with 
health benefits it shall foster the types of health benefit programs that 
encourage prevention and discourage unnecessary use of expensive 
facilities and services. 

The committee also seeks to avoid setting in motion any forces that 
would inflate the costs of hospital and medical care for the total 
population. 


Persons eligible to participate 


Employees.—It is the intent of the committee that civilian employees 
generally be eligible to participate in the health benefits program. 

The bill applies to overseas employees. 

By regulation, the Civil Service Commission may provide for the 
exclusion of employees on the basis of the nature and type of employ- 
ment or conditions pertaining thereto such as short-term appoint- 
ments, seasonal or intermittent employment, and employment of like 
nature, but no employee or group of employees shall be excluded 
solely on the basis of the hazardous nature and type of employment 
or conditions pertaining thereto. 

The bill does not include county office employees of the Agriculture 
Stabilization and Conservation Service of the U.S. Department of 
Agriculture. Such employees are not employees of the Federal 
Government but are employees of county committees. Since the 
are not paid by the Federal Government, there is no Federal payro 
from which to deduct their contributions and no salary allotment 
from which the employer’s share of the premium could be drawn. 

Employees of the TVA are excluded, by request, from the legisla- 
tion. The TVA has had its own health insurance programs since 
1956 involving employer contribution and deduction from employees’ 
paychecks. 

Employees in leave-without-pay status may be authorized to con- 
tinue their coverage and the coverage of members of their family. 
The Civil Service Commission is to promulgate appropriate regula- 
tions to take into account the different lengths of time employees are 
in leave-without-pay status and the factors such as illness, study 
periods, travel, etc. that make it appropriate or inappropriate for 
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the Government to continue its contribution toward the cost of 
benefits for such employees. 

Noncitizens employed by the Federal Government in the United 
States are eligible to participate. Alien employees of the United 
States outside the United States, its possessions, and Territories are 
excluded. Employees of the Federal Government in the Common- 
wealth of Puerto Rico are included as are those in the Canal Zone. 

Annuitants.—Annuitants who— 

(1) retired on or after July 1, 1960, or 
(2) retired other than voluntarily on or after the date of enact- 
ment but prior to July 1, 1960, 
on an immediate annuity, with at least 12 years of service or for 
disability, may continue under the plan they selected and enrolled in 
before retirement or, in the case of annuitants mentioned in paragraph 
(2) above, in a plan of their choice. 

The committee intends a liberal construction of the phrase “other 
than voluntarily.” 

Deferred annuitants, regardless of length of service, do not qualify 
for coverage because of the requirement that they be enrolled in one 
of the contemplated plans immediately prior to retirement. 

Annuitants retiring after July 1, 1960, with less than 12 years of 
service who have been enrolled in a plan immediately prior to retire- 
ment have the right to convert their coverage to an individual con- 
tract of the plan in which they were enrolled as active employees. 

The committee feels that the Federal Government has its greatest 
responsibility to those employees who have made the Federal service 
their career and who retire from the service at an age when other forms 
of health insurance are not readily available to them at reasonable 
cost. Attention is also called to the provisions of the bill which allow 
any employee leaving Federal service to continue under an individual 
noncancelable contract. Persons who leave the Federal service for 
private employment, where such benefits are widely available, are 
now likely to be protected through such means during the interim 
before they start drawing their deferred annuities. 

Survivor annuitants of eligible retired employees (as defined in an 
earlier paragraph) and of employees who die in service after July 1, 
1960, may continue their benefits if (1) they were enrolled in a plan 
prior to becoming survivor annuitants and (2) in the case of sur- 
vivors of active employees, if the employee had completed five or more 
— of service prior to his death. The stipulation that there must 
ave been 5 years of service on the part of the deceased employee is 


required in order that there be an annuity payment from which the 
annunitant’s contribution can be deducted. Survivor annuitants not 
qualifying to continue under the plan have the right to continue cover- 
age under an individual contract of the plan in which they had pre- 
viously been enrolled. 


Contributions by annuitants 


The committee considered two major aspects of this problem, 
namely: (1) could equitable provisions be made for the payment, 
during the working lifetime, for benefits received during retirement and 
(2) could contributions from annuitants be made by deductions from 
annuity checks with reasonable facility. It was reported to the com- 
mittee that less than one-quarter of Federal employees continue in 
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Federal employ long enough to become eligible for an immediate 
annuity upon separation from the service. Obviously, therefore, 
efforts to pay all non-Government costs for retirees from contributions 
of active employees would impose substantial costs on many employees 
who would never benefit from such mandatory contributions. Ita 
peared, therefore, that administrative convenience was the only 
deterrent to annuitants sharing in the costs of benefits received during 
retirement. Since such participation in the program after retirement 
is optional with the annuitant, since the actual cost of benefits used 
by retirees is far above the average cost per person in the program, 
and since such benefits are not otherwise available to older persons at 
comparable costs, it seemed wise to provide for annuitants to con- 
tinue to share in meeting the substantial costs of the benefits provided 
them. 


Beneficiaries of old age, survivors and disability insurance 


The definition of an annuitant contained in section 2(b) as being a 
person retiring “under the Civil Service Retirement Act or other retire- 
ment system for civilian employees of the Government,” does not in- 
tend that the old age, survivors and disability insurance program be 
held to be a “retirement system for civilian employees of the Govern- 
ment.” 


Federal employees compensation cases 


The committee gave particular attention to the provisions for cover- 
age of Federal employee compensation beneficiaries. The number of 
such cases resulting in permanent injury or death in any one year is 
small (1,400 permanently injured, 175 to 180 deaths annually). The 
compensation received under the FECA discharges the Government's 
special obligation to these cases. The committee, however, felt an 
obligation to provide the families of these cases with health benefits 
coverage equivalent to that available to them had not the injury or 
death occurred. The bill, therefore, classifies these persons as an- 
nuitants and survivors under the same terms as are applicable to other 
annuitant and survivor families. 

Members of family.—The following members of the families of 
employees or annuitants are also eligible to participate: 

1. Wives and husbands: A dependent husband of a female employee 
is defined as a husband incapable of self-support by reason of mental 
or physical disability, and who receives more than one-half his support 
from the employee or annuitant. Husbands of female employees not 
classed as dependent husbands are eligible to participate but no 
Government contribution is made on their behalf. 

2. Children: A child is defined as an unmarried child under the 
age of 19 including an adopted child and a stepchild or recognized 
natural child who lives with and receives more than half his support 
from the employee or annuitant or an unmarried child regardless of 
age who is incapable of self-support because of a mental or physical 
incapacity that existed prior to his reaching the age of 19 years and 
who is in fact dependent on the employee or annuitant for over 
one-half his support. , 

3. Where both husband and wife are employees, each may partici- 
pate separately for themselves alone. If there are children and the 
employee wishes to enroll them, only one spouse may enroll for family 
coverage. 
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Various birthdays were suggested as being appropriate for ending 
coverage of children as dependents under family policies. S. 94 in- 
cluded children to age 19 unless they were enrolled in a full-time course 
of study at an educational institution; in that event coverage was 
extended to the 23d birthday. The Civil Service Commission’s 
proposal of April 15 suggested an age limit of 21 for all children 
whether or not they were in school. 

The committee was aware of the prevalence of college health plans 
and of inexpensive ‘‘education” health policies available for students. 
It also examined the prevailing provisions for terminating children’s 
coverage under family policies in voluntary health insurance plans 
throughout the country. It concluded that it was desirable to cover 
children until the normal age for completing high school. At this age 
many young people cease to be dependent and become wage earners. 
Coverage to age 19 seemed, therefore, the most logical provision. 


One person and family coverage and contributions 


The committee considered a number of alternatives before it 
established the three levels of employee contributions and the two 
kinds of coverage—single and family—specified in the bill. In decid- 
ing against including a two-person type of coverage, the committee 
was convinced that two-person coverage should not be offered. Two- 
person families not interested in maternity benefits are usually those 
whose children are grown and who are approaching a period in life 
when their use of hospital and medical services is greater than that of 
young families including children. The cost of their benefits is com- 
parable to that of vounger families, including children. 

The administering agency will make necessary regulations about 
the times at which employees may change their coverage from single 
to family coverage or vice versa. However, the legislation calls for 
filing of an application within 60 days of the occurrence of a change 
in family status unless the Commission prescribes otherwise. 

The committee felt that the administering agency should be free to 
issue regulations concerning the times and conditions under which 
employees or annuitants could transfer from one health benefits plan 
to another. These regulations should be such that no one plan will 
become overloaded with annuitants because of transfers made im- 
mediately preceding retirement, or in anticipation of some special 
benefit of the plan to which transfer is sought. 


Already retired Federal employces 


Ways of including the present annuitant group in the program were 
explored in great detail. In the interests of having legislation that 
would be acceptable costwise, action has been deferred on a program 
for the already retired. The administration has opposed providing 
coverage for the presently retired and their Set and survivors. 
The committee intends to devote the necessary time to a study of this 
large and complex problem. 


Types of health insurance carriers considered and reasons for inclusions 
and exclusions 
There are between 1,000 and 1,100 different insurance carriers 
offering health insurance to the public. This list includes (1) 71 Blue 
Cross plans, 8 Blue Cross-Blue Shield plans, 58 Blue Shield plans, a 
number of other nonprofit plans similar to these plans except that they 
are not affiliated with the Blue Cross Commission and the Blue Shield 
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Commission; (2) between 800 and 900 insurance companies; (3) 8 
group practice prepayment plans presently enrolling communit 
groups; (4) certain employee organizations with organized healt 
insurance plans for their own members. In addition, a number of 
employee organizations have arranged contracts with insurance com- 
panies to provide health insurance coverage for their members on a 
group basis. 

Many of the foregoing carriers are providing health benefits to 
Federal employees either through individual contracts or through 
contracts made possible by forming some kind of a group with a 
collection mechanism other than payroll deduction. Data were 
presented in the hearings showing that, taken together, the Blue 
Cross and Blue Shield plans covered approximately 1 million Federal 
employees and their families. Lesser numbers are enrolled by other 
identifiable groups, such as the Kaiser Health Plan, a group practice 
plan on the west coast with 70,000 Federal employees and their 
dependents enrolled, and the employee association sponsored plans. 

It is obviously not feasible for the Federal Government to par- 
ticipate in anv approach to payroll deductions and Government 
contributions for health insurance involving direct dealings with 
hundreds of different carriers. Furthermore, the history of health 
benefits programs indicates three major advantages accrue to em- 
ployees from the formation of large groups. These advantages are 
(1) lower cost for broader benefits, (2) administrative savings, and 
(3) continuity of coverage. 

At the same time, the committee recognized the validity of state- 
ments made by a number of witnesses that competition among 
carriers and plans was healthy and should tend to produce lower 
costs than if only one approach using one carrier or syndicate of 
carriers were used to cover all employees. For this reason, among 
others, the use of a single mechanism suggested by the Civil Service 
Commission in its testimony on April 15 was not considered as the 
most desirable approach. 

The committee further recognized that the service benefit approach 
employed by the Blue Cross and Blue Shield plans to provide benefits 
was widely accepted both by the public generally and by Federal 
employees in particular. 

The arrangements whereby Blue Cross members may enter hospitals 
without an advance deposit and leave the hospital with a minimum 
payment for items not covered by Blue Cross seemed desirable for 
low-income employees. Blue Shield’s guarantees of full payment 
of surgical and inhospital medical bills incurred by member families 
with incomes below certain ceilings likewise appeared to be a helpful 
arrangement that should be made available to those employees wishing 
this provision. These features of Blue Cross and Blue Shield plans 
are the reason they are referred to as service benefits plans. 

The committee was impressed with the fact that a majority of 
Federal employees had already selected the service benefit approach by 
enrolling on their own motion in a Blue Cross-Blue Shield plan. The 
committee was however aware that it could not determine employee 
preferences in this matter because, in the absence of payroll deductions, 
no adaptations of standard group insurance policies have been made 
generally available to Federal employees. 

Testimony before the subcommittee indicated that the Blue 
Cross-Blue Shield plans were prepared to offer a national service type 
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lan. That the insurance companies were likewise prepared to offer 

Federal employees a single national plan was indicated in the testimony 
of the witness for the insurance industry and was also evident from the 
Civil Service Commission’s proposal of April 15 and from its second 
proposal of May 18. 

Witnesses representing prepaid group practice plans impressed the 
committee with the scope of benefits these plans were able to provide. 
The value of the preventive and diagnostic services they provide and 
the reductions in use of hospitals achieved by use of outpatient facilities 
were noted. 

Witnesses from employee organizations sponsoring health insurance 
plans for their members described the benefits they have made avail- 
able to employees, former employees, and retired employees. Gen- 
uine hardships would be created for these plans and for the employees 
enrolled in these worthy efforts if the largest segment of their enroll- 
ment were prevented from continuing to participate. The plans 
would not be able to continue operation if confined to retired and 
former employees; the retired in particular would suffer. 

The committee reached the conclusion that it could accomplish its 
several objectives by permitting employees to have a limited number 
of choices among carriers using the several approaches indicated. The 
bill therefore contains provisions which would permit employees to 
select from among: 

(1) A national service type plan. 

(2) A national cash indemnity plan. 

(3) Group practice plans where they exist. 

(4) Employee organization plans sponsored, contracted for, 
and administered in whole or substantial part by a national em- 
ployee organization, available only to members of the sponsoring 
organization. 

Most employees would have dual choice as between a service and 
a cash indemnity plan (No. 1 and No. 2 above). Some employees 
might well have four choices. The multiple choice possibility would 
arise only for employees eligible to belong to an employee organization 
with a sponsored plan and/or for employees living in the localities 
where there are qualifying prepaid group practice plans. 

The degree of choice provided by the bill appears to permit com- 
petition between the two major sources of health benefits. It allows 
employees to select service plans such as Blue Cross-Blue Shield or 
cash indemnity plans. It permits the continuation of those employee 
plans whose participants might suffer if their enrollment of Federal 
employees melted away. It permits employees who wish to obtain 
their medical care through group practice arrangements to do so. 


Benefits provided under the plans 


The information provided the committee indicated that the prepay- 
ment health benefits being purchased in the United States today are 
continually evolving. Ten years ago benefits only for hospitalization 
costs were usual. ‘Today more and more of the items contributing 
to a family’s total medical care expenditures are being included in 
prepaid arrangements. 

Not only is the range of prepayment benefits expanding, but diverse 
methods of financing health benefits also are being continuously devel- 
oped. Since 1950 two important new approaches have been introduced 
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and are being increasingly tested by various carriers. The first of these 
added a new rider called “major medical expense benefits” to the 
hospitalization and surgical-medical benefits generally included in 
existing insurance policies. Under plans providing these riders to the 
basic benefits, the insured person is responsible for paying certain 
fixed sums for charges incurred that exceeded basic benefits. This 
is called the corridor or the deductible. If incurred charges are more 
than this corridor, the major medical expense rider pays 75 percent 
or 80 percent of the remainder up to a large maximum dollar amount. 

The second approach does away with the concept of basic hospital 
and surgical benefits and instead calls for a deductible paid by the 
insured patient; after the patient has paid this amount, expenses 
exceeding the deductible are paid in large part (75 percent or 80 
percent) by the insurer, with the patient paying the remaining 20 
percent to 25 percent—again up to a large maximum. This approach 
is sometimes referred to as comprehensive insurance. 

In the population of the United States, a total of about 100 million 
persons had basic hospitalization and surgical benefits and 11 million 
had major medical expense as a rider or supplement to these benefits 
at the end of 1958. A growing number of persons are enrolled in the 
prepaid group practice plans; about 5 million people were eligible for 
benefits in plans of this type at the end of 1958. 

The committee felt it would be desirable from the employees’ 
standpoint for the legislation to permit revision of benefits so that 
advantage could be taken of new developments in this rapidly evolving 
field. 

For this reason the bill provides for basic benefits in the usual 
patterns now applicable te 100 million persons but gives latitude for 
the adaptation of alternatives of existing or new types as they are 
developed and proven useful and sound. 


Basic benefits that may be provided 


The bill provides a broad framework within which the Civil Service 
Commission can develop specific contracts for benefits. Programs of 
basic benefits coupled with supplemental benefits (major medical 
expense) and insurance company benefits (of the type referred to as 
comprehensive), which impose an initial deductible paid by the 
patient and invoke coinsurance on the remainder can both be pro- 
vided. While no maximum amounts of benefits are specified in the 
bill, the Civil Service Commission would have authority to establish 
such maximums. The committee considers it unwise to tie the Civil 
Service Commission’s hands by specifying dollar maximums or to 
spell out in detail the specific benefit structures. Further limitations 
might prove to be unnecessary and undesirable, or some kinds of 
benefits might, in time, become inordinately expensive in relation to 
the service received by employees. Furthermore, the committee 
recognizes that this country may be on the threshold of several major 
breakthroughs in the field of medicine and in the provision of medical 
services partly as a result of the many programs initiated by the Con- 
gress to encourage and support medical research and health services. 
Therefore, the committee believes it unwise for the legislation to 
freeze the pattern of benefits so that future contracts could not 
rapidly adapt to new developments in this field. 

As guidance in negotiating contracts, the bill indicates the types of 
benefits that should be provided by at least one of the health benefits 
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Jans which the Civil Service Commission may approve under the 
egislation. The language of the bill recognizes that the detailed 
description of benefits to be made available under it will flow from 
the contracts authorized by the bill and requires that this description 
be given to those eligible to participate. 


Hospital benefits 


At least one of the health benefits plans is expected to provide bene- 
fits equivalent to the full cost of hospital care in semiprivate accom- 
modations in a general or acute special hospital for 120 days in any 
period of continuous care, or for 120 days in the aggregate in any 
period of such hospitalization separated by 90 days or less. 

These benefits would apply to the cost of the semiprivate room and 
board and to the other items of hospital care such as use of the operat- 
ing room, the recovery room, the cystoscopic room, laboratory tests, 
X-ray tests and treatment, drugs, dressings and casts, general nursing 
care, anesthesia, oxygen, and so forth. 

The committee learned that room and board charges of hospitals 
generally account for only about half the costs patients incur in the 
hospital. This emphasizes the importance of benefits which provide 
adequately for the necessary use of all aspects of hospital service, not 
as room and board charges. 

If the patient exhausts his benefits under the above provision, he 
would be entitled to further protection under the supplemental benefits 
provisions described later. 

If the patient occupies a private room, the additional cost over and 
above that of a semiprivate room would not necessarily be part of this 
benefit. The Civil Service Commission would be empowered to in- 
clude or exclude this cost from coverage under supplementary benefits. 

In the case of tuberculosis and nervous and mental conditions, gen- 
eral hospital benefits are limited to 30 days. 

The committee understands that only a fraction of 1 percent of all 
admissions to general hospitals stay more than 120 days so that the 
provision for a 120-day benefit sets a high standard. They further 
understand that it is frequently medically desirable to provide short- 
term intensive treatment for mental conditions in the environment of 
a general hospital. Longer treatment appears to call for a special 
type of hospital. 


Surgical benefits 


At least one of the health benefits plans would be expected to pro- 
vide surgical expenses benefits that would provide payment in full of 
the surgeon’s fees for a large segment of Federal employees enrolled 
in that plan. 

The standards outlined in the bill for surgical benefits anticipate 
coverage of charges that are customary for Federal employees in the 
first nine grades of the classified pay system. Thus the Civil Service 
Commission would not be expected to contract for surgical benefits 
of larger amounts than the great majority of employees would ordi- 
narily be charged by their attending surgeon. This standard appeared 
desirable to the committee to avoid having legislation affecting 4.5 
million people operate to artificially inflate the charges for these 
Services. 

Normal obstetrical services are not included under surgical benefits 
but are eligible for special benefits. Abnormal deliveries, on the other 
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hand, including ectopic pregnancies and caesarean sections, are 
included. 
Surgical services provided outside the hospital can be included. 
They are among the ambulatory patient benefits described later. 
The bill contemplates the provision of benefits for in-hospital 
dental surgery. 


In-hospital medical benefits 


At least one of the health benefits plans would be expected to pro- 
vide in-hospital medical benefits. These are payments for physicians’ 
nonsurgical visits to hospitalized patients, such as heart cases, pneu- 
monia cases, and the like. The standard would allow such visits during 
120 days of hospitalization. at amounts per visit that would be cus- 
tomary for the vast majority of Federal employees. Such matters as 
the number of visits per day that would be paid for is left to the Civil 
Service Commission. 


Ambulatory patient benefits 


Some health benefits plans are able to provide medical and other 
benefits to ambulatory patients. To the extent practicable, reason- 
able, and desirable, the Commission could approve of the provision 
of these benefits since they may reduce to some degree the use of 
more costly in-patient accommodations. 

Other ambulatory patient benefits that may be included are serv- 
ices in the case of accidental injury, minor surgery ir the doctor’s 
office and such diagnostic and treatment services as can be included. 


Obstetrical benefits for normal deliveries 


The committee heard testimony that the benefits paid for hospital- 
ization of maternity cases and for the services of the physicians per- 
forming the deliveries require substantial portions of payments for 
health service. Other data indicated a rather wide range in the costs 
of such hospital care and in the fees customarily charged by the 
attending physician. Average hospital charges per semiprivate 
patient ranged from $125.31 in Kansas to $215.51 in New York City. 
Under Medicare the average charges per case for hospital care and the 
physician have amounted to $334 with the hospital’s charges averaging 
about $150 and the physician’s charges $184. 

The employee family expecting a child is in a different position from 
a family faced with an emergency operation. There is time for plan- 
ning for a baby’s advent; also it is a benefit that not all employees will 
need. The bill introduces an element of coinsurance in the benefit for 
normal deliveries. For employees in the lower grades the level of 
benefits should cover most, if not all, of the expenses for normal 
delivery. Protracted and costly complications of pregnancy can be 
provided for under the supplemental benefits section of the bill. 


Supplemental benefits that can be provided by the plans 

The preceding five types of benefits are often categorized as “basic 
benefits.” The bill provides for supplemental benefits, which may be 
applicable in the event of a costly illness (“major medical expense’) 
but could be equally applicable for types of expenses not coming 
within the purview of “‘basic benefits’’ and “major medical expense.” 
These benefits are applicable to the expenses incurred in either hos- 
pitalized and nonhospitalized illnesses. Benefits for these additional 
charges for health services are also paid for types of expenses not 
ordinarily included as standard benefits such as some private duty 
nursing services, prescribed drugs, physical restoration services. 
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In the course of the hearings, the committee became aware of the 
wide variation in the forms of supplemental benefits available. Some 
applied the corridor per illness, others per year, and the deductibles 
varied widely. Maximum amounts payable ranged from $5,000 to 
$20,000. ‘The coinsurance was sometimes 25 percent and sometimes 
less. 

There was recognition that an illness so costly that it exhausted basic 
benefits and the benefits under the supplementary program would 
leave the patient little opportunity to pay unknown amounts of co- 
insurance. ‘The committee concluded that the scope of such benefits 
should be suggested but not fixed by statute. 

Under this structure, the individual would pay a corridor of $100 
for additional charges for health services. He would also pay 20 per- 
cent of the next $1,400 of such additional charges ($280) and the in- 
surance would pay 80 percent ($1,120). Additional charges in excess 
of $1,500 would be covered in full by the insurance. 

An illustration will indicate how this benefit operates: 

A heart case that spent 6 months in the hospital and incurred costs 
of $5,500 would have 93 percent of his costs covered, 69 percent by 
basic benefits and 24 percent by supplemental benefits. The details 
follow: 


Costs: 
(1) 180 days in semiprivate room at $16 a day__.._-...----.----. $2, 880 
(2) Oxygen, special drugs, electrocardiograms, laboratory tests, 
DE VeOLGIEe, SUNT So on. ie meee aenneeeacawane 1, 895 
(3) Spetial duty nurses for'O daye. 302... 5e ee ee 225 
‘betel hentia) Bilis. <<cc cngsccdidmapuiscestawset ad ates 5, 000 
AD. TURNING TI i an acai i che a ee 500 
ROU WME. 0n6 Soars eee ge eee ee eae rece neat eee 5, 500 


The division of the charges between insurance benefits and the 
patient himself would be: 


Basic insurance pays for 120 days at $16. ..............--.--------.. $1, 920 
weonpree: “wxtras durin: 320 dave. 2 oo 2d i Wd eS 1, 500 
Physicians’ fees, $4 a visit for 100 visits...........-.-...-----------. 400 
RIMES SOUITONOG DOU a nine dil ubisie indiana Pash Cae eaaeal 3, 820 
Balance to which supplemental benefits apply. .........-.-.---------. 1, 680 
ES PG WONUUNEN SS c's tt data nnaeboanculemle aime pndaamnmind 100 
Amount subject to supplemental benefits.............----.-.-- 1, 580 
Feticnt nays 20 neroent.of S140. cnn cincimneddcundcceschansscnaed 280 
SOININES BENG TRIG nc. onncvcmamananmadesadteneduadasdae 1, 300 


_Another example is of a 4-year-old child with nephrosis. The total 
bill was $3,054. It involved 32 days in the hospital and heavy ex- 
penses for physicians and drugs outside the hospital: 


STEN TITER TOEDUL 2... <u: tenes dscsitedanp tats aemaieniarsien tae hdd daadediatendeiamalin $1, 080 
Pentel DEMSUNEY SNE. o.oo dance te cab ronbhonnrdeuketamenk 1, 594 
Pees WN ha. a No Le LLU ed A 380 
a ha wesd Saute cannes tise sess ta bens ae Nedaelen 3, 054 
Expenses incurred: === 
PEORtNGeT TOON! ANG DOUTT Cie GAYE) .~. 2 coc ccc enneptcnbenacceeue 570 
Otter hewplsal ServieehU bi oes Ole i a ea 382 
Physicians (home, hospital, and office) .........-....-------..--- 516 
Drugs and medicines (out of hospital).................-.-------- 1, 444 
Diagnostic studies (out of hospital) .............-...-.-----.---. 96 
Gemcemansous (aut OF RONNIE)... co ccdcccccccccanccsccoccstncnae 46 
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How the program would operate 


Before examining specific parts of the proposed legislation, the 
overall framework should be understood. The implementation of 
the act would require several stages. The first stages would probably 
take nearly 6 months. 

(1) The Civil Service Commission would formulate specific and 
detailed proposals for the health insurance programs it would expect 
to offer employees including: 

(a) A national Blue Cross-Blue Shield offering. 

(b) A national insurance company indemnity benefit offering. 

(c) Plans sponsored by national employee organization for 
their members. 

(d) Offerings by group practice prepayment plans in the areas 
in which they operate. 

(2) A series of meetings between Civil Service Commission officials 
and carriers interested in participating in the program would follow. 
In these meetings the costs of different benefits and the savings in 
pees that might be achieved from eliminating one or another 

enefit would be thoroughly explored. The cost of adding or sub- 
stituting other benefits would also be investigated. 

(3) On the basis of the exchange of information and understandings 
reached during the meetings, the Civil Service Commission would be 

repared to receive firm contract offerings from the various carriers. 

hese offerings would cover premium costs and contain detailed 
specifications of the benefits. Administrative costs, the carrier’s pro- 
posed method of operating (such as establishing a clearinghouse 
enrollment and transfer procedures, etc.) and all other matters that 
would enter into the final contracts would be submitted for study. 

(4) The CSC would determine which offers it wished to select as 
approved health benefits plans. It would limit the number of plans 
to two national plans, the group practice plans, and the four or five 
employee association plans that could qualify. 

(5) The CSC would send copies of the proposed contracts to the 
Advisory Council for its information. 

(6) The CSC would transmit to the Committees on Post Office and 
Civil Service of the Senate and the House of Representatives copies of 
any proposed contracts to be entered into and regulations proposed 
to be promulgated, for the purpose of placing into operation health 
benefits plans under this act. 

(7) The Civil Service Commission would then enter into contracts 
with the selected carriers. 

(8) The Civil Service Commission would indicate in regulations the 
format etc. to be used by each of the selected carriers in setting forth 
a description of its plan and its costs, exclusions, ete. These descrip- 
tions would be circulated to every Federal employee eligible to partici- 
pate in the health benefits program. 

(9) On the basis of the descriptions of the plans, and where practi- 
cable and desirable through meetings of employees, employees would 
be informed of the options available to them. (The legislation re- 
quires that employees shall have the opportunity to make ‘an in- 
formed choice.”’). Within a reasonable length of time employees 
would then complete and sign a form indicating the plan of their 
choice if it is their intention to come under the program. Also, this 
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form would constitute an authorization for payroll deductions for the 
employee’s portion of the premium. 

(10) The forms would yield the necessary data for determining the 
distribution of employees among the various health benefits plans 
and for determining the proportion of employees electing single or 
family coverage. The cost to Government for the aggregate of the 
various options can be established at this point. 

(11) Payroll deductions would be made for the first pay period 
starting on or after July 1, 1960. 

(12) Most, if not all, of the selected health plans would have 
established a central office of their own to handle the program appli- 
cable to the employees that had selected their plan. These offices 
would receive an initial listing of their enrollees classified as to whether 
single coverage or family coverage was selected. Employees would 
be issued some evidence of enrollment under the health benefits plan 
selected. Separated employees and new employees would be subse- 
quently reported to the carriers. ‘The mechanisms for such reporting 
may vary among carriers. 

(13) Each employee under the program would be issued a booklet 
setting forth the benefits to which he and his family are entitled, 
explaining the way this plan operated and giving him information 
about keeping records of his medical expenses, entering hospitals, 
filing claims, and the like. 


Contributions and costs 


In the preparation of this legislation, the committee was faced with 
three choices in regard to the contributions from employees and 
Government: 

(1) Amounts of employee and Government contributions 
could be omitted entirely from the bill. 

(2) Maximum contributions by the employee or by the Govern- 
ment could be specified, leaving the other party’s contribution 
open. 

(3) Maximum contributions by Government and by the 
employee could both be specified. 

Each of these choices had advantages and disadvantages which the 
committee weighed. The committee selected the third approach, 
and has specified in the bill the maximum amounts to be contributed 
by the Government and by employees. 

Having the legislation contain specific maximum figures had the 
virtue of informing those who are to be aided by the legislation what 
maximum their share and that of the Government might be. It 
places a specific monetary ceiling on proposals carriers can make under 
the program. It establishes the principle of a 50-50 sharing of costs 
by Government and employees, regardless of the plan selected by the 
employee. Secondly, by agreeing to match a “rich,” a “thin” or an 
in-between benefit package, the Government is indicating its willing- 
ness to foster the broadest forms of health service while giving the 
employee his free choice among alternative plans. 

The committee recognized that the maximum amounts indicated 
could not remain unchanged over a long period of years, any more 
than the cost-of-living has remained frozen. Medical care costs will 
undoubtedly fluctuate at least as widely as other items in living costs. 
The committee believes that the Congress will continue to be respon- 
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sive to the needs of employees and will act appropriately to keep the 
proposid program in consonance with future developments. 

The committee recognizes that older employees and those retiring 
in the future have somewhat heavier demands for health services than 
younger employees and have little or no opportunity to provide in 
advance for the cost of these services. At the same time, it recognizes 
that, in the initial phases of this program, the proportions of annuitants 
to active workers will be small and that the average age and utilization 
of the annuitants initially covered will be lower than that of all persons 
past age 62 or 65. ‘The committee believes that future annuitants will 
welcome the opportunity to participate in the program and to share in 
the cost of their coverage in the same amount as when they were em- 
ployed, while receiving greater benefits because of their greater use of 
health services. It has been suggested that this added cost be “‘pre- 
funded.” This is not contemplated by the bill because (1) the costs of 
services needed by retirees many years in the future is unpredictable 
within reasonable limits, (2) substantial contributions would be re- 
quired from many active employees who would not benefit from such 
contributions, (3) a complex fiscal and administrative structure would 
be established to perform a function that at best can be only partially 
carried out, and (4) the added costs of a growing number of retirees, 
while they will become large in the aggregate, will increase only a 
small varying amount each year. Therefore, the committee chose to 
deal with the problem of the cost of future retirees on a “pay-as- 
you-go”’ basis. 

Having chosen to state the maximum amounts of Government and 
employee contributions in the bill, these amounts were then estab- 
lished at a level which the committee believes are somewhat above the 
sums called for by the national contracts in the initial phases of the 
program. ‘Thus ample time would be provided to study the experience 
with this large and unique group. At the same time, the maximum 
contributions stipulated appear high enough to allow the most 
complete (and therefore the most expensive) of the group practice 
plans to be a participant. 

The maximum contributions to be withheld from employees’ 


salaries and annuitants’ annuity checks, and matched by the Govern- 
ment are as follows: 


Maximum biweekly contribution 


Employee or |} Government 
annuitant 


Individual employee 

Male employee and family (children covered to age 19) 

Female employee, dependent husband and children (to age 19) 
Female employee, nondependent husband and children (to age 19) 


When both husband and wife are employees or annuitants, each 
may enroll for himself alone at the rates for individual employees. 


Aggregate costs 


Data on the number of married women working for the Government, 
or the number of instances where husband and wife are both Governe 
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ment employees, do not exist. To arrive at aggregates the cost esti- 
mates that follow assume that: 

(1) Two million employees will be eligible to participate in the 
program. 

(2) Ninety percent of them will do so—i.e. 1.8 million em- 
ployees will elect coverage. 

(3) Forty percent will enroll as individuals and 60 percent as 
families. 

(4) One hundred and fifty thousand women with nondependent 
husbands, wiil enroll their families. 

(5) All contracts will be at the maximum bi-weekly contribu- 
tion shown. (This assumption results in aggregate costs some- 
what above those anticipated.) 

On an annual basis, the assumed contributions are $91 for single 
employees ($45.50 from the Government) and $221 for family coverage 
($110.50 from Government). 


720,000 single employees X $91 $65, 520, 000 
1,080,000 employees with families X $221 238, 680, 000 


304, 200, 000 
145, 300, 000 
158, 900, 000 

The foregoing estimates are thought to be conservative. For exam- 
ple, substantial reductions in cost could result from eventualities such 
as the following: 

(1) Should one or more of the carriers offer a lower-benefit pro- 
gram that cost single employees 20 cents less than the biweekly 
maximum permitted and cost employees with families 50 cents 
biweekly less than maximum and were this chosen by 50 percent 
of the participating employees, the total cost would be reduced by 
$18 million annually 

(2) Should 85 percent of eligible employees elect to participate 
(rather than the assumed 90 percent) because of other protection 
available through the spouse’s place of employment, the total 
annual cost of the program would be reduced by $16.9 million. 

Experience of similar programs suggests that participation of more 
than 90 percent of employees is highly unlikely. 

The maximums ($45.50 annually for single employees, $110.50 for 
families, and equal amounts from Government) are consistant with 
costs of similar programs in private industry and in the State of New 
York. They are also consistent with data developed by the U.S. 
Department of Health, Education, and Welfare on per capita private 
expenditures for health services. 


The Federal employees health benefits fund 


The bill creates a fund which is a repository for, and keeps se arate 
for the purposes of this bill, the amounts deducted from employees’ 
salaries an the Government’s contributions. The moneys in the 
health benefits fund are to be used for three purposes: 
(1) to pay the premiums or subscription charges under policies 
or contracts purchased from or entered into with carriers; 
(2) to pay necessary expenses incurred by the Commission 
in carrying out the act; and 


59004°—-59_ S. Rept., 86-1, vol. 4-12 
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(3) to provide an adequate reserve to assure stability of sub- 
scription rates over a reasonable period. 

The bill does not contemplate the accumulation of large reserves in 
the health benefits fund. The committee is of the opinion that a 
reserve of not to exceed approximately 3 percent of any 1 year’s con- 
tributions or in excess of an accumulative total of approximately 10 
percent should be adequate to assure stability of subscription charges 
over a given period of several years. The large variables most likely 
to affect costs do not lend themselves to precise long-range actuarial 
predictions. 

Therefore, the accumulation of reserves in the health benefit fund 
is permitted primarily to assure the stability of subscription charges 
over a reasonable period of time. 

The bill contemplates that administrative expenses incurred by 
the Commission should not exceed 1 percent of the amounts paid 
into the fund. If the program requires contributions totaling $300 
million annually, administrative expenses should be less than $300,000 
per year. 

The Advisory Council 


A guiding consideration in the preparation of the bill has been that 
the proposed program is not only for the benefit of employees but is 
being Saanret to a large degree by the employees themselves. Sec- 
ondly, the Government in contributing its share of the cost has a large 
stake in the sound operation of the program. In addition, the Gov- 
ernment has an obligation to foster such programs as will not be 
deleterious to the public generally. With these considerations in mind, 
the Advisory Council has been constituted from— 

(1) representatives of agencies of the executive branch of the 
Government concerned with employment and employee relations, 
with provision of medical care and its cost and with govern- 
mental finances; 

(2) three employee representatives; and 

(3) public representatives conversant with the provision of 
hospital and medical care, trends in medical care and public 
health and the like. 

The Commission, of course, could consult with and seek the advice 
of experts in the field of health benefits without legislative direction 
or authorization. However, there would be no assurance of this being 
done. The committee thought that because of the lack of experience 
by the Civil Service Commission with a program of this kind and due 
to the absence of facts upon which to base decisions, it would be well 
to require and give official standing to a strong and competent ad- 
visory group. ‘The committee thinks this action will assure adequate 
consideration to all parties and result in proper administration of the 
program. The committee does not intend that this advisory group 
involve itself in the administrative functions of the program. 

The committee hopes that the employee organizations will by some 
appropriate process undertake to select and suggest to the President 
individuals qualified to bring to the council a full reflection of the views 
and interests of Federal employees and their associations. 

The committee felt it was inappropriate for the carriers in a con- 
tractual relationship with Government under the legislation to be 
included on an Advisory Council. Full and frequent consultation by 
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the Civil Service Commission with representatives of the carriers on 
technical aspects of the administration of the legislation is anticipated 
and intended. 

Quarterly meetings of the Advisory Council are stipulated in the 
bill. It is the committee’s belief that sessions at least four times a 
year would facilitate the Advisory Council’s understanding of the 
complex field of health benefits, their impact on the economy and 
result in a more effective program under the bill. 


Studies and reports 


The committee feels that section 11 of the bill, in which continuin 
study of the operation and administration of this act by the Civi 
Service Commission and the Advisory Council is required, is a most im- 

ortant provision. It requires continuing analyses not only of the 

scal aspects of the program but also of the utilization of the benefits. 
It calls for study of such matters as possible overutilization and misuse 
of health services, of the proportions of employees’ medical expenses 
being met by the benefits and for recording whether service benefits 
guaranteed to employees in the lower grades of the Federal pay scale 
are in fact being provided. Carriers are required to furnish such 
reasonable reports from their records as the Commission deems neces- 
sary to carry out its studies. 

On the basis of the studies contemplated, the Commission will have 
a factual basis for recommendations it may wish to make for improve- 
ment of the program. 

The retirement and life insurance programs now constitute a large 

art of the Commission’s operations. With the addition of a health 
Penefite program, the Commission’s operating functions could suffer 
unless it is properly organized to absorb the additional burden. 

The life insurance reserve fund is now approaching the $200 million 
mark. It is contemplated that the health insurance reserve could go 
as high as $30 million. The retirement fund now disburses over $600 
million annually. 

It is contemplated that the Bureau will spend much time with car- 
riers in developing the health program. This will require the full- 
time services of a competent Bureau Director authorized to speak for 
the Chairman of the Commission. 

There is nothing magic in the formula which gives the Executive 
Director wide latitude of authority over personnel services as well as 
the civil service functions of the Commission. 

For these reasons, the committce recommends the creation of 4 
Bureau of Retirement and Insurance responsible to the Chairman 
with a Director at grade GS-18, This provision would add very little 
cost to the budget of the Commission, would greatly facilitate the 
operating functions and would permit the Executive Director to con- 
centrate his efforts and time toward maintaining and improving the 
civil service merit system. 












EXPLANATION OF THE BILL BY SECTIONS 


Section 1. 


Creates a short title: “(Federal Employees Health Benefits Act of 
1959.” 
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Section 2. Definitions 

Defines terms of a technical nature which are used in the bill, 
Included are the following: 

“Employee’”’ is defined in subsection (a) to include the same Federal 
civilian employees as are covered by the Federal Employees’ Group 
Life Insurance Act. Employees of the Tennessee Valley Authority, 
who are included in the life insurance program are, however, excluded 
from coverage under the bill because they already have a satisfactory 
health benefits program in effect. 

“Annuitant” is defined in subsection (b) to include retired em- 
ployees, members of their families who are survivor annuitants, 
certain compensationers and their surviving family members whose 
status under the Federal Employees’ Compensation Act is comparable 
to those of retired employees and surviving members of their families. 
To be within the definition, an annuitant would have to be— 

(1) retired on or after July 1, 1960, or 
(2) retired other than voluntarily on or after the date of 
enactment but prior to July 1, 1960, 
on an immediate annuity, with at least 12 years of service or for 
disability. 

“Member of family” is defined in subsection (c) to include an em- 
ployee’s or annuitant’s spouse and unmarried children to age 19. 
Stepchildren and natural children are included if they live with and 
receive more than one-half support from the employee or annuitant. 
Disabled dependent children over 19 are also included. 

“Carrier” is defined in subsection (f) to include commercial insur- 
ance companies, nonprofit organizations of the Blue Cross/Blue 
Shield type, group practice prepayment organizations, and organiza- 
wn which sponsor or underwrite national employee organization 

ans. 

P ““Commission’”’ is defined in subsection (g) to mean the Civil Service 
Commission. 

“National employee organization” is defined in subsection (h) as a 
bona fide labor organization, national in scope, which represents only 
employees of one or more departments or agencies of the Government. 


Section 3. Election of coverage 


(a) Extends the benefits of the enacted bill to any employee who 
enrolls in an approved plan. Directs the Commission to prescribe 
regulations governing the time, manner, and conditions of eligibility 
for enrollment. 

(b) Extends the benefits of the enacted bill to any annuitant who, 
at the time he becomes an annuitant, had been enrolled in an apes 
plan for (1) at least 5 years, or (2) substantially the full time between 
the date he is first eligible to enroll and the date he retires, whichever 
is the shorter period. Extends the benefits of the act to (survivor-) 
annuitants who were enrolled as family members of an employee or 
annuitant. 

(c) Permits a husband and wife who are both employees each to 
enroll separately or one to enroll for himself or herself and family. 
No person may be enrolled both as an employee (or annuitant) and 
as a family member. 

(d) Permits an enrollee to change from single to family coverage and 
vice versa, if he applies to do so within 60 days of a change in his 
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‘amily status or at such other times and conditions as the Commission 
may by regulation prescribe. 

(e) Directs that transfers from one approved plan to another must 
be made only at such times and under such conditions as the Com- 
mission may by regulation prescribe. 


Section 4. Health benefits plans 


Specifies the health benefits plans which the Commission may ap- 
prove as being— 

(1) One Government-wide service benefit plan of the Blue 
Cross/Blue Shield type. 

(2) One Government-wide indemnity benefit plan of the type 
usually provided by commercial insurers. 

(3) A number of already existing national employee organiza- 
tion plans whose enrollment is limited to present and former 
members. 

(4) A number of group practice prepayment plans which 
among other things, offer benefits in the form of professional 
medical services. 


Section 5. Benefits to be provided under plans 


(a) Describes the benefits to be provided, to the extent possible with 
the funds available, under the four types of plans specified in section 4. 

(b) Permits the Commission to authorize, in lieu of the benefits 
described in (a) above, alternative benefits which it determines to be 
equally acceptable. 


Section 6. Contracting authority 


(a) Authorizes the Commission to negotiate contracts with quali- 
fied carriers to provide the benefits described in section 4. 

— contracts will be negotiated for each plan approved under 
the act. 

(b) Requires anv contract entered into to specify in detail its bene- 
fits, exclusions, aud limitations. 

(c) Directs the Commission to prescribe regulations fixing mini- 
mum requirements which the various pians and carriers will have to 
meet for approval. 

(d) Specifies certain requirements relating to nondiscrimination on 
account of race, sex, health status, and age which all plans will have 
to meet. 

(e) Requires that enrollees be given the option to convert to indi- 
vidual coverage when their group coverage terminates for any reason 
except cancellation of enrollment. 

(f) Requires that converted individual coverage be noncancelable 
by the carrier except for fraud, overinsurance or failure to pay premi- 
ums. 

(z) Requires subscription charges for the various plans to reason- 
ably and equitably reflect the cost of the benefits provided. It is con- 
templated that the Commission will actuarially determine whether 
the benefits offered by any plan are deficient or excessive in relation 
to the subscription charge for that plan. 


Section 7. Contributions 
(a) Directs that an enrollee contribute, through withholding from 
salary or annuity, an amount not to exceed— 


(1) $1.75 biweekly for a single enrollment, and a matching 
contribution from the Government, 
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(2) $4.25 biweekly for a family enrollment, and a matching 
contribution from the Government. 

(3) $6 biweekly for a family (which includes a nondependent 
husband) enrollment if the enrollee is female and a not-to-exceed 
$2.50 biweekly contribution from the Government. 

(b) Permits an employee to continue his group coverage without 
contribution for as long as 1 year while he is on leave without pay, 

(c) Directs that the Government’s matching contribution on ac- 
count of active employees be made from funds used to pay their sal- 
aries. 

Directs that the Government’s matching contribution on account 
of annuitants be annually appropriated for this purpose. It is con- 
templated that the Commission would determine the amount required 
to be appropriated and that the Congress would appropriate the re- 
quired amount in advance of the year for which it is to be used. 

(d) Provides for the conversion of contribution rates for enrollees 
paid on other than a biweekly basis. 


Section 8. Health benefits fund 


Creates a Federal employees’ health benefits fund into which all 
contributions, premium refunds, and any interest earned are to be 
es and out of which all premiums or subscription charges are 
to be paid. It is contemplated that in addition to the 1 percent maxi- 
mum mentioned in the next paragraph, an amount not in excess of 
approximately 3 percent of any 1 year’s contributions or in excess of 
approximately 10 percent as an accumulative total may be retained 
in the fund at any one time as part of the special reserve for adverse 
fluctuations in future charges, referred to below. 

Directs 1 percent of all deposits to the fund to be set aside for the 
payment of the Commission’s administrative expenses in administering 
the enacted bill. 

Requires balances allocable to each plan and remaining in the fund 
to be used, as the Commission may determine, for or as a special 
reserve for adverse fluctuations in future charges, reducing contribu- 
tion rates, or increasing benefits of the plan. 

Authorizes the Secretary of the Treasury to invest the fund in 
interest-bearing obligations of the United States and to sell such 
obligations. Directs that earned interest and proceeds from sales 
become part of the fund. 


Section 9. Administrative expenses 


(a) Authorizes the Commission to draw its administrative ex- 
penses for fiscal years 1960 and 1961 from the reserves in the employ- 
ees’ life insurance fund. 

Directs reimbursement for the amounts so drawn to be made from 
the Federal employees health benefits fund to the employees’ life 
insurance fund. 

The Commission will incur administrative expenses in implement- 
ing the enacted bill before health benefit contributions become effec- 
tive. Drawing on the employees’ life insurance fund in this manner 
is not intended as a precedent. It is the simplest expedient for 
providing funds for the Commission’s necessary administrative ex- 
penses. Reimbursement to the life insurance fund is required, since 
the “borrowed” money is not surplus but constitutes reserves already 
earmarked for the payment of life insurance premiums, 
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(b) Makes the Federal employees health benefits fund available 
for payment of the Commission’s administrative expenses for fiscal 
year 1961 and subsequent fiscal years. 


Section 10. Regulations 


Gives the Commission general authorization to promulgate such 
regulations as may be necessary to carry out the provisions of the act. 
Specifically, it directs the Commission to prescribe regulations con- 
cerning— 

beginning and ending dates of coverage; 

employees who are reinstated after suspension or removal; 

making information about the various plans available to em- 
ployees and annuitants; 

issuance of certificates describing benefits. 


Section 11. Studies by Commission 


(a) Directs the Commission to make studies, surveys, and reports 
on the operation and administration of the enacted bill. 
(b) Requires the carriers to— 
(1) Furnish reports which would enable the Commission to 
complete the studies, surveys and reports mentioned in (a), above. 
(2) Permit the Commission and General Accounting Office to 
examine their pertinent records. 
(c) Requires employing agencies to keep all necessary records and 
furnish the Commission with needed information and reports. 


Section 12. Advisory Council 


(a) Creates an 11-member Federal Employees Health Benefits 
Advisory Council composed of, ex-officio, 
the Secretary of Labor; 
the Director of the Bureau of the Budget; 
the Surgeon General of the Public Health Service; 
the Chief of the Bureau of Medicine and Surgery of the 
Veterans’ Administration, 
and, to be appointed by the President, 
a representative of the public; 
three representatives of national employee organizations; 
a representative of a university school of medicine; 
a representative of a university school of hospital adminis- 
tration; 
a representative of a university school of public health. 

Permits the ex-officio members to designate alternates to act in 
their stead and fixes the terms of the appointed members at 3 years. 

(b) Stipulates the duties of the Council as to— 

(1) Make studies on the operation and administration of the 
enacted bill. 

(2) Receive reports and information from the Commission, 
carriers, and employees and their representatives. 

(3) Ascertain the status of the health benefits fund. 

(4) Consult with and advise the Commission. 

(5) Make recommendations. 

Requires that before any contract with a carrier can be made, re- 
newed, or terminated, copies of the proposed draft of the contract 
must be furnished the Council. Drafts of proposed regulations must 
be similarly furnished before they can be promulgated. 
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(c) Provides for payment of travel expenses and compensation for 
members who are not Federal employees. 

(d) Requires the Commission to convene the Council within 30 days 
after its representative members are appointed and, thereafter, that 
the Council meet not less often than quarterly. 


Section 13. Bureau of Retirement and Insurance 


Creates a Bureau of Retirement and Insurance in the Commission 
to perform such functions and duties as the Commission prescribes 
with respect to retirement, life insurance, and health insurance. Re- 
quires the Bureau to be headed by a Director in grade GS-18 and 
makes the Director responsible to the Chairman of the Commission, 


Section 14. Jurisdiction of the courts 


Gives the district courts of the United States and the Court of 
Claims original, concurrent jurisdiction of suits against the United 
States under the enacted bill. 


Section 15. Reports to Congress 


Requires the Commission to submit annual reports to the Congress 
on the operation of the enacted bill. 


Section 16. Effective date 


(a) Requires the Commission, by May 1, 1960, to submit to the 
House and Senate Post Office and Civil Service Committees copies of 
any proposed contracts with the carriers and regulations proposed to 
be promulgated. The language of this section is unmistakably clear 
and does not authorize the committee to disapprove the proposed 
contracts without further legislative action on the part of the Congress, 

(b) Makes benefit and contribution provisions effective July 1, 
1960, and by implication, other provisions effective upon enactment. 




























CONCLUSION 


The bill as reported is a compromise by the committee with the 
wishes of the administration in many respects. Many amendments 
to the original bill have been adopted by the committee at the sug- 

estion of the Civil Service Commission and the Bureau of the Budget. 
it would be unfortunate indeed if the few remaining points insisted 
upon by the administration which the committee did not accept should 
cause the bill not to be enacted into law. 











AGENCY VIEWS 


Following are letters from the Bureau of the Budget and the Civil 
Service Commission on the bill as reported: 


Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 


Washington, D.C., June 30, 1959. 












Hon. Ouin D. Joxunston, 
Chairman, Committee on Post Office and Civil Service, 
U.S. Senate, New Senate Office Building, Washington, D.C. 

My Drar Mr. CuarrMan: Reference is made to Mr. Kerlin’s 
request of June 26, 1959, for the Bureau of the Budget’s views on the 
June 24, 1959, committee print which, if approved, would modify 
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S, 2162 as introduced June 12, 1959, a bill to provide a health benefits 
program for Government employees. 
he major policy provisions of this committee print are generally 
without objection, except in two important respects: Government 
cost and organization specification. In the interest of making the 
prompt report requested, these objections will be discussed briefly. 

The total first year cost of the committee print is estimated by your 
staff to be about $304 million for active employees and we are in- 
formed that about $5 million will also be required in the first year for 
annuitants. The annuitant cost would increase yearly for several 
years thereafter. The proposed Government share of this program is 
approximately one-half. It is our view that the Government share 
of the cost of the Federal employees’ group life insurance program, 
which is one-third, is a more appropriate division, and that this 
Government share should not exceed $80 million. It seems clear 
that the Government cost of the committee print far exceeds this 
amount and that the excess is unjustified. 

Two organization specifications contained in the committee print 
are not only unnecessary for effective administration of the program, 
but could become obstacles since they violate important fundamental 
precepts of organization of the Government. ‘These items relate to 
the proposed Advisory Council and the proposed establishment of a 
Bureau of Retirement and Insurance within the Civil Service 
Commission. 

The proposed Advisory Council is objectionable as to both the 
proposed functions and the proposed membership. The functions 
include not only advising the Civil Service Commission, but also 
making studies of operation and administration of the act, ascertaining 
status of the health fund including balances and reserves, receiving 
reports from carriers, and recommending amendments of the act. 
Prior to awarding, amending, or terminating a contract, or issuing a 
regulation, proposed drafts must be furnished to the council by the 
Commission. These monitoring and investigating functions would 
divide responsibility for the program and impair accountability of the 
carriers under contract with the Commission. No advantage to the 
program as a whole is perceived in departing from the norm of assign- 
ing clear-cut executive responsibilities to the administering agency, in 
this case the Civil Service Commission. However, there would be no 
objection to an Advisory Council with functions only of advising the 
Commission, receiving reports and information from the Commission 
and making recommendations to the Commission. All other functions 
proposed in the bill should be eliminated. 

The proposed membership of the council is inappropriate for an 
executive branch advisory council. We believe your committee will 
agree that congressional membership raises unnecessary questions 
about division of legislative and executive powers. We believe there 
would be obvious advantage in including ex officio the Secretary of 
Labor, the Secretary of the Treasury, the Secretary of Health, Educa- 
tion, and Welfare, and the Director of the Bureau of the Budget. We 
believe there are also obvious advantages in including at least one, 
perhaps more, representatives of Federal employees who contribute 
to the program. Such five- or six-member councils would, moreover, 
combine the general purposes of the Commission’s two advisory 
committees under the Federal employees’ group life insurance pro- 
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gram. It would guarantee knowledge of current technical develop. 
ments and experience of health benefits and insurance programs in the 
country in general. It would be of suitable size to consult directly 
and expeditiously with the administering agency. We recognize, as 
does your committee, that the provision of a system of financial 
protection to Federal employees for the cost of health care is a highl 
complex and technical matter. We recognize, too, that new methods 
and new protections are constantly developing. The Commission will 
wish to keep in close direct touch with such developments so that the 
program once begun is kept abreast of the times, and should be free 
to seek advice from the best sources. Within the Government a 
properly organized advisory council should be able to give sound advice 
in the Federal setting as to proposed practices and objectives to be 
adopted or recommended by the Commission. 

The proposed establishment of a statutory Bureau of Retirement 
and Insurance within the Civil Service Commission is not only un- 
necessary to the effective administration of the affected programs but 
is contrary to the eminently sound assignment now given by law to 
the Chairman of the Commission to determine the internal organiza- 
tion of the Commission’s business and to designate officers and em- 
ployees to perform assigned functions. Continuation of this authority 
is essential for the effective administration of the Commission’s pro- 
grams. The Chairman’s existing authority for internal organization 
and administration should be left unimpaired and this provision of a 
statutory bureau should be omitted from the bill. 

In addition to these major issues of cost and organization, several 
administrative improvements, some technical, are desirable, three of 
which we would like to bring to your committee’s attention. First, 
the provision added by the committee print in section 8 restricting the 
investment discretion of the Secretary of the Treasury will divide 
authority and would be out of keeping with the Secretary’s normal 
functions in such matters. This restriction should not be adopted. 
Second, the authority given in section 9 to the Commission to borrow 
administrative expense money from the employees’ life insurance fund 
should be recognized by the Congress as a temporary advance from 
reserves necessarily maintained for foreseeable future group life 
insurance program costs, to be reimbursed by the health program as 
soon as funds are available, preferably within 3 years. The balance 
in the life insurance fund is a necessary reserve, not a surplus, and its 
use in getting the health benefits program started is in no sense to 
be regarded as a precedent. Third, the requirement that the Com- 
mission transmit copies of proposed contracts, policies and regula- 
tions to the Post Office and Civil Service Committees of the Senate 
and House appears to be intended to assure that the Commission will 
take timely action and is quite unnecessary. If, as has been suggested, 
the requirement is intended to provide the committees with some 
power of prior review or, even prior approval, of Executive action, it 
is clearly improper. This provision should be eliminated. 

Provided S. 2162 is further modified as above noted, favorable 
consideration of the bill would be recommended by the Bureau of the 
Budget as being in accord with the program of the President. 

Sincerely yours, 
(Signed) Eumer B. Sraats, 
Deputy Director. 








FEDERAL EMPLOYEES HEALTH BENEFITS ACT OF 1959 27 


U.S. Civin Service Commission, 
Washington, D.C., June 80, 1959. 
Hon. Orn D. Jounston, 
Chairman, Commitiee on Post Office and Civil Service, 
U.S. Senate. 

Dear SENATOR JOHNSTON: This is the Commission’s report on the 
committee print of S. 2162, dated June 24, 1959, furnished in response 
to a telephone request of June 29, 1959. 

This bill is much improved over the original bill introduced on 
June 12, especially with respect to section 4, which now specifies that 
there be one governmentwide service benefit plan and one government- 
wide indemnity benefit plan. Many of the other features in the 
original bill which we considered to be unacceptable have been deleted 
or corrected. 

As the history of the past 5 years will show, the Commission is sin- 
cerely impressed with the urgency of enacting sound health insurance 
legislation for Federal employees. We are, for this reason, passing 
over 2 number of matters of lesser importance to concentrate, in this 
report, on the few remaining provisions of the bill which are unaccept- 
able to the Commission. These are discussed below. 

Thus far, the only overall Government cost figures which have been 
mentioned are those obtained from multiplying the maximum con- 
tribution rates cited in section 7(a) by the anticipated number of em- 

loyees who will enroll in the program. This cost has been estimated 

y your committee at $145.3 million annually and does not include the 
additional amount required to be appropriated annually to defray part 
of the cost of annuitants’ benefits. The amount required for the latter 
purpose will, of course, steadily increase as the number of annuitants 
entitled to health benefits increases. We estimate that $2.5 million 
will be required for the first year and that this will rise each year until 
$25 million will be needed for the fifth year. 

The Government costs produced by these maximum contribution 
rates and the amounts required to be appropriated annually add up 
to a figure substantially in excess of that which your committee has 
already been advised the administration finds justifiable. 

The Advisory Council created by section 12 precludes efficient ad- 
ministration of a health benefits program. As constituted, the council 
would have some advisory functions but also would participate in the 
supervision and operation of the program, functions which are incom- 
patible with the responsibility given the Commission as the adminis- 
tering agency and therefore unacceptable. An Advisory Council 
composed of (for example) five employees covered by the act or their 
elected representatives and two employees experienced in the adminis- 
tration of health benefits programs or in the provision of health benefits 
services, whose duties were to advise, receive reports from, and make 
recommendations to the Commission would not only be considered 
acceptable but highly desirable. 

Section 13 which creates a Bureau of Retirement and Insurance, 
notwithstanding that it has been amended, serves no useful purpose 
in our opinion, and we recommend its deletion. We recommend 
strongly against the inflexibility which would be created by statutory 
eernption of a part of the Commission’s internal organization. 

uch action would be inconsistent with prior statutory action placing 
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organizational authority in the Chairman of the Commission. Fur- 
thermore, we cannot see that the section is germane to the purpose of 
the bill or is needed to carry on the programs elsewhere authorized in 
S. 2162. 

I have comments on two other aspects of S. 2162 which I should 
like to make here. We construe the bill to permit— 

(1) the setting aside of a portion (of up to, for example, 10 
percent) of all contributions as a contingency reserve to defray 
increases in future subscription charges, and 

(2) the making of contracts for each of the two government- 
wide plans with separate “prime” carriers—with each of the two 
prime carriers required to share its rights and obligations with other 
eligible carriers under an equitable sharing formula approved by 
the Commission. 

If S. 2162 contemplates contingency reserve and contract arrange- 
ments substantially different from those stated, the bill would be un- 
acceptable on these grounds also. We regard these two points as of 
such critical importance as to warrant their stipulation in the bill. 
If they are not so stipulated, but if the committee nevertheless agrees 
with our construction of the bill, the record should be made unmistak- 
ably clear that the intent of the Congress is as stated in (1) and (2), 
above. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report to your committee. 

By direction of the Commission: 

Sincerely yours, 

Roger W. Jones, Chairman. 





INDIVIDUAL VIEWS OF SENATOR FRANK CARLSON AND 
SENATOR THRUSTON B. MORTON 


We share our colleagues’ appreciation of the urgent need to enact a 
health insurance program for P ederal employees. We know too that 
the administration is keenly aware of this need. This awareness is 
demonstrated by the fact that the President has on several occasions 
recommended to the Congress that a health insurance program be 
enacted. 

Bills to provide such a program were sponsored by the administra- 
tion and introduced in the Congress in 1954, 1955, 1956, and 1957. 
This active support on the part of the administration, particularly by 
the Civil Service Commission, has been furnished in recognition of 
the fact that health insurance is the one remaining major gap in fringe 
benefits for Federal employees; that enactment of a good health insur- 
ance program would restore the Federal Government to its rightful 
place among progressive, enlightened employers; and that a contribu- 
tory health insurance program would increase efficiency by reducing 
costly turnover of Federal employees. 

Like the administration, we support with enthusiasm enactment 
of a health insurance program which holds out a promise of giving em- 


ployees sound protection against the high costs of illness at a price 


which they can afford and which the Government can afford. The 
bill, S. 2162, which has evolved from our hearings on S. 94, represents 
tremendous progress toward this goal. 

One of the noteworthy features of S. 2162 is that it enables employees 
to choose freely the kind of health insurance—service benefits, in- 
demnity benefits, or group practice benefits—best suited to their needs 
and circumstances. Our hearings on S. 94 have developed the matter 
of free choice as one of the most important and difficult issues: S. 2162 
has commendably resolved this issue, as well as others. 

But S. 2162, with all its good points, still contains five provisions 
which, in our judgment, warrant further consideration by the Senate 
of the bill. ‘These have been pointed out to the committee in frequent 
correspondence and through personal contact by the Bureau of the 
Budget and the Civil Service Commission. They are: 

(1) The program’s cost to the Government is too high 

The cost to the Government has been estimated by the committee 
as $145,300,000 annually. Since this figure includes only the Govern- 
ment’s contribution for active employees, it understates the total cost 
by failing to include the additional sums which Congress must appro- 
priate every year from now on as the Government’s contribution 
toward the cost of providing benefits for retirees. 

The additional sums required to be appropriated for retirees will 
increase each year as the number of insured retirees increases each year. 
We understand from the Civil Service Commission that an estimated 
appropriation of $2,500,000 will be required for the first year. Assum- 
ing a stable contribution rate (which is open to considerable doubt), 
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we are advised by the Commission that this amount will steadily 


increase until, for the fifth year, the appropriation required will be 
$25 million. 


(2) S. 2162 contains no provision which would clearly permit adequate 
prefunding for the purpose of avoiding frequent increases in 
subscription rates 

Continuously increasing utilization of health facilities plus the 
steady growth in the cost of these facilities will very soon cause the 
subscription charges under S. 2162 to rise. This is evidenced by the 
fact that plans with unlimited liability to pay for health services have 
had their reserves depleted and have been constantly plagued by price 
increases during the last few years. 

To stave off frequent increases in contribution rates, S. 2162 
should explicitly provide for setting aside an adequate reserve. The 
reserve of 3 percent of 1 year’s contributions plus income derived from 
any dividends, premium rate credits, or other refunds which S. 2162 
relies on to provide the necessary reserve is totally inadequate for 
the purpose. 

A health insurance program cannot subsist on a hand-to-mouth 
basis. 


(3) The Advisory Council created by section 12 is an insurmountable 
obstacle to efficient administration 


Our committee has ample power to investigate and to seek cor- 
rective legislation of the functions of the agency if circumstances 
should in the future arise which make this course of action desira- 
ble. The Commission’s operating responsibility should be clear and 
unmistakable. We are not aware of the need in this Federal em- 
ployee program for participation by the various educational institu- 
tions which are named. Plainly they are numbered among the re- 
sponsible sources from which the Commission would, if necessary, 
seek information and advice, but to give them three votes in the 
Advisory Council seems quite inappropriate. 

The duties prescribed for the Council would require it to act not 
as an adviser to the Civil Service Commission but rather as a grievance 
committee and as a perpetual monitor with independent investigato 
powers. These powers, without precedent for a council of this kind, 
would weaken and impair the Commission’s position as administrator of 
the program by implicitly making it accountable to the Council and 
interposing the Council between it and the President, the carriers, em- 
ploying agencies, and employees. 

We think a small group which would serve in a truly advisory 
capacity is highly desirable. A large group with plenipotentiary 
powers such as 8S. 2162 would create can only serve to hamper the pro- 
gram and increase the cost of administration. 


(4) The statutory requirement for a Bureau of Retirement and Insurance 
is a usurpation of the Commission Chairman’s power to organize 
the Civil Service Commission 

The underlying purpose of section 13 completely escapes us. We 
can only conclude that its purpose is to coerce the reorganization of the 

Commission. Unless and until it is demonstrated that the Commis- 

sion’s present or contemplated organization for administering a health 
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insurance program is unsatisfactory, we cannot agree to section 13 of 
S, 2162, and strongly recommend its deletion. 


(5) The requirement that the Commassion transmit copies of proposed 
contracts and regulations to the Senate una House Post Office and 
Cw Service Committees 1s unnecessary or improper 

Again, we fail to perceive the purpose of this provision. 

If section 16(a), in requiring the above-mentioned documents to be 
transmitted by May 1, 1960, is intended to prod the Civil Service 
Commission into implementing S. 2162 with alacrity, it is completely 
unnecessary. Based on its past spectacular performance in imple- 
menting the Federal Employees’ Group Life Insurance Act, it needs 
no prodding and, in any event, section 16(b) would require that im- 

lementation be completed by July 1, 1960, the date recommended 
y the Administration. 

If section 16(a) is intended to permit the committee to review the 
above-mentioned documents and to approve or disapprove their con- 
tents, it is an infringement of the Executive’s powers and is improper. 

It would be deplorable if, after 5 years of effort, retention of these 
few objectionable features of the bill were permitted to thwart 
enactment of a much-needed health insurance program for Federal 
employees. 

The chairman of our subcommittee has publicly stated that S. 2162 
represents a start on a good program, that it should be enacted, and 
that improvements can be made later through amendatory legislation. 

We share the views of the chairman of the subcommittee and are 
hopeful that some of the suggestions we are offering will be adopted 
before final enactment of S. 2162. 

FRANK CARLSON. 
Turuston B. Morton. 


O 
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RENAMING THE NEW RICHMOND LOCKS AND DAM IN 
THE STATE OF OHIO AS THE CAPTAIN ANTHONY 
MELDAHL LOCKS AND DAM 


Juty 2, 1959.—Ordered to be printed 


Mr. Kerr, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H.R 904] 


The Committee on Public Works to whom was referred the bill 
(H.R. 904) to rename the New Richmond locks and dam in the State 
of Ohio as the Captain Anthony Meldahl locks and dam, having 
considered the same, reports favorably thereon without amendment 
and recommends that the bill do pass. 


PURPOSE 


The purpose of this bill is to designate the locks and dam to be 
constructed on the Ohio River near Chilo, Ohio, and Foster, Ky., as 
the Captain Anthony Meldahl locks and dam, and any law, regulation, 
map, document, or record of the United States in which such locks and 
dam is referred to under any other name or designation shall be held 
to refer to such locks and dam as the Captain Anthony Meldahl locks 
and dam. 

GENERAL STATEMENT 


The New Richmond locks and dam is under construction by the 
Corps of Engineers on the Ohio River 436.2 miles below Pittsburgh, 
Pa., near Chilo, Ohio, and about 13 miles upstream from New Rich- 
mond, Ohio. It is one of the projects authorized for modernization 
of the Ohio River canalization navigation project, and will replace 
the existing obsolete locks and dams Nos. 31, 32, 33, and 34, with 
one modern structure having a lift of 30 feet and with two locks 110 
feet by 600 feet, and 110 feet by 1,200 feet, to accommodate the 
increasing volume of traffic. The dam will provide a pool with a 
minimum depth of 9 feet extending from the dam about 95 miles 
upstream to Greenup locks and dam which is now also under con- 
struction. 
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The New Richmond locks and dam, in conjunction with Greenup 
and Markland locks and dams now under construction will complete 
modernization of the highly important middle reach, which is the 
busiest on the Ohio River and one of the busiest on the entire inland 
waterway system, with a record high of over 76 million tons movin 
on the Ohio River in 1956. The estimated cost of the New Richmeal 
project is $76,600,000. Construction is scheduled for completion in 
1963. 

Capt. Anthony Meldahi was born at Parkersburg, W. Va., on July 
26, 1855. His association with steamboats began at an early age, 
and during a half century of active river experience he served on or 
commanded many of the best steamboats in the Pittsburgh-Cincin- 
nati trade, and became known as one of the leading masters and pilots 
on the Ohio River. From 1916 until his death in 1923 he served as 
master of the steamer Cayuga. The place of his burial is at Neville, 
Ohio, near the site of the New Richmond locks and dam. 

Local interests desire to change the name of the New Richmond 
locks and dam to the Capt. Anthony Meldahl locks and dam. The 
Federal agencies have no objection to enactment of this legislation, 
H.R. 904 was introduced by Representative Polk of Ohio. 

The committee recommends enactment of this legislation in the 
belief that designation of this project in Captain Meldahl’s name 
might well be considered as a tribute to all the men who served on the 
Ohio River, particularly to the many fine pilots that Captain Meldahl 
trained and served with, and who helped in the development of our 
inland waterway svstem. O 
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REVENUE BOND FINANCING BY TVA 
JuLy 2, 1959.—Ordered to be printed 


Mr. Kerr, from the Committee on Public Works, submitted the 
following 


REPORT 


together with 


SUPPLEMENTAL AND INDIVIDUAL VIEWS 
{To accompany H.R. 3460] 


The Committee on Public Works, to whom was referred the bill 
(H.R. 3460) to amend the Tennessee Valley Authority Act of 1933, 
as amended, and for other purposes, having considered the same, 
report favorably thereon, with amendments, and recommend that the 
bill as amended do pass. 

The amendments are indicated in the bill as reported by linetype 
and italic. 

Purpose OF THE BILL 


The purpose of H.R. 3460 is to authorize the Tennessee Valley Au- 
thority to issue and sell revenue bonds, in an aggregate amount not 
to exceed $750 million outstanding at any one time, to assist in financ- 
ing needed additions to its power system. Proceeds of the bonds could 
be used for construction, acquisition, enlargement, improvement, or 
replacement of any plant or other facility used for the generation or 
transmission of electric power or in connection with lease-purchase 
transactions, for supplying power within a specified area. Such bonds 
would not be obligations of nor guaranteed by the United States. The 
principal of and interest on such bonds woah be payable solely from 
TVA’s power revenues, and TVA would be directed to charge rates 
for power sufficient to cover debt service on the bonds, as well as other 
expenses, and pay a return to the Treasury on the appropriation 
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investment and also a repayment of $1 billion of said appropriation 
investment. The bill also contains a geographic limitation on the 
area within which TVA power can be distributed, and includes pro- 
visions for submission and transmittal of the TVA power construc- 
iton program to the Congress; for review of the proposed bond issues 
by the Secretary of the Treasury, and for the necessary administrative 
authority for the TVA Board to carry out the provisions of the TVA 
Act, including annual and audit reports. 


NEED FOR THE LEGISLATION 


There have been no funds appropriated for initiation of construction 
of new generating capacity by TVA since 1953. During this period, 
TVA has constructed a number of additional units at existing plants 
by use of power revenues, but such revenues cannot provide adequate 
funds to provide the required facilities to meet the normal growth. 

In the President’s budget message for fiscal] year 1956, it was stated: 


The Tennessee Valley Authority is giving immediate atten- 
tion to the possibilities of financing further expansion of its 
power system by means other than Federal appropriations. 
The Authority has been requested to complete its studies in 
time to permit consideration by the Congress at this session 
of any legislation that may be necessary. It is expected that 
the power needs for the system will be reexamined after the 
Congress has had an opportunity to consider legislation to 
provide for future financing. 


Similar statements have been included in each budget message since 
1956. A pertinent passage from the budget message of the President 
for fisca] year 1960 is as follows: 


I again urge the Congress to take action early in this session 
to authorize the sale of revenue bonds by the Tennessee Val- 
ley Authority in order that the Authority may meet its needs 
for new generating facilities. Under such legislation the Con- 
gress would retain budgetary contro] of the program. This 
budget includes a supplemental authorization for fiscal 1959 
for $200 million under the proposed revenue bond legislation. 


The committee was advised by the Chairman of the TVA Board 
that the power requirements are now growing at a rate of about 12 

ercent annually. A shortage of power capacity of about 600,000 
filowatts is anticipated during the winter of 1961-62, which shortage 
will reach about 1 million kilowatts by the following year, with allow- 
ance made for the generating capacity the Corporation is able to 
finance will available power revenues. The supplemental estimate 
of $200 million mentioned in the President’s budget estimate for 1960 
was anticipated for new electric generating capacity of at least 1 
million kilowatts. 

The TVA is the sole supplier of electric power for an area of about 
80,000 square miles in which over 5 million people live and work. The 
presently installed capacity is 10,800,000 kilowatts, which produces 
in excess of 60 billion kilowatt-hours of electricity annually. About 
one-third of the power installation is required for installations of the 
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Atomic Energy Commission, and approximately 52 percent of the 
energy is sold to Federal agencies including the Atomic Energy Com- 
mission. TVA power is sold to 152 distributors, 99 municipal, 51 
cooperative, and 2 small privately owned-systems, and serves directly 
some industrial plants. Residential and farm use of power in the area 
has increased rapidly, partially due to heating about 200,000 homes 
exclusively by electricity, about half the total so heated for the Nation. 
The municipal and cooperative distributors have a total of about 
1,500,000 home, farm, commercial, and industrial consumers. 

Authorization of some means for TVA to finance the needed addi- 
tional power capacity to fulfill its obligations to supply the area with 
dependable power is essential. 


HEARINGS 


A number of bills providing for issuance of revenue bonds by TVA 
to finance needed additions to its power system were introduced in 
both the 84th and 85th Congresses. Extensive hearings on such legis- 
lation were held by subcommittees or the full membership of both the 
House and Senate Committees on Public Works. These included: 

1. Senate hearings in the 84th Congress, held on July 21, 22, and 
97, 1955, on S. 2373. 

2. House hearings in the Ist session of the 85th Congress, held on 
March 28 and 29, April 1, 2, 3, and 5, and May 6 and 7, 1957, on 
H.R. 3235 and H.R. 4266. Following these hearings the commitiee 
favorably reported H.R. 4266. 

3. Senate hearings in the Ist session of the 85th Congress, held on 
April 30 and June 6 and 7, 1957, on S. 1855, S. 1869, S. 1986, and S. 
2145. Following these hearings, S. 1869 was favorably reported by 
the Senate Public Works Committee with amendments, and after 
adoption of additional amendments on the Senate floor, was passed 
by the Senate. 

4. House hearings in the 2d session of the 85th Congress, held on 
July 28, 29, and 30, 1958, on S. 1869. Following these hearings, S. 
1869 was favorably reported by the committee but not acted upon by 
the House prior to adjournment of the 85th Congress. 

5. Hearings on the present bill, H.R. 3460, were held by the House 
Committee on Public Works on March 10 and 11, 1959, and by the 
Senate Committee on Public Works on S. 931 and H.R. 3460, on 
June 9 and 10, 1959, to afford proponents and opponents of the pro- 
posed legislation a full opportunity to restate their views and to 
familiarize new members of the committees with the background and 
provisions of the proposed legislation. 


AMENDMENTS 


The committee recommends certain amendments to H.R. 3460. An 
outline of the proposed amendments follows. They are discussed more 
fully in other portions of this report. 

The provisions of the bill relative to establishment of a limitation 
on the area within which TVA power could be supplied, as passed by 
the House of Representatives, were modified to permit the Corpora- 
tion to make contracts for the sale of power with entities with which 
they had contracts on July 1, 1957, and to require specific authoriza- 
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tion by Congress for supply of power to any city not now served 
which owned its power distribution system on July 1, 1957, having a 
population in excess of 10,000 or to any other city having a popu- 
lation in excess of 5,000, according to the latest available Federal 
census, or which would increase the area for which the Corporation 
was the primary source of power supply on July 1, 1957, by more 
than 21% percent or 2,000 square miles, whichever is the lesser, no 
part of which could be in a State not now served by the Corporation, 
nor more than 500 square miles could be in any one State now served 
by the Corporation or its customers. Three communities, Fulton and 
Monticello, Ky., and Oak Ridge, Tenn.; the naval auxiliary air 
station in Lauderdale and Kemper Counties, Miss., and the rural 
customers of the East Mississippi Electric Power Association in its 
present service area, were added to the communities specifically ex- 
empted from the limitation on territorial expansion, and the area 
of such exempted communities is not to be included in the 214 percent 
or 2,000 square miles allowable expansion of the present service area, 
The Atomic Energy Commission was added to the provision to 
ermit TVA to transmit power to new facilities of the Department of 
Jefense or any agency thereof on certification by the President that 
an emergency need for such power exists. 

The requirement that expenditure of bond proceeds be subject to 
the so-called Buy American Act was deleted as being unnecessary, 
Provisions relative to submission of the TVA power construction 
program to the Congress and its consideration, were substituted for 
the notification and approval by project provisions in the House bill. 

The provision exempting the inclusion of the proceeds and bonds 
of TVA in computations of receipts, expenditures, surpluses or defi- 
cits in the annual budget, except for the amounts budgeted by the 
Corporation asa return on the appropriation investment and reduction 
of said investment, was deleted from the bill. 

The provisions relative to approval of proposed TVA bond issues 
by the Secretary of the Treasury were deleted and additional provi- 
sions substituted therefor. These would require the Corporation to 
advise and consult with the Secretary of the Treasury on the details 
of a proposed bond issue, with the time of issuance and the maximum 
rate of interest to be borne by the bonds subject to approval by the 
Secretary of the Treasury. If the proposed issue of bonds is not 
approved within 3 working days, the Corporation could issue interim 
stiesions in the amount of the proposed issue to the Treasury and 
the Treasury is directed to purchase such interim obligations. In 
case the Corporation determines that a proposed issue of bonds can- 
not be sold on reasonable terms interim obligations could be issued 
to the Secretary of the Treasury with a limitation of $150 million 
on the interim obligations outstanding at any one time, to mature on 
or before 1 year from date of issue, and bear interest equal to the 
average rate on outstanding short-term obligations of the United 
States. If agreement is not reached within 8 months on a proposed 
bond issue, the Corporation could sell such bonds, without approval 
of the Secretary of the Treasury, in an amount sufficient to retire the 
interim obligations. 

Provisions were deleted which would exempt the TVA from the 
Government Corporation Control Act relative to the authority for 
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investment and deposit of the proceeds of the Corporation’s bonds 
and other funds. 

The House bill provided for a repayment to the Treasury of the 
sum of $10 million annually to be applied to reduction of the appro- 
priation investment in the Cc orporation’s power facilities. The com- 
mittee proposes amending that provision to provide for a repayment 
of $10 million annually for each of the first 5 years, 15 million for 
each of the next 5 yeaxs, and $20 million for each year thereafter until 
a total of $1 billion of the appropriation investment has been repaid. . 

The provision for use of power revenues for additional reduction of 
the appropriation investment as considered advisable by the Board 
was clarified. 

The provision for the Corporation to perform engineering and con- 
struction work in connection with the lease, purchase, or purchase of ' 
the output of a generating plant other facilities, was clarified as 
applicable only to such necessary work of this nature. 

The committee has added a new section to H.R. 3460 which amends 
section 5(m) of the TVA Act, to repeal the prohibition against the 
sale of ferrophosphorus for export. 


DIscusston 







The committee is fully cognizant of the situation relative to the 
problem of power supply to meet the growing needs of the Tennessee 
Valley area. Electricity hag become a necessity in our modern econ- 
omy, and the progress of any region depends upon an adequate 
supply thereof. The TVA area is no exception. It is one of the 
fastest growing regions in the country today, with a rapid shift in i 
emphasis from an ‘agricultural area to an important and expanding 
industrial region. Its power needs are increasing accordingly. Unless 
construction of new generating capacity is undertaken in the near 
future, inadequate capacity and power shortages will result. 

The major factor in the power generation demands on the TVA 
system has been the growth of power loads for defense installations. 
Homes and farms need more power as its use is increasing rapidly. 
Expanding industrial development will also increase the demand for 
electricity. 

In 1939 the Congress enacted legislation authorizing TVA to pur- 
chase the facilities owned by private power systems in the Tennessee 
Valley region. By this action, the Federal Government assumed the 
responsibility for supplying the power needs of the area. Relying 
upon this commitment, many cities, rural electric cooperatives, and 
large industries, many of the latter important to national defense, 
have invested hundreds of millions of dollars in distribution facilities 
and manufacturing plants in the expectation that a prudent manage- 
ment would supply such increasing amounts of power as the economy 
of the region demands. 

By 1940, TVA had completed or had under construction most of 
the economically feasible hydroelectric installations, The increasing 
power demands created by World War II, particularly Government- 
owned atomic energy installations, necessitated additional power 
facilities to care for the increased power demands. To meet these 
demands required additional appropriations and the use of power 
revenues to oaks the expansion of power-production facilities. 








6 REVENUE BOND FINANCING BY TVA 





Information furnished the committee indicated that the demand 
for electricity in the TVA area is increasing by about 750,000 kilo- 
watts annually, exclusive of possible additional requirements of Goy- 
ernment agencies. An expenditure of about $150 million per year is 
required to provide capacity for this increased demand. Congress 
has provided no appropriations for 6 years to finance the initiation 
of new generating plants for TVA. In the meantime, TVA has been 
expanding existing plants by use of available power revenues. The 
lack of funds from appropriation sources raises serious doubts as to 
whether TVA can fulfill its commitment in providing an adequate 
supply of power to the area without the necessary authority for ob- 
taining additional funds. Since new generating capacity takes about 
3 years to build under normal schedules, the present rate of growth 
indicates that a serious power shortage will develop unless construe- 
tion of additional capacity begins in the near future. 

The power revenues of TVA will not provide suflicient capital to 
meet the full needs of the power requirements, and TVA must look 
to other sources of funds to relieve the prospective power shortage 
and prevent retardation of the present rapid economic growth. The 
most practicable method of financing the necessary improvements is 
believed to be by use of proceeds from the sale of revenue bonds. 

Legislation to permit TVA to finance new power facilities by sale 
of revenue bonds has been pending before the Con gress for more than 
4 years. Such procedure has been recommended by the TVA Board, 
the Bureau of the Budget, and others, and has been advocated in the 
last five budget messages of the President. The problem before the 
committee was to determine the most practicable method of providing 
the TVA Board, as the manager of a large Federal power project, 
with the authority and flexibility necessary for proper discharge of 
its responsibility toward the economic development of the area, while 
fully protecting the Federal investment and retaining adequate con- 
gressional control over TVA operations. 

H.R. 3460 authorizes the use of bond proceeds as may be required in 
connection with the lease or lease purchase of any electric plant or 
facility, and permits TVA to provide certain necessary services as a 
means of assuring that such plants would be constructed economically 
and to standards that would fit such facility into the TVA power sys- 
tem, and which might be needed for such construction to be feasible. 
It also includes needed provisions to avoid duplication of tax and 
in-lieu taxpayements to State and local governments on facilities oper- 
ated under lease or lease-purchase arrangements. 

The committee believes that such a procedure offers a possibility of 
acquiring a plant financed with funds provided by a local agency. 
such a plant is to become a part of the TVA power system, and TVA 
is to ultimately bear all the costs, the Corporation should be in a post 
tion to influence selection of a site, the plant design, the engineermg 
characteristics, and be assured of the efficiency and economy of con- 
struction just as if the plant were constructed by TVA. 

H.R. 3460 exempts the proceeds of TVA bonds and power revenues 
from the apportionment provisions of existing law. The primary pur- 
pose of the apportionment procedure is to prevent anticipation of 
appropriations. The committee does not believe this procedure should 
be applicable to programs financed by the sale of revenue bonds. 
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The committee understands that all purchases by the TVA are sub- 
ject to the provisions of the so-called Buy American Act, and has 
deleted certain language applicable to that act from H.R. 3460, with 
the expectation that TVA will continue to follow existing rules and 
regulations thereto, with the application of the appropriate cost differ- 
ential to proposals for such purchases. 

The committee believes that the TVA Board would not be reckless 
in utilizing the authority to provide additional service, which actually 
amounts to less than 1 mile around the periphery of the present area 
in which TVA power is used, and would properly use such authority 
to supply isolated communities and contiguous areas, extension into 
rural areas and expanded municipal areas, and minor necessary ad- 
justments around the periphery and within the area in which power 
is now supplied. 

H.R. 3460, with the amendments proposed by the committee, does 
not change the basic administrative premise of the TVA Act. The 
TVA Board will continue to be held fully responsible by the Congress 
for the results of its operations, and it will have corresponding ad- 
ministrative authority in the discharge of this responsibility. The 
actions of the Board will be subject to annual review by the Congress. 

During its consideration of the various bills before it, the committee 
gave particular attention to certain features of the proposed legislation 
hereafter discussed. 

ApprovaAL OF PRogEcTS 


The committee considers that approval of H.R. 3460 by the Congress 
would constitute authorization for the Corporation to issue the entire 
amount of $750 million in revenue bonds, without the necessity of 
additional authorization by Congress on a piecemeal basis. It is 
not believed that the adoption of this limitation would impair the 
marketability of the bonds. Barring unforeseen circumstances, it 
would be 4 or 5 years before the limitation is reached. Consideration 
could then be given by the Congress to raising the ceiling if required 
to meet. the growth in the area’s power needs well in advance of the 
time it is needed. 

The amendment proposed by the committee provides that with the 
budget estimates transmitted by the President to the Congress, either 
the regular annual budget estimates or supplemental estimates that 
may be transmitted from time to time, there shall be included the TVA 

ower construction program as presented to him and recommended 
by the Corporation, together with any recommendations or com- 
ments he may deem appropriate. Neither bond proceeds nor power 
revenues of the Corporation could be used to initiate construction of 
new power producing projects until the construction program of the 
Corporation has been before Congress in session for 90 calendar days, 
except for replacement purposes and except for the first such project 
on which construction is initiated after the effective date of this act. 
This will permit the use of funds for emergency or desirable replace- 
ments, and for initiation of construction of the first new power pro- 
ducing project under the revenue bond financing program this year 
without waiting for the time to elapse for the proposed program to 
lie before Congress. 

In the absence of any modifying action by a concurrent resolution 
of the Congress within the 90-day waiting period, such projects would 
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be deemed to have Congressional approval. This procedure would per. 
mit consideration by the appropriate legislative committees of Con- 
gress, and is believed to assure adequate Congressional review and con- 
trol. The committee expects the TVA Board to keep the President 
and the Congress informed on their power producing activities at all 
times, and advised of their anticipated power construction program, 
including additions to existing facilities, as far in advance as possible, 
As used in this section, the term “projects” is considered to mean a 
complete plant, and not an addition to an existing plant. 


TreRRITORIAL LIMITATION 


Under the original TVA Act, Congress provided that the area in 
which TVA power should be made available would be determined, 
first by the desire of the people, and second by the economic and en- 
gineering feasibility of providing service. The term “service area” 
is a nebulous one and diflicult to define. ,TVA now has no service area 
as such. TVA delivers power to points, thus the service area of 
TVA is the service area of its customers. Although there has been 
no statutory boundary established, there has been no material increase 
for about 15 years in the area supplied by power from TVA. It was 
generally agreed by many that the working arrangement that now 
exists with respect to this area was satisfactory and no area limitation 
was required. Others believed, however, that the stabilization area 
should be defined and limited by law. 

The bill, S. 1869, which passed the Senate in 1957, contained for 
the first time an effort to draw a rigid statutory boundary around 
TVA power operations, meeting the fears of TVA expansion, while at 
the same time preserving sufficient flexibility to permit normal periph- 
eral adjustments without requiring individual legislative action. The 
provisions greatly reduced the area within which communities might 
make application for power service, but caused considerable contro- 
versy with many contentions that the bill would have invited a large 
expansion of the TVA service area. 

The committee recognizes the problems inherent in an attempt to 
establish a rigid boundary for limitation of power service. The House 
evidently encountered these problems also and included several ex- 
emptions in H.R. 3460. Specific problems of individual communities 
were brought to the attention of the committee and several additional 
exemptions were included. Passage of the bill would not require 
these communities to complete their efforts to receive power from 
TVA. The exemptions save to those communities the right and 
opportunity they have under existing law and which they were be- 
lieved to be in the process of exercising. 

The committee believed it desirable to authorize minor adjustments 
in area, to permit elasticity and adjustment in an attempt to eliminate 
certain problems, and to obviate the necessity of coming back to 
Congress for each slight adjustment or change, as by extension of lines 
by a distributor of TVA power. The proposed amendment would per- 
mit an increase of the lesser of: (a) 214 percent of the area for which 
TVA was the chief or principal supplier of power on July 1, 1957, or, 
(b) 2,000 square miles. Aside from exceptions expressly provided for 
in the bill, any area expansion by TVA would be included in the 








a a ee a ee = et i) 


>. 2o.. ar 


REVENUE BOND FINANCING BY TVA 9 


percentage, and/or square-mile limitations, with further provisions 
that no part of the area could be in a State not now served by the 
Corporation, nor more than 500 square miles of which could be in 
any one State now served by the Corporation or its customers. Con- 
tracts for the supply of power could be made with customers with 
which the Corporation had such contracts on July 1, 1957, but con- 
gressional action would be required for power supply to any city not 
now served having a population in excess of 10,000 which owned its 
distribution system on that date, or to any other city having a popu- 
lation in excess of 5,000, or to an area in excess of 2,000 square miles, 
or other specified limitations. The committee believes that this pro- 
vision would permit minor adjustments within, and around the 
periphery of, the TVA area, permit cities to serve contiguous or ex- 
panded areas, and enable rural cooperatives to serve new rural cus- 
tomers within the general area which they now serve. The delivery 
points for TVA customers are subject to change in accordance with 
the requirements of the distributor. The contracts under which TVA 
sells power to distributors do not limit the areas in which those dis- 
tributors may sell power. Thus only a few of the distributors have 
a legally defined service area. The area where each distributor sells 
power is determined by community growth and the relationship be- 
tween neighboring distributors. Within the general area receiving 
TVA power there are small areas served by private power entirely 
surrounded by the lines of TVA distributors. There are also many 
areas in which the lines of distributors of TVA power and the lines 
of private power companies are interlaced. 

he committee was of the opinion that the language of the House 
bill would invite litigation any time that a distributor of TVA power 
undertook service to a new customer, even within the general area 
it was already serving. Even if such litigation were eventually re- 
solved in an equitable manner, its existence could raise serious prob- 
lems in the marketing of the bonds by TVA. 

The committee is opposed to any provision that would limit the 
freedom of TV A and neighboring power systems to enter into mutually 
desirable arrangements for the interchange of power. The limitation 
on TVA taking on as a new customer any city with populations of 
over 5,000 or 10,000 will protect the general load centers now served 
by private companies about which much apprehension has been ex- 

ressed to the committee. It is also intended that existing contracts, 
including those to defense installations, will not be affected by the 
provisions of this section. 

In summation, the committee believes that H.R. 3460, as amended, 
is satisfactory and equitable insofar as the territoria] restrictions is 
concerned. It will permit desirable minor adjustments on the peri- 
phery of the area presently supplied and within that area; prevent 
service to additional cities with a population in excess of 5,000 or 
10,000 if they own their distribution systems; protect the rights of 
certain communities to choose their power supply; protect the areas 
now being served by private utilities; preserve existing contracts, 
interchange arrangements, and power supply to defense installations; 
and reduce the possibility of litigation and confusion arising from 
ambiguous terms. It further believes that the TVA Board would 
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use extreme caution in extension of service as authorized and would 
not encroach on other communities now served by private enterprise, 
























APPROVAL or IssuANCE or TVA ReEvENvE Bonps By THE TREASURY 






H.R. 3460 as passed by the House exempts TVA revenue bonds from 
the requirements of approval by the Secretary of the Treasury as to 
interest rates, terms, and other conditions as provided under the 
Government Corporation Control Act. Under the House bill, the 
Secretary of the Treasury would be consulted by TVA with respect 
to a proposed bond issue, and he could hold up the issuance and sale 
of the proposed bonds for a period up to 90 days. The committee 
deleted the provisions relating to approval by the Secretary of the 
Treasury, as they were considered unrealistic in operation and a 
definite limitation on timing of bids or negotiations on TVA bond 
issues by the Corporation. 

The committee proposes substitute language providing for advice 
and consultation between the Corporation and the Secretary of the 
Treasury, with the bond issue subject to approval by the Secretary 
only as to time of issuance and the maximum rates of interest to be 
borne by the bonds. It provides a temporary means of financing the 
authorized power program of TVA if the Secretary does not approve 
a proposed issue of TVA bonds, or if the TVA determines that a pro- 
posed issue of bonds cannot be sold on reasonable terms. 

In case the Secretary of the Treasury does not approve a proposed 
issue of bonds within 3 working days of its submission to him for 
approval, he would be directed, if requested by the TVA, to purchase 
interim obligations of TVA in the amount of the proposed issue. In 
case the Corporation determines that a proposed bond issue cannot 
be sold on reasonable terms, the Secretary is authorized to purchase 
interim TVA obligations. The total amount of such interim obliga- 
tions purchased and owned by the Treasury would be limited to $150 
million. Such obligations would be payable on or before 1 year from 
date of issue, and the interest rate would be determined by the aver- 
age interest rate paid by the Treasury for obligations of comparable 
maturities. If agreement is not reached within 8 months concerning 
the issuance of any bonds which the Secretary has failed to approve, 
the Corporation may sell such bonds on any date thereafter, without 
=e by the Secretary, in an amount sufficient to retire the interim 
obligations issued to the Treasury, and such interim obligations will 
be retired from the proceeds from such bonds. 

























PAYMENTS TO THE TREASURY 






H.R. 3460 repeals the last three paragraphs of the TVA item in 
the Government Corporations Appropriation Act, 1948. The first of 
these deleted paragraphs contain the provisions for payments to the 
Treasury by the TVA, beginning on June 30, 1948, of necessary 
amounts to total $348,239,240 over a 40-year period, and the out- 
standing bonded indebtedness to the Treasury. The second deleted 
paragraph required TVA to pay into the Treasury within 40 years 
after a power facility goes into operation an amount equal to the 
appropriated funds invested in such facility. 
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In lieu of these deleted paragraphs, the bill requires TVA to make 
two types of payments to the Treasury. The first is a semiannual 
return on the appropriation investment based on the Treasury’s cur- 
rent average cost of money. Approximately $1,200 million investment 
in the TVA power system supplied by appropriations and transfers 
of property from other agencies is eae This return is in the 
nature of an annual dividend to the Government as the owner of the 
Corporation, and will be much larger than the annual amount now 
necessary to amortize the cost of power facilities in 40 years. These 
payments represent only a part of the actual earnings by the Govern- 
ment on its investment. Over the years, TVA earnings have been sufli- 
cient to cover operation and maintenance, depreciation, and to provide 
an average return of about 4 percent on the total investment. That 
ortion of the earnings which has not been paid into the Treasury has 
n reinvested in new power facilities. As a result, the TVA power 
system is now a Government asset of much greater value than the net 
amount of the appropriation investment. The return payments will 
not reduce the appropriation investment, but will continue to be made 
as long as there is an appropriation investment in the TVA power sys- 
tem. Such payments will insure that the Tresaury will have no carry- 
ing charge on this investment since TVA’s siren payments on it as a 
return will always be equal to the Treasury’s current interest cost, de- 
termined by applying the computed average interest rate payable by 
the Treasury on its total marketable obligations as of the beginning 
of the fiscal year in which the payment is made to the appropriation 
investment. 

The second payment required under H.R. 3460 is a repayment to the 
Treasury by the TVA of not less than $10 million per year for each of 
the first 5 fiscal years, $15 million for each of the next 5 fiscal years, 
and $20 million for each fiscal year thereafter, such repayments to be 
applied to reduction of the appropriation investment until a total of 
$1 billion has been repaid. These repayments will reduce the appro- 
priation investment by $1 billion in about 54 years, which is the 
approximate time period for repayment of similar Federal projects 
financed by appropriations. There would remain a relatively small 
amount of appropriation investment in the TVA power system, which 
would represent, together with the reinvestment of power, revenues, 
the equity of the Federal Government in the System. The committee 
believed it advisable to retain some appropriation equity in the assets 
of the Corporation. The Government is the owner and sole stockholder 
of TVA, and will own the equity built up by the earnings of the 
Corporation. The existing power facilities built from appropriations 
and reinvestment of earnings will produce revenue for making these 
returns to the Treasury and also for assisting in the debt service on 
revenue bonds used for construction of additional power facilities. 
The bondholders would have a prior claim on the earnings of the 
Corporation, but the Government, as owner, would control the 
Corporation and own the equity built up by earnings. The bill 

rovides the Government and the bondholders insurance against loss 

y the requirements for rate charges for power and reinvestment 
provisions. Payments to the Treasury may be deferred for not more 
than 2 years in event of drought or other features beyond the control 
of the Cterpoiritite: 
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INVESTMENTS AND DEPOSITORIES 


The committee deleted a provision of H.R. 3460 with respect to the 
authority for investment and deposit of the proceeds of the Corpora- 
tion’s bonds and its other funds. The provision specified that invest. 
ment and deposit might be made notwithstanding the provisions of 
section 302 and section 303 of the Government Corporation Control 
Act. The pertinent parts of sections 302 and 303 of that act require 
the approval of the Secretary of the Treasury (1) of the eg of 
funds of a Government corporation with a Federal Reserve bank or 
with a bank designated as a depositary or fiscal agent of the United 
States, and (2) of the sale or purchase by a Government corporation 
at one time of direct or guaranteed obligations of the United States 
aggregating more than $100,000. The committee deems it advisable 
that the deposit and investment of the proceeds of the Corporation’s 
bonds and other funds be subject to the approval of the Secretary of 
the ‘Treasury in these two respects, and has therefore deleted the ex- 
ceptions from the Government Corporations Control Act in this re- 
gard 

It is the belief of the committee that investment of the proceeds 
from the sale of bonds by the TVA in guaranteed obligations of the 
United States until needed for disbursement would be a sound pro- 
posal. With the approval of the Secretary of the Treasury, TVA 
could invest any amount of their funds at any time in Government 
bonds, and not be limited to $100,000 purchased at one time. When 
the depository for funds of a Government corporation is approved by 
the Secretary of the Treasury, he can demand collateral for their 
security. 

It is the intent and hope of the committee that there will be the 
fullest spirit of cooperation in these matters between representatives 
of the Treasury Department and the Tennessee Valley Authority, to 
the benefit of all concerned. Representatives of the Treasury Depart- 
ment assured the committee of their cooperation. 


Incitusion oF TVA OpeRrATIONS IN THE FEDERAL Bouncer 


The committee has deleted language from H.R. 3460 which would 
exempt inclusion of the power expenditures and power receipts of the 
TVA in the computation of receipts, expenditures, surpluses, or 
deficits in the annual budget of the Federal Government. At the 

resent time such receipts and expenditures of all wholly owned 

overnment corporations are shown in order to reflect the overall 
financial requirements of the Federal Government. These include 
power receipts and expenditures of TVA and the payments to the 
Treasury by the Corporation. ‘The bill does not change the status of 
TVA as a wholly owned Government Corporation, in which there is a 
considerable Federal investment. The committee is of the opinion 
that with the acquisition of capital from the sale of revenue bonds, 
which are not obligations of nor guaranteed by the United States, the 
TVA is placed in a different category than other wholly owned 
Government corporations. Expenditure by TVA of the proceeds of 
bonds which are not guaranteed by the United States and of power 
revenues will not add in any way to the burden of taxpayers or of the 
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Treasury, and the committee therefore believes, and so recommends 
to the Bureau of the Budget, that the source of funds and details on 
the revenue bonds, be properly identified in the budget, in order that 
expenditure of bond proceeds not be reflected as a net budget expend- 
iture. 

SaLe or FerropHospHorvus FoR Exporr 


F ne is an unavoidable byproduct of the production of 
phosphorus by the electric furnace method. TVA produces about 
10,000 long tons of ferrophosphorus per year, of which approximately 
8,000 tons contain 23 to 26 percent phosphorus and 2,000 tons contain 
less than 23 oe phosphorus. ‘TVA sells some of the higher grade 
material to domestic steel producers, but there is no domestic market 
for the lower grade ferrophorphorus. Steel producers in Belgium and 
Luxembourg, however, use the low grade material in the production 
of steel, and in the years 1950 to 1953 TVA sold 29,000 long tons of 
ferrophosphorus in Belgium and Luxembourg, for which it obtained 
$1,144,880. 

Under the authority of the original TVA Act, the Corporation was 
authorized to sell its products to allied countries during World War II. 
For a brief period after the state of war was terminated, temporary 
legislation permitted TVA to sell its products to nations associated 
with the United States in defense activities. This latter authority 
expired on April 1, 1953, and since that date, TVA has been prohibited 
by law from selling any of its products for export. 

For some time after April 1, 1953, the price of ferrophosphorus for 
foreign consumption declined. The price of low-grade ferrophos- 

horus has recently risen again, and is now approximately $35 per 
ong ton. The committee was advised that TVA has accumulated a 
stockpile of over 30,000 long tons of low-grade ferrophosphorus worth 
over $1 million for sale in the foreign markets. Low-grade ferro- 
phosphorus can make no contribution to the domestic economy and 
serves to create a storage problem and additional expense for TVA. 
It is, however, suitable for use in the steelmaking processes of friendly 
European countries, and if permitted to sell it, TVA could derive 
substantial revenues and at the same time make a contribution to the 
economy of Western Europe. This provision is approved by the 
committee with the understanding that any export of ferrophosphorus 
will be limited to that surplus to the needs within the United States, 
its Territories and possessions, that such export will be made only to 
friendly nations, in accordance with existing law, and will not inter- 
fere with or violate any of our international commitments. Represen- 
tatives of the Department of State advised that they would offer no 
objection to the amendment under those terms, and if disposals are 
made subject to the following provisions of Public Law 520, 79th 
Congress : 


Section 3(e) * * * No such disposition shall be made 
until six months after publication in the Federal Register and 
transmission of a notice of the proposed disposition to the 
Congress * * *. 

* * * The plan and date of disposition shall be fixed with 
due regard to the protection of the United States against 
avoidable loss on the sale or transfer of the material to be 
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released and the protection of producers, processors, and 
consumers against avoidable disruption of their usual 
markets: * * *, 


CoNCLUSIONS AND RECOMMENDATIONS 


The committee concludes, that H.R. 3460, as amended, is an excel- 
lent bili which presents a fair, equitable, and workable solution to the 
problem of financing the future power needs of the Tennessee Valley 
area, and that its enactment would provide TVA with an additional 
source of funds with which to construct the necessary facilities re- 
quired to keep pace with such needs, under provisions that will per- 
mit TVA to operate efficiently with flexibility and under adequate 
congressional review. The measure fully protects the interests of the 
Federal Government as the owner of the TVA system and is consistent 
with and will advance the attainment of the objectives of the TVA 


Act. 


The committee recommends and urges enactment of this legislation, 


SUMMARY AND ANALYsIS oF BILL 


Section 1, repealer clause 


The repealer clause of the first section of H.R. 3460 repeals the last 
three paragraphs of the Tennessee Valley Authority item in title II 
of the Government Corporations Appropriation Act of 1948. The 
first two of these repealed paragraphs contain the present 40-year 
payment plan under which TVA is required to pay into the Treasury 
within 40 years, until a certain sum of appropriation investment and 
bonded indebtedness is repaid, and in addition an amount equal to 
the appropriated funds invested in a power facility within 40 years 
after such facility goes into operation. The third of the repealed 
paragraphs prohibits the use of power revenues to begin construction 
of a new power-producing project, as distinguished from the addition 
of new units at existing plants, without prior expressed congressional 
approval. 

Subsection 15d(e) requires TVA to make two types of payments to 
the Treasury in lieu of the renealed provisions. 

Section 1 also amends the Tennessee Valley Authority Act of 1933, 
as amended, by inserting immediately after section 15c thereof a new 
section 15d comprised of subsections (a) through (h). 


Subsection 15d (a) 


This subsection contains a general authorization for the TVA to 
issue and sell bonds, notes, and other evidences of indebtedness in an 
amount not exceeding $750 million outstanding at any one time to 
assist in financing its power program, and to refund such bonds. The 
Corporation is authorized to use the proceeds from such bonds for the 
construction, acquisition, enlargement, improvement, or replacement 
of any generating or transmission facility, including that portion of 
any multiple-purpose structure used or to be used for power genera- 
tion; or for any expenditures required in connection with a lease, lease- 
purchase agreement, or a contract to purchase the power output of any 
plant or other facility and for incidental purposes. Unless specifically 
authorized by act of Congress, TVA could make no contracts making 
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it the primary source of power to any additional city not now served 
having a population in excess of 10,000 which owned its power distri- 
bution system on July 1, 1957, or to any other city having a popula- 
tion in excess of 5,000, according to the latest available Federal census, 
or which would increase the area in which TVA power was supplied 
on July 1, 1957, by more than 2% percent or 2,000 square miles, which- 
ever is the lesser, no part of which could be in a State not now served 
by the Corporation, nor more than 500 square miles of which may 
be in any one State now served by the Corporation or its customers. 
The subsection further provides that nothing contained therein shall 
prevent continued service to Dyersburg and Covington, Tenn., to 
which TVA began supplying power after July 1, 1957; service to 
Paducah, Princeton, Glasgow, Fulton, and Monticello, Ky., Chicka- 
mauga and Ringgold, Ga.; Oak Ridge and South Fulton, Tenn.; the 
Naval Auxiliary Air Station in Lauderdale and Kemper Counties, 
Miss. ; rural customers in the area now served by the East Mississippi 
Electric Power Association ; and transmission of power to the Atomic 
Energy Commission and to the Department of Defense on certification 
by the President that an emergency defense need for such power exists. 
Nothing in the act would affect the present rights of the parties in 
any existing lawsuits involving efforts of towns in the same general 
area where TVA power is supplied to obtain power from TVA. 

The proposed bonds would be revenue bonds and not general obli- 
gations of the TVA or the United States, with principal and interest 
payable solely from net power proceeds. These proceeds to which 
the bondholders must look for payment of principal and interest, are 
defined as the gross revenues derived from the sale of power, less 
operating, maintenance, and administrative expenses, including an 
allocated part of the cost of operating multiple-purpose properties, 
and payments to States and counties in lieu of taxes under section 13 
of the TVA Act, but before deducting depreciation charges, and would 
include funds derived from any sale of power properties, and reserve 
or other funds set up under bond contracts, in accordance with appli- 
cable bond covenants for debt service on the bonds. The net power 

roceeds as defined may be used for the payment of principal and 
interest on bonds, the purchase or redemption of bonds, and for 
incidental purposes such as creation of reserve funds or other funds, 
as deemed desirable. The TVA would be authorized to make such 
covenants with the bondholders or trustees as deemed necessary or 
desirable to make the bonds more marketable. 

The proceeds from bonds may be expended for specified purposes, 
including the addition of generating units to existing power-producing 
projects and construction of additional power-producing projects, 
without limitation of any other law. The subsection provides, how- 
ever, that the power construction program as presented and recom- 
mended by the TVA, will be transmitted to the Congress by the 
President with the budget estimates, together with any recommenda- 
tions he may deem appropriate. Neither bond proceeds nor power 
revenues received by the Corporation could be used to initiate the 
construction of new power-producing projects, except for replacement 
purposes and for the first such project begun after the effective date 
of this section, until the construction program had been before Con- 
gress in session for 90 calendar days. In the absence of modifying 
action by Congress by concurrent resolution, the projects would be 
deemed to have congressional approval. 


59004°—59 SS. Rept., 86-1. vol. 414 
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Subsection 15d(b) 


This subsection makes it clear that the bonds issued by the TVA 
will not be obligations of or guaranteed by the United States, but will 
be secured as to both principal and interest solely by power revenues 
of the Corporation, and provides that the proceeds of such bonds and 
from power operations and expenditure of such proceeds shall not be 
subject to the apportionment procedure set forth in title 31, United 
States Code, section 665, which provides for distribution of funds for 
expenditure over portions of the entire fiscal year. 

Subsection 15d (c) 

This subsection grants TVA authority to determine the forms, 
denominations, maturities, conditions, interest rates, and sale prices 
of bonds, subject to the provision that such bonds shall mature in 
not more than 50 years from their dates of issue. At least 10 days 
before selling each issue of bonds under the provisions of this section, 
the Corporation shall advise the Secretary of the Treasury in the 
fullest possible detail with respect to the proposed bond issue, and if 
requested by the Secretary, consult with him or someone designated 
by him, on the matter. The sale and issuance of such bonds would 
be subject to approval by the Secretary only as to time of issuance, 
and the maximum rates of interest to be borne by the bonds. If the 
Secretary of the Treasury does not approve a proposed issue of bonds 
within 3 working days following the date on which he is advised of 
the proposed sale, the Corporation may issue to the Secretary interim 
obligations in the amount of the proposed issue which the Secretary 
is directed to purchase. Should the Corporation determine that a 
proposed issue of bonds cannot be sold on reasonable terms it may 
issue to the Secretary interim obligations which the Secretary 1s 
authorized to purchase. These interim obligations issued by the Cor- 
poration to the Secretary shall not exceed $150 million outstanding 
at any one time, shall mature on or before 1 year from date of issue 
and shall bear interest equal to the average rate on outstanding 
marketable obligations of the United States with maturities from 
dates of issue of 1 year or less as of the close of the month preceding 
the issuance of the obligations. If agreement is not reached within 
8 months concerning the issuance of any bonds which the Secretary 
has failed to approve, the Corporation may proceed to sell such bonds 
on any date thereafter, without approval by the Secretary, in amounts 
sufficient to retire the interim obligations issued to the Treasury, and 
such interim obligations shall be retired from the proceeds of such 
bonds. 

The TVA could sell its bonds either on competitive bids or by 
negotiations, and would be authorized to select trustees, registrars, 
and paying agents. Commercial audits would be authorized, in 
addition to audit by the General Accounting Office. The TVA could 
invest the proceeds of bonds, and other funds derived from its power 
program, in securities approved for investment of national bank funds 
and to deposit any of such funds in any Federal Reserve bank, or 
member bank. Bonds issued by the Corporation under this section 
shall contain a recital evidencing the regularity of the issuance and 
sale of such bonds and of their validity. The annual report of the 
Board shall contain a detailed statement of the operation of this 
section during the year. 
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Subsection 15d(d) 


This subsection provides that bonds issued by the Corporation shall 
be lawful investments and may be accepted as security for all fiduciary, 
trust, and public funds, the investment or deposit of which shall be 
under the authority or control of any officer or agency of the United 
States. The Secretary of the Treasury or any other officer or agency 
having authority over or control of any such fiduciary, trust or public 
funds, may at any time sell any of the bonds of the Corporation 
acquired by them under this section. The bonds are not exempt 
from Federal income taxes, but the principal and interest would 
subject to the customary exemption from State or local taxes, other 
than estate, inheritance, and gift taxes. 


Subsection 15d (e) 


This subsection provides that beginning with fiscal year 1961 the 
TVA will make semiannual payments to the Treasury of a return on 
the power investment financed from appropriations, such payments 
to be subordinated to the payments necessary to meet the Corpora- 
tion’s obligation on its bonds. “Appropriation investment” includes 
the total investment in power facilities, including construction in 
progress, at the beginning of each fiscal year derived from (1) appro- 
priations, and (2) transfers from other Government agencies without 
reimbursement, less repayments made under the repayment provisions 
of the 1948 Appropriation Act or the TVA Act. The return on the 
appropriation investment is computed at variable rates equal to the 
average interest rate payable by the Treasury upon its total market- 
able obligations as of the beginning of each fiscal year in which pay- 
ment is made. These include both long-term and short-term obliga- 
tions, but exclude certain obligations in which the interest rate is not 
determined by the cost of money in the investment market. 

This subsection also requires repayment by TVA to the Treasury 
in reduction of the appropriation investment, amounts of not less 
than $10 million per year for each of the first 5 fiscal years, $15 million 
annually for each of the next 5 fiscal years, and $20 million for each 
fiscal year thereafter, until a total of $1 billion of the appropriation 
has been repaid. In the event of drought or other factors beyond 
the control of the Corporation, payments into the Treasury may be 
deferred for not more than 2 years. 


Subsection 15d(f) 


Subsection (f) requires TVA to charge rates for the sale of power 
which will be adequate for the protection of the bondholders and the 
Federal Government. Such rates must produce sufficient revenues 
to provide funds for— 


1, Operation, maintenance, and administration of its power 
system. 

2. Payments to States and counties in lieu of taxes. 

3. Debt service on outstanding bonds, including establishment 
of reserve or other necessary funds. 

4. Payments to the Treasury as a return on the appropriation 
investment in power facilities. 

5. Repayment to the Treasury for reduction of appropriation 
investment in power facilities. 
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6. Such additional margin as the TVA Board considers desir- 
able to provide for investment in power assets, retirement of 
bonds before maturity, or additional] reduction of the appropria- 
tion investment, having due regard to the primary objectives of 
the act, including the objective that power shall be sold at rates 
as low as are feasible. 

As a protection of the investment of both the Government and the 
bondholders, the Corporation is required during each successive 5- 
year period, beginning with July 1 of the first full fiscal year after 
the effective date of this section, to apply net power proceeds in at 
least the amount of the depreciation accruals, amortization charges of 
power facilities, and net proceeds from any disposition of power 
facilities during said period, either to reduction of capital obligations, 
including bonds and appropriation investment, or to reinvestment in 
power assets. 

Subsection 15d(q) 


This subsection is intended to facilitate the making of lease and 
lease-purchase agreements by TVA, and eliminates the possibility 
of duplication of tax and in-lieu taxpayments on the same power 
facility. In that connection, the TVA is authorized (1) to sell, lease, 
or otherwise convey in the name of the United States any property 
held by TVA and (2) to perform necessary engineering and construc- 
tion work and other services, and to enter into necessary contractual 
arrangements. 


Subsection 15d(h) 


This subsection affirms the intent of Congress that the new section 
of the act is construed to provide TVA with authority and flexibility 
to aid it in achieving the overall purposes and objectives of the Ten- 
nessee Valley Authority Act. 

Section 2 


This section amends existing law to make it possible for the national 
banks to buy or underwrite TVA bonds on a basis similar to that now 
in effect as to eligible bonds of the International Bank for Reconstruc- 
tion and Development. 


Section 3 


This section amends the TVA Act to permit the Corporation to sell 
ferrophosphorus produced in its electric furnace phosphorus plants, 
outside the United States, its Territories, and possessions, 


CHANGES IN Existinc Law 


In compliance with subsection (4) of rule X XI of the Standing 
Rules of the Senate, changes in existing law made by the bill as re- 
ported are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown roman) : 


Matter Appearing Under the Subtitle “Independent Agencies and 
Corporations” in Title II of the Government Corporations Ap- 
propriation Act, 1948 (61 Stat. 576-577) 
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TITLE II 


The following corporations and agencies, respectively, are hereby 
authorized to make such aspen within the limits of funds and 
borrowing authority available to each such corporation or agency and 
in accord with law, and to make such contracts and commitments 
without regard to fiscal year limitations as provided by section 104 
of the Government Corporation Control Act, as may be necessary 
in carrying out the programs set forth in the Budget for the fiscal 
year 1948 for each such corporation or agency, except as hereinafter 
provided : 

INDEPENDENT AGENCIES AND CORPORATIONS 


Export-Import Bank of Washington: Not to exceed $800,000 (to 
be on an accrual basis) of the funds of the Export-Import Bank of 
Washington shall be available during the fiscal year 1948 for all 
administrative expenses of the Bank, including not to exceed $100 for 
periodicals, $200 for newspapers, and $200 for maps; health service 
program as authorized by the Act of August 8, 1946 (Public Law 
658), and not to exceed $24,000 for temporary services, as authorized 
by section 15 of the Act of August 2, 1946 (Public Law 600) : Provided 
further, That necessary expenses (including special services per- 
formed on a contract or fee basis, but not including other personal 
services) in connection with the acquisition, operation, maintenance, 
improvement, or disposition of any real or personal property belong 
to the Bank or in which it has an interest, including expenses of col- 
lections of pledged collateral, or the investigation or appraisal of 
any property in respect to which an application for a loan has been 
made, shall be considered as nonadministrative expenses for the 
purposes hereof. 

Panama Railroad Company: Not to exceed $750,000 (to be com- 
puted on an accrual basis) of the funds of the Company shall be avail- 
able during the fiscal year 1948 for its administrative expenses, includ- 
ing administrative services performed for the Company by other Gov- 
ernment agencies, which shall be determined in accordance with the 
Company’s prescribed accounting system in effect on July 1, 1946, 
and shall be exclusive of depreciation, payment of claims, contributions 
to employees retirement system, expenditures which the Company’s 
prescribed accounting system requires to be capitalized or charged 
to cost of commodities acquired, and expenses in connection with 
acquisition, construction, operation, maintenance, improvement, pro- 
tection, and disposition of facilities and other property belonging to 
the company or in which it has an interest. 

Tennessee Valley Associated Cooperatives, Inc. : Not to exceed $2,500 
shall be available for administrative expenses related to liquidation: 
Provided, That appropriate steps shall be taken to secure the final 
dissolution and liquidation of the Corporation at the earliest practi- 
cable date and such dissolution and liquidation shall be under the 
supervision and direction of the Secretary of the Treasury. 

[Tennessee Valley Authority: Not later than June 30, 1948, and 
not later than June 30 of each calendar year thereafter, until a total 
of $348,239,240 has been paid as herein provided, the board of directors 
of the Tennessee Valley Authority shall pay from net income derived 
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the immediately preceding fiscal year from power operations (such 
net income to be determined by deducting power operating expen 
allocated common expense, and interest on funded debt from total 

ower operating revenues) not less than $2,500,000 of its outstanding 
Leuabel indebtedness to the Treasury of the United States exclusive 
of interest, and such a portion of the remainder of such net income 
into the Treasury of the United States as miscellaneous receipts ag 
will, in the ten-year period ending June 30, 1958, and in each succeed- 
ing ten-year period until the aforesaid total of $348,239,240 shall have 
been paid, equal not less than a total of $87,059,810, including payment 
of bonded indebtedness exclusive of interest on such bonded indebted- 
ness. Total payments of not less than $10,500,000 shall be made not 
later than June 30, 1948. 

[Amounts equal to the total of all appropriations herein and here- 
after made to the Tennessee Valley Authority for power facilities 
shall be paid by the board of directors thereof, in addition to the total 
of $348,239,240 specified in the foregoing paragraph, to the Treasury 
of the United States as miscellaneous receipts, such payments to be 
amortized over a period of not to exceed forty years after the year in 
which such facilities go into operation. 

[None of the power revenues of the Tennessee Valley Authority shall 
be used for the construction of new power producing projects (except 


for replacement purposes) unless and until approved by Act of 
Congress. ] 



























Tennessee Valley Authority Act (48 Stat. 58 (May 18, 1933), as 
Amended by 49 Stat. 1075 (August 31, 1935), 53 Stat. 1083 (July 
26, 1939), 54 Stat. 611 (June 26, 1940), 55 Stat. 599 (July 18, 1941), 

55 Stat. 775 (November 21, 1941), 66 Stat. 330 (July 3, 1952), 66 

Stat. 591 (July 12, 1952), and 68 Stat. 968 (August 30, 1954), 16 

U.S.C. sees. 831-83ic, 831d, 831h-1, 831i-831dd) 


AN ACT To improve the navigability and to provide for the flood control of the 
Tennessee River; to provide for reforestation and the proper use of marginal 
lands in the Tennessee Valley; to provide for the agricultural and industrial 
development of said valley; to provide for the national defense by the creation 
of a corporation for the operation of Government properties at and near Muscle 
Shoals in the State of Alabama, and for other purposes 


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That for the purpose 
of maintaining and operating the properties now owned by the United 
States in the vicinity of Muscle Shoals, Alabama, in the interest of the 
national defense and for agricultural and industrial development, and 
to improve navigation in the Tennessee River and to control the 
destructive flood waters in the Tennessee River and Mississippi River 
Basins, there is hereby created a body corporate by the name of the 
“Tennessee Valley Authority” (hereinafter referred to as the “Corpo- 
ration”). The board of directors first appointed shall be deemed the 
incorporators, and the incorporation shall be held to have been effected 
from the date of the first meeting of the board. This Act may be cited 
as the “Tennessee Valley Authority Act of 1933.” 

Sec. 2 (a) The board of directors of the Corporation (hereinafter 
referred to as the “board”) shall be composed of three members, to 
be appointed by the President, by and with the advice and consent 
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of the Senate. In appointing the members of the board, the Presi- 
dent shall designate the chairman. All other officials, agents, and 
employees shall be designated and selected by the board. 

(b) The terms of oflice of the members first taking office after the 
approval of this Act shall expire as designated by the President at 
the time of nomination, one at the end of the third year, one at the 
end of the sixth year, and one at the end of the ninth year, after 
the date of approval of this Act. A successor to a member of the 
board shall be appointed in the same manner as the original members 
and shall have a term of office expiring nine years from the date of 
the expiration of the term for which his predecessor was appointed. 

(c) Any member appointed to fill a vacancy in the board occurring 
prior to the expiration of the term for which his predecessor was 
appointed shall be appointed for the remainder of such term. 

d) Vacancies in the board so long as there shall be two members 
in office shall not impair the powers of the board to execute the 
functions of the Corporation, and two of the members in office shall 
constitute a quorum for the transaction of the business of the board. 

(e) Each of the members of the board shall be a citizen of the 
United States, and shall receive a salary at the rate of $10,000* a 
year, to be paid by the Corporation as current expenses. Each mem- 
ber of the board, in addition to his salary, shall be permitted to oc- 
cupy as his residence one of the dwelling houses owned by the Gov- 
ernment in the vicinity of Muscle Shoals, Alabama, the same to 
be designated by the President of the United States. Members of the 
board shall be reimbursed by the Corporation for actual expenses 
(including traveling and subsistence expenses) incurred by them in 
the performance of the duties vested in the board by this Act. No 
member of said board shall, during his continuance in office, be en- 
gaged in any other business, but each member shall devote himself 
to the work of the Corporation. 

(f) No director shall have financial interest in any public-utility 
corporation engaged in the business of distributing and selling power 
to the public nor in any corporation engaged in the manufacture, 
selling, or distribution of fixed nitrogen or fertilizer, or any ingredi- 
ents thereof, nor shall any member have any interest in any business 
that may be adversely affected by the success of the Corporation as 
a producer of concentrated fertilizers or as a producer of electric 
power. 

(g) The board shall direct the exercise of all the powers of the 
Corporation. 

(h) All members of the board shall be persons who profess a belief 
in the feasibility and wisdom of this Act. 

Sec. 3. The board shall without regard to the provisions of Civil 
Service laws applicable to officers and employees of the United States, 
appoint such managers, assistant managers, officers, employees, attor- 
neys, and agents, as are necessary for the transaction of its business, fix 
their compensation, define their duties, require bonds of such of them 
as the board may designate, and provide a system of organization to 
fix responsibility and promote efficiency. Any appointee of the board 
may be removed in the discretion of the board. No regular officer or 


*Nore.—Salaries of the Chairman and members of the Board of Directors were increased 
to $20,500 and $20,000, respectively (5 U.S.C. 2204(19) ; 2205(45)). 
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employee of the Corporation shall receive a salary in excess of that re- 
ceived by the members of the board. 

All contracts to which the Corporation is a party and which require 
the employment of laborers and mechanics in the construction, altera- 
tion, maintenance, or repair of buildings, dams, locks, or other projects 
shall contain a provision that not less than the prevailing rate of wages 
for work of a similar nature prevailing in the vicinity shall be paid to 
such laborers or mechanics. 

In the event any dispute arises as to what are the prevailing rates 
of wages, the question shall be referred to the Secretary of Labor for 
determination, and his decision shall be final. In the determination of 
such prevailing rate or rates, due regard shall be given to those rates 
which have been secured through collective agreement by representa- 
tives of employers and employees. 

Where such work as is deocribed in the two preceding paragraphs is 
done directly by the Corporation the prevailing rate of wages shall be 
paid in the same manner as though such work had been let by contract. 

Insofar as applicable, the benefits of the Act entitled “An Act to 
provide compensation for employees of the United States suffering 
injuries while in the performance of their duties, and for other pur- 
poses,” approved September 7, 1916, as amended, shall extend to per- 
sons given employment under the provisions of this Act. 

Sec. 4. Except as otherwise specifically provided in this Act, the 
Corporation— 

(a) Shall have succession in its corporate name. 

(b) May sue and be sued in its corporate name. : 

(c) May adopt and use a corporate seal, which shall be judicially 
noticed. 

(d) May make contracts, as herein authorized. 

(e) May adopt, amend, and repeal bylaws. 

(f) May purchase or lease and hold such real and personal property 
as it deems necessary or convenient in the transaction of its business, 
and may dispose of any such personal property held by it. 

The board shall select a treasurer and as many assistant treasurers 
as it deems proper, which treasurer and assistant treasurers shall 
give such bonds for the safekeeping of the securities and moneys of 
the said Corporation as the board may require: Provided, That any 
member of said board may be removed from office at any time by a 
concurrent resolution of the Senate and the House of Representatives. 

(g) Shall have such powers as may be necessary or appropriate 
for the exercise of the powers herein specifically conferred upon the 
Corporation. 

(h) Shall have power in the name of the United States of America 
to exercise the right of eminent domain, and in the purchase of any 
real estate or the acquisition of real estate by condemnation proceed- 
ings, the title to such real estate shall be taken in the name of the 
United States of America, and thereupon all such real estate shall be 
entrusted to the Corporation as the agent of the United States to 
accomplish the purposes of this Act. 

(i) Shall have power to acquire real estate for the construction of 
dams, reservoirs, transmission lines, power houses, and other struc- 
tures, and navigation projects at any point along the Tennessee River, 
or any of its tributaries, and in the event that the owner or owners of 
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such property shall fail and refuse to sell to the Corporation at a price 
deemed fair and reasonable by the board, then the Corporation may 
proceed to exercise the right of eminent domain, and to condemn all 
property that it deems necessary for carrying out the purposes of this 
Act, and all such condemnation proceedings shal] be had pursuant to 
the provisions and requirements hereinafter specified, with reference 
to any and all condemnation proceedings: Provided, That nothing 
contained herein or elsewhere in this Act shall be construed to deprive 
the Corporation of the rights conferred by the Act of February 26, 
1931 (46 Stat. 1422, ch. 307, secs. 1 to 5, inclusive), as now compiled 
in section 258a to 258e, inclusive, of Title 40 of the United States 
Code. 

(j) Shall have power to construct such dams, and reservoirs, in the 
Tennessee River and its tributaries, as in conjunction with Wilson 
Dam, and Norris, Wheeler, and Pickwick Landing Dams, now under 
construction, will provide a nine-foot channel in the said river and 
maintain a water supply for the same, from Knoxville to its mouth, 
and will best serve to promote navigation on the Tennessee River and 
its tributaries and control destructive flood waters in the Tennessee 
and Mississippi River drainage basins; and shall have power to acquire 
or construct power houses, power structures, transmission lines, navi- 
gation projects, and incidental works in the Tennessee River and its 
tributaries, and to unite the various power installations into one or 
more systems by transmission lines. The directors of the Authority 
are hereby directed to report to Congress their recommendations not 
later than April 1, 1936, for the unified development of the Tennessee 
River system. 

(k) Shall have power in the name of the United States— 

(a) to convey by deed, lease, or otherwise, any real property in 
the possession of or under the control] of the Corporation to any 
person or persons, for the purpose of recreation or use as a sum- 
mer residence, or for the operation on such premises of pleasure 
resorts for boating, fishing, bathing, or any similar purpose; 

(b) to convey by deed, lease, or otherwise, the possession and 
control of any such real property to any corporation, partnership, 

erson, or persons for the purpose of erecting thereon docks and 
buildings for shipping purposes or the manufacture or storage 
thereon of products for the purpose of trading or shipping in 
transportation: Provided, That no transfer authorized herein in 
(b) shall be made without the approval of Congress: And pro- 
vided further, That said Corporation, without further action of 
Congress, shall have power to convey by deed, lease, or otherwise, 
to the Ingalls Shipbuilding Corporation, a tract or tracts of land 
at or near Decatur, Alabama, and to the Commercial Barge Lines, 
Inc., a tract or tracts of land at or near Guntersville, Alabama: 

(c) to transfer any part of the possession and control of the 
real estate now in possession of and under the control of said Cor- 
poration to any other department, agency, or instrumentality of 
the United States: Provided, however, That no land shall be con- 
veyed, leased, or transferred, upon which there is located any 
permanent dam, hydroelectric powerplant, or munitions plant 
heretofore or hereafter built by or for the United States or for the 
Authority, except that this prohibition shall not apply to the 
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transfer of Nitrate Plant Numbered 1, at Muscle Shoals, Alabama, 
or to Waco Quarry: And provided further, That no transfer 
authorized herein in (a) or (c), except leases for terms of less 
than twenty years, shall be made without the approval of the 
President of the United States, if the property to be conveyed 
exceeds $500 in value; and 
(d) toconvey by warranty deed, or otherwise, lands, easements, 
and rights of way to States, counties, municipalities, schoo] dis- 
tricts, railroad companies, telephone, telegraph, water and power 
companies, where any such conveyance is necessary in order to re- 
place any such lands, easements, or rights-of-way to be flooded or 
destroyed as the result of the construction of any dam or reservoir 
now under construction by the Corporation, or subsequently au- 
thorized by Congress, and easements and rights of way upon which 
are located transmission or distribution lines. The Corporation 
shall also have power to convey or lease Nitrate Plant Numbered 
1, at Muscle Shoals, Alabama, and Waco Quarry, with the ap- 
proval of the War Department* and the President. 

(1) Shall have power to advise and cooperate in the readjustment 
of the population displaced by the construction of dams, the acquisi- 
tion of reservoir areas, the protection of watersheds, the acquisition 
of rights of way, and other necessary acquisitions of land, in order to 
effectuate the purposes of the Act; and may cooperate with Federal, 
State, and local agencies to that end. 

Sec. 5. (a) To contract with commercial producers for the pro- 
duction of such fertilizers or fertilizer materials as may be needed 
in the Government’s program of development and introduction in 
excess of that produced by Government plants. Such contracts may 
provide either for outright purchase of materials by the board or 
only for the payment of carrying charges on special materials manu- 
factured at the board’s request for its program. 

(b) To arrange with farmers and farm organizations for large- 
scale practical use of the new forms of fertilizers under conditions per- 
mitting an accurate measure of the economic return they produce. 

(c) To cooperate with National, State, district, or county experi- 
menta] stations or demonstration farms, with farmers, landowners, 
and association of farmers or landowners, for the use of new forms 
of fertilizer or fertilizer practices during the initial or experimental 
period of their introduction, and for promoting the prevention of soil 
erosion by the use of fertilizers and otherwise. 

(d) The board in order to improve and cheapen the production of 
fertilizer is authorized to manufacture and sell fixed nitrogen, ferti- 
lizer, and fertilizer ingredients at Muscle Shoals by the employment 
of existing facilities, by modernizing existing plants, or by any other 
process or processes that in its judgment shall appear wise and profit- 
able for the fixation of atmospheric nitrogen or the cheapening of the 
production of fertilizer. 

(e) Under the authority of this Act the board may make donations 
or sales of the product of the plant or plants operated by it to be 
fairly and equitably distributed through the agency of county demon- 


*Nore.—Sec. 205(b) of the National Security Act of 1947, as amended, changed the 
name of the War Department to the “Department of the Army.” All other references in 
this act to “War Department” should be read as “Department of the Army.” 
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stration agents, agricultural colleges, or otherwise as the board may 
direct, for experimentation, education, and introduction of the use of 
such products in cooperation with practical farmers so as to obtain 
information as to the value, effect, and best methods of their use. 

(f) The board is authorized to make alterations, modifications, or 
improvements in existing plants and facilities, and to construct new 

lants. 

; (g) In the event it is not used for the fixation of nitrogen for agri- 
cultural purposes or leased, then the board shall maintain in standby 
condition nitrate plant numbered 2, or its equivalent, for the fix- 
ation of atmospheric nitrogen, for the production of explosives in 
the event of war or a national emergency, until the Congress shall by 
joint resolution release the board from this obligation, and if any part 
thereof be used by the board for the manufacture of phosphoric acid 
or potash, the balance of nitrate plant numbered 2 shall be kept in 
standby condition. 

(h) To establish, maintain, and operate laboratories and experi- 

mental plants, and to undertake experiments for the purpose of en- 
abling the Corporation to furnish nitrogen products for military pur- 
poses, and nitrogen and other fertilizer products for agricultural 
a yee in the most economical manner and at the highest standard 
of efficiency. 
(i) To request the assistance and advice of any officer, agent. or 
employee of any executive department or of any independent oflice 
of the United States, to able the Corporation the better to carry 
out its power successfully, and as far as practicable shall utilize the 
services of such officers, agents, and employees, and the President 
shall, if in his opinion, the public interest, service, or economy so 
require, direct that such assistance, advice, and service be rendered 
to the Corporation, and any individual that may be by the President 
directed to render such assistance, advice, and service shall be there- 
after subject to the orders, rules, and regulations of the board: Pro- 
vided, That any invention or discovery made by virtue of an inci- 
dental to such service by an employee of the Government of thie 
United States serving under this section, or by any employee of the 
Corporation, together with any patents which may be granted there- 
on, shall be the sole and exclusive property of the Corporation, which 
is hereby authorized to grant such homeis thereunder as shall be 
authorized by the board: Provided further, That the board may pay 
to such inventor such sum from the income from the sale of license as 
it may deem proper. 

(j) Upon the requisition of the Secretary of War* or the Secretary 
of the Navy to manufacture for and sell at cost to the United 
States or their nitrogenous content. 

(k) Upon the requisition of the Secretary of War the Corporation 
shall allot and deliver without charge to the War Department so much 
power as shall be necessary in the judgment of said Department for 
use in operation of all locks, lifts, or other facilities in aid of naviga- 
tion. 

(1) To produce, distribute, and sell electric power, as herein par- 
ticularly specified. 


*Nots.—Sec. 205(a) of the National Security Act of 1947 changed the title of “Secretary 
of War” to “Secretary of the Army.” All other references im this Act to “Secretary of 
War” should be read as “Secretary of the Army.” 
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(m) No products of the Corporation (except ferrophosphorus) 
shall be sold for use outside of the United States, its Territories and 
possessions, except to the United States Government for the use of 
its Army and Navy, or to its allies in case of war or, until six months 
after the termination of the national emergency proclaimed by the 
President on December 16, 1950, or until such earlier date or dates as 
the Congress by concurrent resolution or the President may provide 
but in no event after April 1, 1953, to nations associated with the 
United States in defense activities. 

(n) The President is authorized, within twelve months after the 
passage of this Act, to lease to any responsible farm organization or 
to any corporation organized by it nitrate plant numbered 2 and 
Waco Quarry, together with the railroad connecting said quarry 
with nitrate plant numbered 2, for a term not exceeding fifty years 
at a rental of not less than $1 per year, but such authority shall be 
subject to the express condition that the lessee shall use said property 
during the term of said lease exclusively for the manufacture of fer- 
tilizer and fertilizer ingredients to be used only in the manufacture 
of fertilizer by said lessee and sold for use as fertilizer. The said 
lessee shall covenant to keep said property in first-class condition, 
but the lessee shall be authorized to modernize said plant numbered 
2 by the installation of such machinery as may be necessary, and 
is authorized to amortize the cost of said machinery and improve- 
ments over the term of said lease or any part thereof. Said lease 
shall also provide that the board shall sell to the lessee power for 
the operation of said plant at the same schedule of prices that it 
charges all other customers for power of the same class and quantity. 
Said lease shall also provide that, if the said lessee does not desire to 
buy power of the publicly owned plant, it shall have the right to pur- 
chase its power for the operation of said plant of the Alabama Power 
Company or any other publicly or privately owned corporation en- 
gaged in the generation and sale of electric power, and in such case the 
lease shall provide further that the said lessee shall have a free right- 
of-way to build a transmission line over Government property to said 
plant paying the actual expenses and damages, if any, incurred by the 
Corporation on account of such line. Said lease shall also provide 
that the said lessee shall covenant that during the term of said lease 
the said lessee shall not enter into any illegal monopoly, combina- 
tion, or trust with any prvately owned corporation engaged in the 
manufacture, production, and sale of fertilizer with the object or effect 
of increasing the price of fertilizer to the farmer. 

Sec. 6. In the appointment of officials and the selection of employees 
for said Corporation, and in the promotion of any such employees or 
officials, no political test or qualification shall be permitted or given 
consideration, but all such appointments and promotions shall be given 
and made on the basis of merit and efficiency. Any member of said 
board who is found by the President of the United States to be guilty 
of a violation of this section shall be removed from office by the Presi- 
dent of the United States, and any appointee of said board who is 
found by the board to be guilty of a violation of this section shall be 
removed from office by said board. 

Sec. 7. In order to enable the Corporation to exercise the powers 
and duties vested in it by this Act— 
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(a) The exclusive use, possession, and control of the United States 
nitrate plants numbered 1 and 2, including steam plants, located, 
respectively, at Sheffield, Alabama, and Muscle Shoals, Alabama, 
together with all real estate and buildings connected therewith, all 
tools and machinery, equipment, accessories, and materials belonging 
thereto, and all laboratories and plants used as auxiliaries thereto; 
the fixed-nitrogen research laboratory, the Waco limestone quarry, 
in Alabama, and Dam Numbered 2, located at Muscle Shoals, its 
powerhouse, and all hydroelectric and operating appurtenances (ex- 
cept the locks), and all machinery, lands, and buildings in connec- 
tion therewith, and all appurtenances thereof, and all other property 
to be acquired by the Corporation in its own name or in the name of 
the United States of America, are hereby entrusted to the Corporation 
for the purposes of this Act. 

(b) The President of the United States is authorized to provide for 
the transfer to the Corporation of the use, possession, and control of 
such other real or personal property of the United States as he may 
from time to time deem necessary and proper for the purposes of the 
Corporation as herein stated. 

Sec. 8. (a) The Corporation shall maintain its principal office in 
the immediate vicinity of Muscle Shoals, Alabama. The Corporation 
shall be held to be an inhabitant and resident of the northern judicial 
district of Alabama within the meaning of the laws of the United 
States relating to the venue of civil suits. 

(b) The Corporation shall at all times maintain complete and ac- 
curate books of accounts. 

(c) Each member of the board, before entering upon the duties of 
his office, shall subscribe to an oath (or aflirmation) to support the 
Constitution of the United States and to faithfully and impartially 
perform the duties imposed upon him by this Act. 

Sec. 9. (a) The board shall file with the President and with the 
Congress, in December of each year, a financial statement and a com- 
plete report as to the business of the Corporation covering the pre- 
ceding governmental fiscal year. This report shall include an item- 
ized statement of the cost of power at each power station, the total 
number of employees and the names, salaries, and duties of those re- 
ceiving compensation at the rate of more than $1,500 a year. 

(b) All purchases and contracts for supplies or services, except for 
personal services, made by the Corporation, shall be made after adver- 
tising, in such manner and at such times sufficiently in advance of 
opening bids, as the board shall determine to be adequate to insure 
notice and opportunity for competition: Provided, That advertise- 
ment shall not be required when, (1) an emergency requires immediate 
delivery of the supplies or performance of the services; or (2) repair 
parts, accessories, supplemental equipment, or services are required 
for supplies or services previously furnished or contracted for; or 
(3) the aggregate amount involved in any purchase of supplies or 
procurement of services does not exceed $500; in which cases such 
purchases of supplies or procurement of services may be made in the 
open market in the manner common among the businessmen: Provided 
further, That in comparing bids and in making awards the board 
may consider such factors as relative quality and adaptability of 
supplies or services, the bidder’s financial responsibility, skill, experi- 
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ence, record of integrity in dealing, ability to furnish repairs and 
maintenance services, the time of delivery or performance offered, and 
whether the bidder has complied with the specifications. 

The Comptroller General of the United States shall audit the trans- 
actions of the Corporation at such times as he shall determine, but not 
less frequently than once each governmental fiscal year, with per- 
sonnel of his selection. In such connection he and his representatives 
shall have free and open access to all papers, books, records, files, ac- 
counts, plants, warehouses, offices, and all other things, property, and 
places belonging to or under the control of or used or employed b 
the Corporation, and shall be afforded full facilities for counting al 
cash and verifying transactions with and balances in depositories. 
He shall make report of each such audit in quadruplicate, one copy 
for the President of the United States, one for the chairman of t 
board, one for public inspection at the principal office of the Corpora- 
tion, and the other to be retained by him for the uses of the Congress: 
Provided, That such report shall not be made until the Corporation 
shall have had reasonable opportunity to examine the exceptions and 
criticisms of the Comptroller General or the General Accounting Of- 
fice, to point out errors therein, explain or answer the same, and to 
file a statement which shall be submitted by the Comptroller General 
with his report. The expenses for each such audit shall be paid from 
any appropriation or appropriations for the General Accounting Of- 
fice, and such part of such expenses as may be allocated to the cost of 
generating, transmitting, and distributing electric energy shall be re- 
imbursed promptly by the Corporation as billed by the Comptroller 
General. 

Nothing in this Act shall be construed to relieve the Treasurer or 
other accountable officers or employees of the Corporation from com- 
pliance with the provisions of existing law requiring the rendition of 
accounts for adjustment and settlement pursuant to section 236, 
Revised Statutes, as amended by section 305 of the Budget and 
Accounting Act, 1921 (42 Stat. 24), and accounts for all receipts and 
disbursements by or for the Corporation shall be rendered according- 
ly: Provided, That, subject only to the provisions of the Tennessee 
Valley Authority Act of 1933, as amended ; the Corporation is author- 
ized to make such expenditures and to enter into such contracts, 
agreements, and arrangements, upon such terms and conditions and in 
such manner as it may deem necessary, including the final settlement 
of all claims and litigation by or against the Corporation; and, not- 
withstanding the provisions of any other law governing the expendi- 
ture of public funds, the General Accounting Office, in the settlement 
of the accounts of the Treasurer or other accountable officer or em- 

loyee of the Corporation, shall not disallow credit for, nor withhold 
unds because of, any expenditure which the board shall determine 
to have been necessary to carry out the provisions of said Act. 

The Corporation shall determine its own system of administrative 
accounts and the forms and contents of its contracts and other busi- 
ness documents except as otherwise provided in the Tennessee Valley 
Authority Act of 1933, as amended. 

Sec. 9a. The board is hereby directed in the operation of any dam 
or reservoir in its possession and control to regulate the stream flow 
primarily for the purposes of promoting navigation and controlling 








~a 22 fs & @&> ee of © @ Me 


an itn i ae Bee ee tb. sees eee. eee, ote. tees, ee. Oe. a ee 


or 


1+ OS OS ee 


— OO 6 et ee 


—~—Ss ts 


— 7 


REVENUE BOND FINANCING BY TVA 29 


floods. So far as may be consistent with such purposes, the board is 
authorized to provide and operate facilities for the generation of 
electric energy at any such dam for the use of the Corporation and for 
the use of the United States or any agency thereof, and the board is 
further authorized, whenever an opportunity is afforded, to provide 
and operate facilities for the generation of electric energy in order to 
avoid the waste of water power, to transmit and market such power 
as in this act provided, and thereby, so far as may be practicable, to 
assist in liquidating the cost or aid in the maintenance of the projects 
of the Authority. 

Sexo. 10. The board is hereby empowered and authorized to sell the 
surplus power not used in its operations, and for operation of locks 
Sai other works generated by it, to States, counties, municipalities, 
corporations, partnerships, or individuals, according to the policies 
hereinafter set forth; and to carry out said authority, the board is 
authorized to enter into contracts for such sale for a term not exceed- 
ing twenty years, and in the sale of such current by the board it shall 
give preference to States, counties, municipalities, and cooperative 
organizations of citizens or farmers, not organized or doing business 
for profit, but primarily for the purpose of supplying electricity to 
its own citizens or members: Provided, That all contracts made with 
private companies or individuals for the sale of power, which power 
is to be resold for a profit, shall contain a provision authorizing the 
board to cancel said contract upon five years’ notice in writing, if the 
board needs said power to supply the demands of States, counties, or 
municipalities. In order to promote and encourage the fullest possible 
use of electric light and power on farms within reasonable distance 
of any of its transmission lines the board in its discretion shall have 
power to construct transmission lines to farms and small villages 
that are not otherwise supplied with electricity at reasonable rates, 
and to make such rules and regulations governing such sale and 
distribution of such electric power as in its judgment may be just 
and equitable: Provided further, That the board is hereby authorized 
and directed to make studies, experiments, and determinations to pro- 
mote the wider and better use of electric power for agricultural and 
domestic use, or for small or local industries, and it may cooperate 
with State governments, or their subdivisions or agencies, with edu- 
cational or research institutions, and with cooperatives or other 
organizations, in the application of electric power to the fuller and 
better balance development of the resources of the region: Provided 
further, That the board is authorized to include in any contract for 
the sale of power such terms and conditions, including resale rate 
schedules, and to provide for such rules and regulations as in its 
judgment may be necessary or desirable for carrying out the purposes 
of this Act, and in case the purchaser shall fail to comply with any 
such terms and conditions, or violate any such rules and regulation 
said contract may provide that it shall be voidable at the election o 
the board: Provided further, That in order to supply farms and small 
villages with electric power directly as contemplated by this section, 
the board in its discretion shall have power to acquire existing electric 
facilities used in serving such farms and small villages: And provided 
further, That the terms “States,” “counties,” and “municipalities” 
as used in this Act shall be construed to include the public agencies of 
any of them unless the context requires a different construction. 
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Sec. 11. It is hereby declared to be the policy of the Government 
so far as practical to distribute and sell the surplus power generated 
at Muscle Shoals equitably among the States, counties, and munici- 
palities within transmission distance. This policy is further declared 
to be that the projects herein provided for shall be considered pri- 
marily as for the benefit of the people of the section as a whole and 
sore 935: 4 the domestic and rural consumers to whom the power can 
economically be made available, and accordingly that sale to and use 
by industry shall be a secondary purpose, to be utilized principally to 
secure a sufficiently high load factor and revenue returns which will 
permit domestic and rural use at the lowest possible rates and in such 
manner as to encourage increased domestic and rural use of electricity, 
It is further hereby declared to be the policy of the Government to 
utilize the Muscle Shoals properties so far as may be necessary to 
improve, increase, and cheapen the production of fertilizer and ferti- 
lizer ingredients by carrying out the provisions of this Act. 

Sec. 12. In order to place the board upon a fair basis for making 
such contracts and for receiving bids for the sale of such power, it is 
hereby expressly authorized, either from appropriations made by 
Congress or from funds secured from the sale of such power, or 
from funds secured by the sale of bonds hereafter provided for, to 
construct, lease, purchase, or authorize the construction of transmis- 
sion lines within transmission distance from the place where gen- 
erated, and to interconnect with other systems. The board is also 
authorized to lease to any person, persons, or corporation the use of 
any transmission line owned by the Government and operated by 
the board, but no such lease shall be made that in any way interferes 
with the use of such transmission line by the board: Provided, That 
if any State, county, municipality, or other public or cooperative 
organization of citizens or farmers, not organized or doing business 
for profit, but primarily for the purpose of supplying electricity to 
its own citizens or members, or any two or more of such municipali- 
ties or organizations, shall construct or agree to construct and main- 
tain a properly designed and built transmission line to the Govern- 
ment reservation upon which is located a Government generating 
plant, or to a main transmission line owned by the Government or 
leased by the board and under the control of the board, the board is 
hereby authorized and directed to contract with such State, county, 
municipality, or other organization, or two or more of them, for the 
sale of electricity for a term not exceeding thirty years; and in any 
such case the board shall give to such State, county, municipality, or 
other organization ample time to fully comply with any local law 
now in existence or hereafter enacted providing for the necessary 
legal authority for such State, county, municipality, or other organiza- 
tion to contract with the board for such power: Provided further, That 
all contracts entered into between the Corporation and any mv 
nicipality or other ae subdivision or cooperative organization 
shall provide that the electric power shall be sold and distributed to 
the ultimate consumer without discrimination as between consumers 
of the same class, and such contract shall be voidable at the election 
cf the board if a discriminatory rate, rebate, or other special con- 
cession is made or given to any consumer or user by the municipality 
or other political subdivision or cooperative organization: And pro- 
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vided further, That as to any surplus power not so sold as above pro- 
vided to States, counties, municipalities, or other said organizations, 
before the board shall sell the same to any person or corporation en- 
gaged in the distribution and resale of electricity for profit, it shall 
require said person or corporation to agree that any resale of such 
electric power by said person or corporation shall be made to the 
ultimate consumer of such electric power at prices that shall not 
exceed a scheduled fixed by the board from time to time as reasonable, 
just, and fair; and in case of any such sale, if an amount is charged 
the ultimate consumer which is in excess of the price so deemed to be 
just, reasonable, and fair by the board, the contract for such sale be- 
tween the board and such distributor of electricity shall be voidable 
at the election of the board: And provided further, That the board 
is hereby authorized to enter into contracts with other power systems 
for the mutual exchange of unused excess power upon suitable terms, 
for the conservation of stored water, and as an emergency or break- 
down relief. 

Sec. 12a. In order (1) to facilitate the disposition of the surplus 
power of the Corporation according to the policies set forth in this 
Act; (2) to give effect to the priority herein accorded to States, coun- 
ties, municipalities, and nonprofit organizations in the purchase of 
such power be enabling them to acquire facilities for the distribution 
of such power; and (3) at the same time to preserve existing distribu- 
tion facilities as going concerns and avoid duplication of such facili- 
ties, the board is authorized to advise and cooperate with and assist, 
by extending credit for a period of not exceeding five years to, States, 
counties, municipalities and nonprofit organizations situated within 
transmission distance from any dam where such power is generated 
by the Corporation in acquiring, improving, and operating (a) exist- 
ing distribution facilities and incidental works, including generating 
plants; and (b) interconnecting transmission lines; or in acquiring 
a interest in such facilities, incidental works, and lines. 

Ec. 13. In order to render financial assistance to those States and 
local governments in which the power operations of the Corporation 
are carried on and in which the Corporation has acquired properties 
previously subject to State and local taxation, the board is authorized 
and directed to pay to said States, and the counties therein, for each 
fiscal year, beginning July 1, 1940, the following percentages of the 
gross proceeds derived from the sale of power by the Corporation for 
the preceding fiscal year as hereinafter provided, together with such 
additional amounts as may be payable pursuant to the provisions 
hereinafter set forth, said payments to constitute a charge against the 
power operations of the Corporation: For the fiscal year (beginning 
July 1) 1940, 10 per centum; 1941, 9 per centum; 1942, 8 per centum; 
1943, 714 per centum; 1944, 7 per centum; 1945, 614 per centum; 1946, 
6 per centum; 1947, 514 per centum; 1948 and each fiscal year there- 
after, 5 per centum. Gross proceeds,” as used in this section, is 
defined as the total gross proceeds derived by the Corporation from 
the sale of power for the preceding fiscal year, excluding power used 
by the Corporation or sold or delivered to any other department or 
agency of the Government of the United States for any purpose other 
than the resale thereof. The payments herein authorized are in lieu 
of taxation, and the Corporation, its property, franchises, and income, 
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are hereby expressly exempted from taxation in any manner or form 
by any State, county, municipality, or any subdivision or district 
thereof. 

The payment for each fiscal year shall be apportioned among said 
States in the following manner: One-half of said payment shall be 
apportioned by paying to each State the percentage thereof which the 
gross proceeds of the power sales by the Corporation within said State 
during the preceding fiscal year bears to the total gross proceeds from 
all power sales by the Corporation during the preceding fiscal year; 
the remaining one-half of said payment shall be apportioned by pay- 
ing to each State the percentage thereof which the book value of the 
power property held by the Corporation within said State at the end 
of the preceding fiscal year bears to the total book value of all such 
property held by the Corporation on the same date. The book value 
of power property shall include that portion of the investment allo- 
cated or estimated to be allocable to power: Provided, That the mini- 
mum annual payment to each State (including payments to counties 
therein) shall not be less than an amount equal to the two-year aver- 
age of the State and local ad valorem property taxes levied against 
ee property purchased and operated by the Corporation in said 

tate and against that portion of reservoir lands related to dams con- 
structed by or on behalf of the United States Government and held 
or operated by the Corporation and allocated or estimated to be allo- 
cable to power. The said two-year average shall be calculated for the 
last two tax years during which said property was privately owned 
and operated or said land was privately owned: Provided further, 
That the minimum annual payment to each State in which the Cor- 
poration owns and operates power property (including payments to 
counties therein) shall not be less than $10,000 in any case: Provided 
further, That the Corporation shall pay directly to the respective coun- 
ties the two-year average of county ad valorem property taxes (in- 
cluding taxes levied by taxing districts within the respective counties) 
upon power property and reservoir lands allocable to power, deter- 
mined as above provided, and all payments to any such county within 
a State shall be deducted from the payment otherwise due to such 
State under the provisions of this section. The determination of the 
board of the amounts due hereunder to the respective States and 
counties shall be final. 

The payments above provided shall in each case be made to the 
State or county in equal monthly installments beginning not later 
than July 31, 1940. 

Nothing herein shall be construed to limit the authority of the 
Corporation in its contracts for the sale of power to municipalities, 
to permit or provide for the resale of power at rates which may in- 
clude an amount to cover tax-equivalent payments to the municipality 
in lieu of State, county, and municipal taxes upon any distribution 
system or property owned by the municipality, or any agency thereof, 
conditioned upon a proper distribution by the municipality of any 
amounts collected by it in lieu of State or county taxes upon any suc 
distribution system or property; it being the intention of Congress 
that either the municipality or the State in which the municipality 
is situated shall provide for the proper distribution to the State and 
county of any portion of tax equivalent so collected by the municipal- 
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ity in lieu of State or county taxes upon any such distribution system 
or roperty. f 

The Corporation shall, not later than January 1, 1945, submit to 
the Congress a report on the operation of the provisions of this section, 
including a statement of the distribution to the various States and 
counties hereunder; the effect of the operation of the provisions of 
the section on State and local finances; an appraisal of the benefits of 
the program of the Corporation to the States and counties receiving 
payments hereunder, and the effect of such benefits in increasing tax- 
able values within such States and counties: and such other data, 
information, and recommendations as may be pertinent to future 
legislation. 

Sec. 14. The board shall make a thorough investigation as to the 
present value of Dam Numbered 2, and the steamplants at nitrate 
plant numbered 1, and nitrate plant numbered 2, and as to the cost 
of Cove Creek Dam, for the purpose of ascertaining how much of the 
value or the cost of said properties shall be allocated and charged up 
to (1) flood control, (2) navigation, (3) fertilizer, (4) national de- 
fense, and (5) the development of power. The findings thus made 
by the board, when aprpoved by the President of the United States, 
shall be final, and such findings shall thereafter be used in all alloca- 
tion of value for the purpose of keeping the book value of said prop- 
erties. In like manner, the cost and book value of any dams, steam- 
plants, or other similar improvements hereafter constructed and 
turned over to said board for the purpose of control and management 
shall be ascertained and allocated. 

The board shall, on or before January 1, 1937, file with Congress 
a statement of its allocation of the value of all such properties turned 
over to said board, and which have been completed prior to the end 
of the preceding fiscal year, and shall thereafter in its annual report to 
Congress file a statement of its allocation of the value of such proper- 
ties as have been completed during the preceding fiscal year. 

For the purpose of accumulating data useful to the Congress in the 
formulation of legislative policy in matters relating to the gener- 
ation, transmission, and distribution of electric energy and the pro- 
duction of chemicals necessary to national defense and useful in 
agriculture, and to the Federal Power Commission and other Federal 
and State agencies, and to the public, the board shall keep complete 
accounts of its costs of generation, transmission, and distribution of 
electric energy and shall keep a complete account of the total cost of 
generating and transmission facilities constructed or otherwise ac- 
oe by the Corporation, and of producing such chemicals, and a 

escription of the major components of such costs according to such 
uniform system of accounting for public utilities as the Federal Power 
Commission has, and if it have none, then it is hereby empowered and 
directed to prescribe such uniform system of accounting, together with 
records of such other physical data and operating statistics of the 
Authority as may be helpful in determining the actual cost and value 
of services, and the practices, methods, facilities, equipment, appli- 
ances, and standards and sizes, types, location, and geographical and 
economic integration of plants and systems best suited to promote the 
public interest, efficiency, and the wider and more economical use of 
electric energy. Such data shall be reported to the Congress by the 
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board from time to time with appropriate analyses and recommenda- 
tions, and, so far as practicable, shall be made available to the Federal 
Power Commission and other Federal and States agencies which may 
be concerned with the administration of legislation relating to the 

eneration, transmission, or distribution of electric energy and chem- 
icals useful to agriculture. It is hereby declared to be the policy of 
this Act that, in order, as soon as practicable, to make the power 
a self-supporting and self-liquidating, the surplus power shall 

e sold at rates which, in the opinion of the board, when applied to the 
normal capacity of the Authority’s power facilities will produce gross 
revenues in excess of the cost of production of said power and in 
addition to the statement of the cost of power at each power station 
as required by section 9 (a) of the “Tennessee Valley Act of 1933”, 
the board shall file with each annual report, a statement of the total 
cost of all power generated by it at all power stations during each 
year, the average cost of such power per kilowatt hour, the rates at 
which sold, and to whom sold, and copies of all contracts for the sale 
of power. 

Sec. 15. In the construction of any future dam, steam plant, or other 
facility, to be used in whole or in part for the generation or transmis- 
sion of electric power the board is hereby authorized and empowered 
to issue on the credit of the United States and to sell seria] bonds not 
exceeding $50,000,000 in amount, having a maturity not more than 
fifty years from the date of issue thereof, and bearing interest not 
exceeding 344 per centum per annum. Said bonds shall be issued and 
sold in amounts and prices approved by the Secretary of the Treasury, 
but all such bonds as may be so issued and sold shall have equal eal 


None of said bonds shall be sold below par, and no fee, commission, 
or compensation whatever shall be _ to any person, firm, or corpo- 
1 


ration for handling, negotiating the sale, or selling the said bonds. 
All of such bonds so issued and sold shall have all the rights and 
privileges accorded by law to Panama Canal bonds, authorized by 
section 8 of the Act of June 28, 1902, chapter 1302, as amended by the 
Act of December 21, 1905 (ch. 3, sec. 1, 34 Stat. 5), as now compiled in 
section 743 of title 31 of the United States Code. All funds derived 
from the sale of such bonds shall be paid over to the Corporation. 

Sec. 15a. With the approval of the Secretary of the Treasury, the 
Corporation is authorized to issue bonds not to exceed in the aggre 
gate 50,000,000 outstanding at any one time, which bonds may be 
sold by the Corporation to obtain funds to carry out the provisions of 
section 12a of this Act. Such bonds shall be in such forms and de- 
nominations, shall mature within such periods not more than fifty 
years from the date of their issue, may be redeemable at the option of 
the Corporation before maturity in such manner as may be stipulated 
therein, shall bear such rates of interest not exceeding 314 per centum 
per annum, shall be subject to such terms and conditions, shall be 
issued in such manner and amount, and sold at such prices, as may be 
prescribed by the Corporation, with the approval of the Secretary of 
the Treasury: Provided, That such bonds shall not be sold at such 

rices or on such terms as to afford an investment yield to the holders 
in excess of 314 per centum per annum. Such bonds shall be fully 
and unconditionally guaranteed both as to interest and principal by 
the United States, and such guaranty shall be expressed on the face 
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thereof, and such bonds shall be lawful investments, and may be 
accepted as security, for all fiduciary, trust, and public funds, the in- 
yestment or deposit of which shall be under the authority or control 
of the United States or any officer or officers thereof. In the event 
that the Corporation should not pay upon demand, when due, the 
principal of, or interest on, such bonds, the Secretary of the Treasury 
shall pay to the holder the amount thereof, which is hereby authorized 
to be appropriated out of any moneys in the Treasury not otherwise 
appropriated, and thereupon to the extent of the amount so paid the 
Secretary of the Treasury shall succeed to all the rights of the holders 
of such bonds. The Secretary of the Treasury, in his discretion, is 
authorized to purchase any bonds issued hereunder, and for such pur- 
pose the Secretary of the Treasury is authorized to use as a public 
debt transaction the proceeds from the sale of any securities hereafter 
issued under the Second Liberty Bond Act, as amended, and the pur- 
poses for which securities may be issued under such Act, as amended, 
are extended to include any purchases of the Corporation’s bonds 
hereunder. The Secretary of the Treasury may, at any time, sell any 
of the bonds of the Corporation acquired by him under this section. 
All redemptions, purchases, and sales by the Secretary of the Treasury 
of the bonds of the Corporation shall be treated as public-debt trans- 
actions of the United States. With the approval of the Secretary of 
the Treasury, the Corporation shal] have power to purchase such 
bonds in the open sia at any time and at any price. No bonds 
shall be issued hereunder to provide funds or bonds necessary for the 
performance of any proposed contract negotiated by the Corporation 
under the authority of section 12a of this Act until the proposed con- 
tract shall have been submitted to and approved by the Federal Power 
Commission. When any such proposed contract shall have been sub- 
mitted to the said Commission, the matter shall be given precedence 
and shall be in every way expedited and the Commission’s determina- 
tion of the matter shall be final. The authority of the Corporation to 
issue bonds hereunder shall expire at the end of five years from the date 
when this section as amended herein becomes law, except that such 
bonds may be issued at any time after the expiration of said period to 
provide bonds or funds necessary for the performance of any contract 
entered into by the Corporation, prior to the expiration of said period 
under the authority of section 12a of this Act. 

Sec. 15b. No bonds shall be issued by the Corporation after the 
date of enactment of this section under section 15 or section 15a. 

Sec. 15c. With the approval of the Secretary of the Treasury the 
Corporation is authorized, after the date of enactment of this section, 
to issue bonds not to exceed in the aggregate $61,500,000. Such bonds 
may be sold by the Corporation to obtain funds which may be used 
for the following purposes only : 

(1) Not to exceed $46,000,000 may be used for the purchase of 
electric utility properties of the Tennessee Electric Power Com- 
pany and Southern Tennessee Power Company as contemplated 
in the contract between the Corporation and the Commonwealth 
and Southern Corporation and others, dated as of May 12, 1939. 

(2) Not to exceed $6,500,000 may be used for the purchase and 
rehabilitation of electric utility properties of the Alabama Power 
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Company and Mississippi Power Company in the following 
named counties in northern Alabama and northern Mississippi: 
The counties of Jackson, Madison, Limestone, Lauderdale, Col- 
bert, Lawrence, Morgan, Marshall, De Kalb, Cherokee, Cullman, 
Winston, Franklin, Marion, and Lamar in northern Alabama, and 
the counties of Calhoun, Chickasaw, Monroe, Clay, Lowndes, 
Oktibbeha, Choctaw, Webster, Noxubee, Winston, Neshoba, and 
Kemper in northern Mississippi. 

(3) Not to exceed $3,500,000 may be used for rebuilding, 
placing, and repairing electric utility properties purchased by the 
Corporation in accordance with the foregoing provisions of this 
section. 

(4) Not to exceed $3,500,000 may be used for constructin 
electric transmission lines, substations, and other electrical facili- 
ties necessary to connect the electric utility properties purchased 
by the Corporation in accordance with the foregoing provisions 
of this section with the electric power system of the Corporation. 

(5) Not to exceed $2,000,000 may be used for making loans 
under section 12a to States, counties, ea and non- 
profit organizations to enable them to purchase any electric 
utility properties referred to in the contract between the Corpora- 
tion and the Commonwealth and Southern Corporation and 
others, dated as of May 12, 1939, or any electric utility properties 
of the Alabama Power Company or Mississippi Power Company 
in any of the counties in northern Alabama or northern Missis- 
sippi named in paragraph (2). 

The Corporation shall file with the President and with the Congress 
in December of each year a financial statement and complete report 
as to the expenditure of funds derived from the sale of bonds under 
this section covering the period not covered by any such previous 
statement or report. Such bonds shall be in such forms and denomina- 
tions, shall mature within such periods not more than fifty years from 
the date of their issue, may be redeemable at the option of the Corpo- 
ration before maturity in such manner as may be stipulated therein, 
shall bear such rates of interest not exceeding 314 per centum per 
annum, shall be subject to such terms and conditions, shall be issued 
in such manner and amount, and sold at such prices, as may be pre- 
scribed by the Corporation with the approval of the Secretary of the 
Treasury : Provided, That such bonds shall not be sold at such prices or 
on such terms as to afford an investment yield to the holders in excess 
of 314 per centum per annum. Such bonds shall be fully and uncondi- 
tionally guaranteed both as to interest and principal by the United 
States, and such guaranty shall be expressed on the face thereof, and 
such bonds shall be lawful investments, and may be accepted as se- 
curity, for all fiduciary, trust, and public funds, the investment or 
deposit of which shall be under the authority or control of the United 
States or any officer or officers thereof. In the event that the Corpo- 
ration should not pay upon demand when due, the principal of, or 
interest on, such bonds, the Secretary of the Treasury shall pay to 
the holder the amount thereof, which is hereby authorized to be 
appropriated out of any moneys in the Treasury not otherwise appro 
priated, and thereupon to the extent of the amount so paid the Secre- 
tary of the Treasury shall succeed to all the rights of the holders of 
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such bonds. The Secretary of the Treasury, in his discretion, is au- 
thorized to purchase any bonds issued hereunder, and for such purpose 
the Secretary of the Treasury is authorized to use as a public-debt 
transaction the proceeds from the sale of any securities hereafter is- 
sued under the Second Liberty Bond Act, as amended, and the pur- 
poses for which securities may be issued under such Act, as amended, 
are extended to include any purchases of the Corpor ation’s bonds 
hereunder. The Secretary of the Treasury may, at any time, sell any 
of the bonds of the Corporation acquired by him under this section. 
All redemptions, purchases, and sales by the Secretary of the Treasury 
of the bonds of the Corporation shall be treated as public-debt trans- 
actions of the United States. With the approval of the Secretary of 
the Treasury, the Corporation shall have power to purchase such bonds 
in the open market at any time and at any price. None of the proceeds 
of the bonds shall be used for the performance of any proposed con- 
tract negotiated by the Corporation under the authority of section 12a 
of this Act until the proposed contract shall have been submitted to 
and approved by the Federal Power Commission. When any such 
proposed contract shall have been submitted to the said Commission, 
the matter shall be given precedence and shall be in every way ex- 
pedited and the Commission’s determination of the matter shall be 
final. The authority of the Corporation to issue bonds under this 
section shall expire January 1, 1941, except that if at the time such 
authority expires the amount of bonds issued by the Corporation 
under this section is less than $61,500,000 the Corporation may, sub- 
ject to the foregoing provisions of this section, issue, after the expira- 
tion of such period, bonds in an amount not in excess of the amount by 
which the bonds so issued prior to the expiration of such period is less 
than $61,500,000 for refunding purposes, or, subject to the provisions 
of paragraph (5) of this section (limiting the purposes for which 
loans under section 12a of funds derived from bond proceeds may be 
made) to provide funds found necessary in the performance of any 
contract entered into by the Corporation prior to the expiration of 
such period, under the authority of section 12a. 

Sec. 15d. (a) The Corporation is authorized to issue and sell bonds, 
notes, and other evidences of indebtedness (hereinafter collectively re- 
ferred to as “bonds”’) in an amount not exceeding $750000000 out- 
standing at any one time to assist in financing its power program and 
to refund such bonds. The Corporation may, in performing fune- 
tions authorized by this Act, use the proceeds of such bonds for the 
construction, acquisition, enlargement, improvement, or replacement 
of any plant or other facility used or to be used for the generation or 
transmission of electric power (including the portion of any multiple- 
purpose structure used or to be used for power generation) ; as may 
be required in connection with the lease, lease-purchase, or any con- 
tract for the power output of any such plant or other facility; and 
for other purposes incidental thereto. Unless otherwise specifically 
authorized by Act of Congress the Corporation shall make no con- 
tracts for the sale of power (except with such States, counties, 
municipalities, corporations, partnerships, or individuals with which 
the Corporation had such contracts on July 1, 1957) which would 
make the Corporation a source of power supply for any City which 
owned its power distribution system on July 1, 1957, having a popu- 
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lation in excess of ten thousand, or to any other City having a popu- 
lation in excess of five thousand, according to the latest Federal 
census, or which would in any event, increase by more than two and 
one-half percent (or two thousand square miles, whichever i the 
lesser, no part of which may be in a State not now served by the 
Corporation nor more than five hundred square miles of which may 
be in any one State now served by the Corporation or its customers), 
the area for which the Corporation was the primary source of power 
supply on July 1, 1957: Provided, however, That in addition to the 
extension of the service area authorized in this subsection, nothing 
herein contained shall prevent the Corporation from continuing to 
supply power to Dyersburg, Tennessee, and Covington, Tennessee, or 
from entering into contracts to supply or from supplying power to 
the cities of Paducah, Kentucky; Princeton, Kentucky; Glasgow, 
Kentucky; Fulton, Kentucky; Monticello, Kentucky; Chickamauga, 
Georgia; Ringgold, Georgia; Oak Ridge, Tennessee; and South Ful- 
ton, Tennessee; or agencies thereof; or from entering into contracts 
to supply or from supplying power for the Naval . Auwiliary « Air Sta- 
tion in Lauderdale and Kemper Counties, Mississip pr through the 
facilities of the East Mississippi Electric Power Association, and for 
the rural customers in the areas now served by the said East Missis- 
sippi Electric Power Association: Provided further, That nothing 
herein contained shall prevent the transmission of TVA power to the 
Atomic Energy Commission or the Department of Defense or any 
agency thereof, on certification by the President of the United States 
that an emergency defense need for such power exists. Nothing im 
this Act shall affect the present rights of the parties in any existing 
lawsuits involving efforts of towns in the same general area where 
TV A power is supplied to obtain TVA power. 
The principal of and interest on said bonds shall be payable solely 
from the Corporation’s net power proceeds as hereinafter defined. 
Net power proceeds are defined for purposes of this section as the re- 
mainder of the Corporation’s gross power revenues after deducting the 
costs of operating, maintaining, and administering its power properties 
(including costs applicable to that portion of its multiple-purpose 
properties allocated to power) and payments to States and counties in 
lieu of taxes but before deducting depreciation accruals or other 
charges representing the amortization of capital expenditures, plus the 
net proceeds of the sale or other disposition of any power facility or 
interest therein, and shall include reserve or other funds created from 
such sources. Notwithstanding the provisions of section 26 of this 
Act or any other provision of law, the Corporation may pledge and 
use its net power proceeds for payment of the principal of and interest 
on said bonds, for purchase or redemption thereof, and for other pur- 
poses incidental thereto, including creation of reserve funds and other 
funds which may be similarly pledged and used. to such extent and in 
such manner as it may deem necessary or desirable. The Corporation 
is authorized to enter into binding covenants with the holders of said 
bonds—and with the trustee, if any—under any indenture, resolution. 
or other agreement entered into in connection with the issuance thereof 
(any such agreement being hereinafter referred to as a “bond con- 
tract”) with respect to the establishment of reserve funds and other 
funds, adequacy of charges for supply of powers, application and use 
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of net power proceeds, stipulations concerning the subsequent issuance 
of bonds or the execution of leases or lease-purchase agreements re- 
lating to power properties, and such other matters, not inconsistent 
with this Act, as the C orporation may deem necessary Or desirable to 
enhance the marketability of said bonds. The issuance and sale of 
bonds by the Corporation and the expenditure of bond proceeds for the 
purposes specified herein, including the addition of generating units to 
existing power-producing projects and the construction of additional 

ower-producing projects, shall not be subject to the requirements or 
Yimitations of any other law: Provided, That with the budget estimates 
transmitted by the President to the Congress, the President shall trans- 
mit the power construction program of the Corporation as presented 
to him and recommended by the Corporation, together with any recom- 
mendation he may deem appropriate. 

Neither bond proceeds nor power revenues received by the Corpora- 
tion shall be used to initiate the construction of new power producing 
projects (except for replacement purposes and except the first such 
project begun after the effective date of this section) until the con- 
struction program of the Corporation shall have been before Congress 
in session for ninety calendar days. In the absence of any modifying 
action by a concurrent resolution of the Congress within the ninety 
days, such projects will be deemed to have congressional approval. 

(b) Bonds issued by the Corporation hereunder shall not be obliga- 
tions of, nor shall payment of the principal thereof or interest thereon 
be guaranteed by, the United States. Proceeds realized by the Cor- 
poration from issuance of such bonds and from power operations and 
the expenditure of such proceeds shall not be subject to ean nt 
under the provisions of Revised Statutes 3679, as amended (31 U.S.C. 
665). 

(c) Bonds issued by the Corporation under this section shall be 
negotiable instruments unless otherwise specified therein, shall be in 
such forms and denominations, shall be sold at such times and in such 
amounts, shall mature at such time or times not more than fifty years 
from their respective dates, shall be sold at such prices, shall bear 
such rates of interest, may be redeemable before maturity at the op- 
tion of the Corporation in such manner and at such times and re- 
demption premiums, may be entitled to such relative priorities of 
claim on the Corporation’s net power proceeds with respect to prin- 
cipal and interest payments, and shall bs subject to such other terms 
and conditions, as the Corporation may determine: Provided, That 
at least ten days before selling each issue of bonds her eunder (ex- 
clusive of any commitment shorter than one year) the Corporation 
shall advise the Secretary of the Treasury as to the amount, proposed 
date of sale, maturities, terms and conditions and expected rates of 
interest of the proposed issue in the fullest detail possible and, if the 
Secretary shall so request, shall consult with him or his designee 
thereon, but the sale and issuance of such bonds shall not be subject to 
approval by the Secretary of the Treasury except as to the teme of 
issuance and the maximum rates of interest to be borne by the bonds: 
ree further, That if the Secretary of the Treasury does not 

approve a proposed issue of bonds hereunder within three working 
ays following the date on which he is advised of the proposed sale, 
the Corporation may issue to the Secretary interim obligations in the 
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amount of the proposed issue, which the Secretary is directed to pur. 
chase. In case the Corporation determines that a proposed issue of 
bonds hereunder cannot be sold on reasonable terms, it may issue to 
the Secretary interim obligations which the Secretary is authorized to 
purchase. Notwithstanding the foregoing provisions of this subsee- 
tion, obligations issued by the Corporation to the Secretary shall not 
exceed $150,000,000 outstanding at any one time, shall mature on or 
before one year from date of issue, and shall bear interest equal to the 
average rate (rounded to the nearest one-eighth of a percent) on out- 
standing marketable obligations of the United States with maturities 
from dates of issue of one year or less as of the close of the month 
preceeding the issuance of the obligations of the Corporation. If 
agreement is not reached within eight months concerning the issuance 
of any bonds which the Secretary has failed to approve, the Corpora- 
tion may nevertheless proceed to sell such bonds on any date there- 
after wéthout approval by the Secretary in amount sufficient to retire 
the interim obligations issued to the Treasury and such interim obli- 
gations shall be retired from the proceeds of such bonds. For the 
purpose of any purchase of the Corporation’s obligations the Secre- 
tary of the Treasury is authorized to use as a public debt transaction 
the proceeds from the sale of any securities issued under the Second 
Liberty Bond Act, as amended, and the purposes for which securities 
may be issued under the Second Liberty Bond Act, as amended, are 
extended to include any purchases of the Corporation's obligations 
hereunder. The Corporation may sell its bonds by negotiation or 
on the basis of competitive bids, subject to the right, if reserved, to 
reject all bids; may designate trustees, registrars, and paying agents 
in connection with said bonds and the issuance thereof ; may arrange 
for audits of its accounts and for reports concerning its financial 
condition and operations by certified public accounting firms (which 
audits and reports shall be in addition to those required by sections 
105 and 106 of the Act of December 6, 1945 (59 Stat. 599; 31 U.S.C. 
850-851), may, subject to any covenants contained in any bond con- 
tract, invest the proceeds of any bonds and other funds under its con- 
trol which derive from or pertain to its power program in any securi- 
ties approved for investment of national bank funds and deposit said 
proceeds and other funds, subject to withdrawal by check or other- 
wise, in any Federal Reserve Bank or bank having membership in the 
Federal Reserve System; and may perform such other acts not pro- 
hibited by law as it deems necessary or desirable to accomplish the 
purposes of this section. Bonds issued by the Corporation hereunder 
shall contain a recital that they are issued pursuant to this section, 
and such recital shall be conclusive evidence of the regularity of the 
issuance and sale of such bonds and of their validity. The annual 
report of the Board filed pursuant to section 9 of this Act shall con- 
tain a detailed statement of the operation of the provisions of this 
section during the year. 

(d) Bonds issued by the Corporation hereunder shall be larrful 
investments and may be accepted as security for all fiduciary, trust, 
and public funds, the investment or deposit of which shall be under 
the authority or control of any officer or agency of the United States. 
The Secretary of the Treasury or any other officer or agency having 
authority over or control of any such fiduciary, trust, or public funds, 
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may at any time sell any of the bonds of the Corporation acquired by 
them under this section. Bonds issued by the Corporation hereunder 
shall be exempt both as to principal and interest from all taxation now 
or hereafter imposed by any State or local taxing authority eacept 
estate, inheritance, and gift taxes. 

(e) From net power proceeds in excess of those required to meet the 
Corporation's obligations under the provisions of any bond or bond 
contract, the Corporation shall, beginning with fiscal year 1961, make 
payments into the Treasury as miscellaneous receipts on or before 
December 31 and June 30, of each fiscal year as a return on the appro- 
priation investment in the Corporation’s power facilities, plus a re- 
payment sum of not less than $10,000,000 for each of the first five 
fiscal years, $15,000,000 for each of the next five fiscal years, and 

20,000,000 for each fiscal year thereafter, which repayment sum shall 
be applied to reduction of said appropriation investment until a total 
of $1,000,000,000 of said appropriation investment shall have been re- 
paid. The said appropriation investment shall consist, in any fiscal 
year, of that part of the Corporation’s total investment assigned to 
power as of the beginning of the fiscal year (including both completed 
plant and construction in progress) which has been provided from 
appropriations or by transfers of property from other Government 
agencies without reimbursement by the Corporation, less repayments 
of such appropriation investment made under title II of the Gov- 
ernment Corporations Appropriation Act, 1948, this Act, or other 
applicable legislation. The payment as a return on the appropriation 
investment in each fiscal year shall be equal to the computed average 
interest rate payable by the Treasury upon its total marketable public 
obligations as of the beginning of said fiscal year applied to said ap- 
propriation investment. Payments due hereunder may be deferred 
for not more than two years when, in the judgment of the Board of 
Directors of the Corporation, such payments cannot feasibly be made 
because of inadequacy of funds occasioned by drought, poor business 
conditions, emergency replacements, or other factors beyond the con- 
trol of the Corporation. 

(f) The Corporation shall charge rates for power which will pro- 
duce gross revenues sufficient to provide funds for operaton, maimte- 
nance, and administration of its power system; payments to States 
and counties in lieu of taxes; debt service on outstanding bonds, in- 
cluding provision and maintenance of reserve funds and other funds 
established in connection therewith; payments to the Treasury as a 
return on the appropriation investment pursuant to subsection (e) 
hereof ; payment to the Treasury of the repayment sums specified in 
subsection (e) hereof; and such additional margin as the Board may 
consider desirable for investment in power system assets, retirement of 
outstanding bonds in advance of maturity, additional reduction of 
appropriation investment, and other purposes connected with the Cor- 
poration’s power business, having due regard for the primary objec- 
lives of the Act, including the objective that power shall be sold at 
rates as low as are feasible. In order to protect the investment of 
holders of the Corporation’s securities and the appropriation invest- 
ment as defined in subsection (e) hereof, the Corporation, during each 
successive five-year period beginning with the five-year period which 
commences on July 1 of the first full fiscal year after the effective date 
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of this section, shall apply net power proceeds either in reduction 
(directly or through payments into reserve or sinking funds) of its 
capital obligations, including bonds and the appropriation investment, 
or to reinvestment in power assets, at least to the extent of the come 
bined amount of the aggregate of the depreciation accruals and other 
charges representing the amortization of capital expenditures appli- 
cable to its power properties plus the net proceeds realized from any 
disposition of power facilities in said period. 

(g) Power generating and related facilities operated by the Corpo- 
ration under lease and lease-purchase agreements shall constitute 
power property held by the Corporation within the meaning of section 
13 of this Act, but that portion of the payment due for any fiscal year 
under said section 13 to a State where such facilities are located which 
is determined or estimated by the Board to result from holding such 
facilities or selling electric energy generated thereby shall be reduced 
by the amount of any taxes or tax equivalents applicable to such fiscal 
year paid by the owners or others on account of said facilities to said 
States and to local taxing jurisdiction therein. In connection with 
the construction of a generating plant or other facilities under an 
agreement providing for lease or purchase of said facilities or any 
interest therein by or on behalf of the Corporation, or for the purchase 
of the output thereof, the Corporation may convey, in the name of the 
United States by deed, lease, or otherwise, any real property in its 
possession or control, may pe rform necessary engineering and con- 
struction work and other services, and may enter into any necessary 
contractual arrangements. 

(h) Itis hereby declared to be the intent of this section to aid the Cor- 
poration in discharging its responsibility for the advancement of the 
national defense and the physical, social and economic dev elopment of 
the area in which it conducts its operations by providing it with ade- 
quate authority and administrative flexibility to obtain the necessary 
funds with which to assure an ample supply of electric power for such 
purposes by issuance of bonds and as otherwise provided herein, and 
this section shall be construed to effectuate such intent. 

Sec. 16. The board, whenever the President deems it advisable, is 
hereby empowered and directed to complete Dam Numbered 2 at 
Muscle Shoals, Alabama, and the steam plant at nitrate plant num- 
bered 2, in the vicinity of Muscle Shoals, by installing in Dam Num- 
bered 2 the additional power units according to the plans and specifi- 
cations of said dam, and the additional power unit in the steam plant 
at nitate plant numbered 2. 

Sec. 17. The Secretary of W ar, or the Secretary of the Interior, is 
hereby authorized to construct, either directly or by contract to the 
lowest reasonable bidder, after due advertisement, a dan in and across 
Clinch River in the State of Tennessee, which has by long custom 
become known and designated as the Cove Creek Dam, together with 
a transmission line from Muscle Shoals, according to "the latest and 
most approved designs, including power house and hy droelectric in- 
stallations and equipment for the generation of power, in order that 
the waters of the said Clinch River may be impounded and stored 
above said dam for the purpose of increasing and regulating the flow 
of the Clinch River and the Tennessee River below, so that the maxi- 
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mum amount of primary power may be developed at Dam Numbered 
9 and at any and all other dams below the said Cove Creek Dam: 
Provided, however, That the President is hereby authorized by ap- 
ropriate order to direct the employment by the Secretary of War, or 
y the Secretary of the Interior, of such engineer or engineers as he 
may designate, to perform such duties and obligations as he may deem 
proper, either in the drawing or plans and specifications for said dam, 
or to perform any other work in the building or construction of the 
same. The President may, by such order, place the control of the 
construction of said dam in the hands of such engineer or engineers 
taken from private life as he may desire: And provided further, That 
the President is hereby expressly authorized, without regard to the re- 
striction or limitation of any other statute, to select attorneys and 
assistants for the purpose of making any investigation he may deem 
roper to ascertain whether, in the control and management of Dam 
Numbered 2, or any other dam or property owned by the Government 
in the Tennessee River Basin, or in the authorization of any improve- 
ment therein, there has been any undue or unfair advantage given to 
private persons, partnerships, or corporations, by any officials or em- 
ployees of the Government, or whether in any such matters the Gov- 
ernment has been injured or unjustly deprived of any of its rights. 

Sec. 18. In order to enable and empower the Secretary of War, the 
Secretary of the Interior, or the board to carry out the authority 
hereby conferred, in the most economical and eflicient manner, he or 
it is hereby authorized and empowered in the exercise of the powers 
of national defense in aid of navigation, and in the control of the 
flood waters of the Tennessee and Mississippi Rivers, constituting 
channels of interstate commerce, to exercise the right of eminent do- 
main for all purposes of this Act, and to condemn all lands, ease- 
ments, rights of way, and other area necessary in order to obtain a site 
for said Cove Creek Dam, and the flowage rights for the reservoir of 
water above said dam, and to negotiate and conclude contracts with 
States, counties, municipalities, and all State agencies and with rail- 
roads, railroad corporations, common carriers, and all public utility 
commissions and any other person, firm, or corporation, for the reloca- 
tion of railroad tracks, highways, highway bridges, mills, ferries, 
electric-light plants, and any and all other properties, enterprises, and 
projects whose removal may be necessary in order to carry out the 
provisions of this Act. When said Cove Creek Dam, transmission line, 
and power house shall have been completed, the possession, use, and 
control thereof shall be intrusted to the Corporation for use and op- 
eration in connection with the general Tennessee Valley project, and 
ee flood control and navigation in the Tennessee River. 

Ec. 19. The Corporation, as an instrumentality and agency of the 
Government of the United States for the purpose of executing its 
constitutional powers shall have access to the Patent Office* of the 
United States for the purpose of studying, ascertaining, and copying 
all methods, formulae, and scientific information (not including ac- 


*Note.—The functions of all officers of the Department of Commerce and all functions 
of all agencies and employees of such Department were. with a few exceptions, transferred 
to the Secretary of Commerce, with power vested in him to authorize their performance 
or the performance of any of his functions by any of such officers, agencies, and employees 
(1950 Reorg. Plan No. 5, §§ 1 and 2, eff. May 24, 1950, 15 F.R. 3174, 64 Stat. 1263). "The 
Patent Office, referred to in this section, is an agency of the Department of Commerce, and 
the Commissioner of Patents, referred to in this section, is an officer of such Department. 
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cess to pending applications for patents) necessary to enable the 
Corporation to use and employ the most efficacious and economical 
process for the production of fixed nitrogen, or any essential ingre- 
dient of fertilizer, or any method of improving and cheapening the 
production of hydroelectric power, and any owner of a patent whose 
patent rights may have been thus in any way copied, used, infringed, 
or employed by the exercise of this authority by the Corporation shall 
have as the exclusive remedy a cause of action against the Corpora- 
tion to be instituted and prosecuted on the equity side of the appro- 
priate district court of the United States, for the recovery of reasonable 
compensation for such infringement. ‘The Commissioner of Patents * 
shall furnish to the Corporation, at its request and without payment 
of fees, copies of documents on file in his office: Provided, That the 
benefits of this section shall not apply to any art, machine, method of 
manufacture, or composition of matter, discovered or invented by such 
employee during the time of his employment or service with the 
Corporation or with the Government of the United States. 

Sec. 20. The Government of the United States hereby reserves the 
right, in case of war or national emergency declared by Congress, to 
take possession of all or any part of the property described or referred 
to in this Act for the purpose of manufacturing explosives or for 
other war purposes; but, if this right is exercised by the Government, 
it shall pay the reasonable and fair damages that may be suffered by 
any party whose contract for the purchase of electric power or fixed 
nitrogen or fertilizer ingredients is hereby violated, after the amount 
of the damages has been fixed by the United States Court of Claims 
in proceedings instituted and conducted for that purpose under rules 
prescribed by the court. 

Sec. 21. (a) All general penal statutes relating to the larceny, 
embezzlement, conversion, or to the improper handling, retention, 
use, or disposal of public moneys or property of the United States, 
shall apply to the moneys and property of the Corporation and to 
moneys and properties of the United States entrusted to the 
Corporation. 

(b) Any person who, with intent to defraud the Corporation, or 
to deceive any director, officer, or employee of the Corporation or any 
officer or employee of the United States (1) makes any false entry 
in any book of the Corporation, or (2) makes any false report or 
statement for the Corporaton, shall, upon conviction thereof, be fined 
not more than $10,000 or imprisoned not more than five years, or both. 

(c) Any person who shall receive any compensation, rebate, or 
reward, or shall enter into any conspiracy, collusion, or agreement, 
express or implied, with intent to defraud the Corporation or wrong- 
fully and unlawfully to defeat its purposes, shall, on conviction 
thereof, be fined not more than $5,000 or imprisoned not more than 
five years, or both. 

Sec. 22. To aid further the proper use, conservation, and develop- 
ment of the natural resources of the Tennessee River drainage basin 
and of such adjoining territory as may be related to or materially 
affected by the development consequent to this Act, and to provide 
for the general welfare of the citizens of said areas, the President 


*See preceding note. 
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is hereby authorized, by such means or methods as he may deem proper 
within the limits of appropriations made therefor by Congress, to 
make such surveys of and general plans for said Tennessee basin and 
adjoining territory as may be useful to the Congress and to the several 
States in guiding and controlling the extent, sequence, and nature of 
development that may be equitably and economically advanced 
Bioughs the expenditure of public funds, or through the guidance or 
control of public authority, all for the general oe of fostering an 
orderly and proper physical, economic, and social development of said 
areas; and the President is further authorized in making said surveys 
and plans to cooperate with the States affected thereby, or subdivi- 
sions or agencies of such States, or with cooperative or other organiza- 
tions, and to make such studies, experiments, or demonstrations as may 
be necessary and suitable to that end. 

Sec. 23. The President shall, from time to time, as the work pro- 
vided for in the preceding section progresses, recommend to Congress 
such legislation as he deems proper to carry out the general purposes 
stated in said section, and for the especial purpose of bringing about 
in said Tennessee drainage basin anid adjoining territory in conform- 
ity with said general purposes (1) the maximum amount of flood con- 
trol; (2) the maximum development of said Tennessee River for navi- 
gation purposes; (3) the maximum generation of electric power con- 
sistent with flood control and navigation; (4) the proper use of margi- 
nal lands; (5) the proper method of reforestation of all lands in said 
drainage basin suitable for reforestation; and (6) the economic and 
social well-being of the people living in said river basin. 

Sec. 24. For the purpose of securing any rights of flowage, or 
obtaining title to or possession of any property, real or personal, that 
may be necessary or may become necessary, in the carrying out of any 
of the provisions of this Act, the President of the United States for 
a period of three years from the date of the enactment of this Act, is 
hereby atuhorized to acquire title in the name of the United States 
to such rights or such property, and to provide for the payment for 
same by directing the board to contract to deliver power generated 
at any of the plants now owned or hereafter owned or constructed 
by the Government or by said Corporation, such future delivery of 
a to continue for a period not exceeding thirty years. Likewise, 
or one year after the enactment of this Act, the President is further 
authorized to sell or lease any parcel or part of any vacant real estate 
now owned by the Government in said Tennessee River Basin, to 

ersons, firms, or corporations who shall contract to erect thereon 

actories or manufacturing establishments, and who shall contract 
to purchase of said Corporation electric power for the operation of 
any such factory or manufacturing establishment. No contract shall 
be made by the President for the sale of any of such real estate as may 
be necessary for present or future use on the part of the Government 
for any of the purposes of this Act. Any such contract made by the 
President of the United States shall be carried out by the board: 
Provided, That no such contract shall be made that will in any way 
abridge or take away the preference right to purchase power given in 
this Act to States, counties, municipalities, or farm organizations: 
Provided further, That no lease shall be for a term to exceed fifty 
years: Provided further, That any sale shall be on condition that said 
land shall be used for industrial purposes only. 
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Sec. 25. The Corporation may cause proceedings to be instituted 
for the acquisition by condemnation of any lands, easements, or rights 
of way which, in the opinion of the Corporation, are necessary to 
carry out the provisions of this Act. The proceedings shall be insti- 
tuted in the United States district court for the district in which the 
land, easement, right-of-way, or other interest, or any part thereof, 
is located, and such court shall have full jurisdiction to divest the 
complete title to the property sought to be acquired out of all persons 
or claimants and vest the same in the United States in fee simple, 
and to enter a decree quieting the title thereto in the United States 
of America. 

Upon the filing of a petition for condemnation and for the purpose 
of ascertaining the value of the property to be acquired, and assessing 
the compensation to be paid, the court shall appoint three commis. 
sioners who shall be disinterested persons and who shall take and 
subscribe an oath that they do not own any lands, or interest or 
easement in any lands, which it may be desirable for the United 
States to acquire in the furtherance of said project, and such com- 
missioners shall not be selected from the locality wherein the land 
sought to be condemned lies. Such commissioners shall receive a per 
diem of not to exceed $30 for their services, together with an addi- 
tional amount of $10 per day for subsistence for time actually spent 
in performing their duties as commissioners, and reimbursement of 
actual transportation expenses including an allow ance for use of pri- 
vately owned automobiles at a rate not to exceed 7 cents per mile, 

It shall be the duty of such commissioners to examine into the value 
of the lands sought to be condemned, to conduct hearings and receive 
evidence, and generally to take such appropriate steps as may be 
proper for the determination of the value of the said lands sought 
to be condemned, and for such purpose the commissioners are author- 
ized to administer oaths and subpoena witnesses, which said witnesses 
shall receive the same fees as are provided for witnesses in the Federal 
courts. The said commissioners shall thereupon file a report setting 
forth their conclusions as to the value of the said property sought 
to be condemned, making a separate award and valuation in the 
premises with respect to each separate parcel involved. Upon the 
filing of such award in court the clerk of said court shall give notice 
of the filing of such award to the parties to said proceeding, in manner 
and form as directed by the judge of said court. 

Either or both parties may file exceptions to the award of said 
commissioners within twenty days from the date of the filing of said 
award in court. Exceptions filed to such award shall be heard before 
three Federal] district judges unless the parties, in writing, in person, 
or by their attorneys, stipulate that the exceptions may be heard 
before a lesser number of judges. On such hearing such judges shall 
pass de novo upon the proceedings had before the commissioners, may 
view the property, and may take additional evidence. Upon such 
hearings the said judges shall file their own award, fixing therein 
the value of the property sought to be condemned, regardless of the 
award previously made by the said commissioners. 

At any time within thirty days from the filing of the decision 
of the district judges upon the hearing on exceptions to the award 
made by the commissioners, either party may appeal from such de- 
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cision of the said judges to the court of appeals, and the said court 
of appeals shall upon the hearing on said appeal dispose of the same 
upon the record, without regard to the awards or findings theretofore 
made by the commissioners or the district judges, and such court of 
appeals shall thereupon fix the value of the said property sought to be 
condemned. 

Upon acceptance of an award by the owner of any property herein 
provided to be appropriated, and the payment of the money awarded 
or upon the failure of either party to file exceptions to the award of 
the commissioners within the time specified, or upon the award of the 
commissioners, and the payment of the money by the United States 
pursuant thereto, or the payment of the money awarded into the 
registry of the court by the Corporation, the title to said property 
and the right to the possession thereof shall pass to the United States, 
and the United States shall be entitled to a writ in the same proceeding 
to dispossess the former owner of said property, and all lessees, agents, 
and attorneys of such former owner, and to put the United States, by 
its corporate creature and agent, the Corporation, into possession of 
said property. 

In the event of any property owned in whole or in part by minors, 
or insane persons, or incompetent persons, or estates of deceased per- 
sons, then the legal representatives of such minors, insane persons, 
incompetent persons, or estates shall have power, by and with the 
consent and approval of the trial judge in whose court said matter 
is for determination, to consent to or reject the awards of the com- 
missioners herein provided for, and in the event that there be no legal 
representatives, or that the legal representatives for such minors, 
insane persons, or incompetent persons shall fail or decline to act, 
then such trial judge may, upon motion, appoint a guardian ad litem 
to act for such minors, insane persons, or incompetent persons, and 
such guardian ad litem shall act to the full extent and to the same 
purpose and effect as his ward could act, if competent, and such 
guardian ad litem shall be deemed to have full power and authority 
to respond, to conduct, or to maintain any proceeding herein provided 
for affecting his said ward. 

Sec. 26. Commencing July 1, 1936, the proceeds for each fiscal 
year derived by the board from the sale of power or any other prod- 
ucts manufactured by the Corporation, and from any other activities 
of the Corporation including the disposition of any real or personal 
property, shall be paid into the Treasury of the United States at the 
end of each calendar year, save and except such part of such proceeds 
as in the opinion of the board shall be necessary for the Corporation 
in the operation of dams and reservoirs, in conducting its business in 
generating, transmitting, and distributing electric energy and in 
manufacturing, selling, and distributing fertilizer and fertilizer in- 
gredients. A continuing fund of $1,000,000 is also excepted from the 
requirements of this section and may be withheld by the board to 
defray emergency expenses and to insure continuous operation: Pro- 
vided, That nothing in this section shall be construed to prevent the 
use by the board, after June 30, 1936, of proceeds accruing prior to 
July 1, 1936, for the payment of obligations lawfully incurred prior 
to such latter date. 
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Sec. 26a. The unified development and regulation of the Tennessee 
River system requires that no dam, appurtenant works, or other 
obstruction, affecting navigation, flood control, or public lands or 
reservations shall be constructed, and thereafter operated or main- 
tained across, along, or in the said river or any of its tributaries 
until plans for such construction, operation, and maintenance shall 
have been submitted to and approved by the board; and the construc- 
tion, commencement of construction, operation, or maintenance of 
such structures without such approval is hereby prohibited. When 
such plans shall have been approved, deviation therefrom either be- 
fore or after completion of such structures is prohibited unless the 
modification of such plans has previously been submitted to and ap- 
proved by the board. 

In the event the board shall, within sixty days after their formal 
submission to the board, fail to approve any plans or modifications, 
as the case may be, for construction, operation, or maintenance of any 
such structures on the Little Tennessee River, the above requirements 
shall be deemed satisfied, if upon application to the Secretary of War, 
with due notice to the Corporation, and hearing thereon, such plans 
or modifications are approved by the said Secretary of War as rea- 
sonably adequate and effective for the unified development and regu- 
lation of the Tennessee River system. 

Such construction, commencement of construction, operation, or 
maintenance of any structures or parts thereof in violation of the 
provisions of this section may be prevented, and the removal or dis- 
continuation thereof required by the injunction or order of any dis- 
trict court exercising jurisdiction in any district in which such strue- 
tures or parts thereof nay be situated, and the Corporation is hereby 
authorized to bring appropriate proceedings to this end. 

The requirements of this section shall not be construed to be a 
substitute for the requirements of any other law of the United States 
or of any State, now in effect or hereafter enacted, but shall be in 
addition thereto, so that any approval, license, permit, or other sanc- 
tion now or hereafter required by the provisions of any such law 
for the construction, operation, or maintenance of any structures 
whatever, except such as may be constructed, operated, or maintained 
by the Corporation, shall be required, notwithstanding the provisions 
of this section. 

Sec. 27. All appropriations necessary to carry out the provisions 
of this Act are hereby authorized. 

Sec. 28. That all Acts or parts of Acts in conflict herewith are 
hereby repealed, so far as they affect the operations contemplated by 
this Act. 

Src. 29. The right to alter, amend, or repeal this Act is hereby 
expressly declared and reserved, but no such amendment or repeal 
shall operate to impair the obligation of any contract made by said 
Corporation under any power conferred by this Act. 

Sec. 30. That the sections of this Act are hereby declared to be 
separable, and in the event of any one or more sections of this Act, 
or parts thereof, be held to be unconstitutional, such holding shall not 
affect the validity of other sections or parts of this Act. 

Sec. 31. This Act shall be liberally construed to carry out the pur- 
poses of Congress to provide for the disposition of and make needful 





aden iin t=’ & be 


OEE eee 


REVENUE BOND FINANCING BY TVA 49 


rules and regulations respecting Government properties entrusted to 
the Authority, provide for the national defense. improve navigation, 
control destructive floods, and promote interstate commerce and the 
general welfare, but no real estate shall be held except what is neces- 
sary in the opinion of the board to carry out plans and projects ac- 
tually decided upon requiring the use of such land: Provided, That 
any land purchased by the Authority and not necessary to carry out 

lans and projects actually decided upon shall be sold by the Author- 
ity as agent of the United States, after due advertisement, at public 
auction to the highest bidder, or at private sale as provided in section 
4(k) of this Act. 


Paragraph Seventh of Section 5136 of the Revised Statutes of the 
United States, as Amended (12 U.S.C. 24) 


Sec. 5136. Upon duly making and filing articles of association and 
an organization certificate, the association shall become, as from the 
date of the execution of its organization certificate, a body corporate, 
and as such, and in the name designated in the organization certificate, 
it shall have power— 

First. To adopt and use a corporate seal. 

Second. To have succession from the date of the approval of this 
Act, or from the date of its organization if organized after such date 
of approval until such time as it be dissolved ‘by the act of its share- 
holders owning two-thirds of its stock, or until its franchise becomes 
forfeited by reason of violation of law, or until terminated by either a 
general or a special Act of Congress or until its affairs be placed in 
the hands of a receiver and finally wound up by him. 

Third. Tomake contracts. 

Fourth. To sue and be sued, complain and defend, in any court of 
law and equity, as fully as natural persons. 

Fifth. To elect or appoint directors, and by its board of directors 
to appoint a president, vice president, cashier, and other officers, 
define their duties, require ents of them and fix the penalty thereof, 
dismiss such officers or any of them at pleasure, and appoint others to 
fill their places. 

Sixth. To prescribe, by its board of directors, bylaws not incon- 
sistent with law, regulating the manner in which its stock shall be 
transferred, its directors elected or appointed, its officers appointed, 
its property transferred, its manera! business conducted, and the 
privileges granted to it by law exercised and enjoyed. 

Seventh. To exercise by its board of directors, or duly authorized 
officers or agents, subject to law, all such incidental powers as shall be 
necessary to carry on the business of banking; by discounting and 
hegotiating promissory notes, drafts, bills of exchange, and other 
evidences of debt; by receiving deposits; by buying and selling ex- 
change, coin, and buillion; by loaning money on personal security ; and 
by obtaining, issuing, and circulating notes according to the provisions 
of this title. The business of dealing in securities and stock by the 
association shall be limited to purchasing and selling such securities 
and stock without recourse, solely upon the order, and for the account 
of, customers, and in no case for its own account, and the association 
shall not underwrite any issue of securities or stock: Provided, That 
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the association may purchase for its own account investment securities 
under such limitations and restrictions as the Comptroller of the 
Currency may by regulation prescribe. In no event shall the total 
amount of the investment securities of any one obligor or maker, held 
by the association for its own account, exceed at any time 10 per 
centum of its capital stock actually paid in and unimpaired and 
10 per centum of its unimpaired surplus fund, except that this limita- 
tion shall not require any association to dispose of any securities law- 
fully held by it on the date of enactment of the Banking Act of 1935, 
As used in this section the term “investment securities” shall mean 
marketable obligations, evidencing indebtedness of any person, 
copartnership, association, or corporation in the form of bonds, notes 
and/or debentures commonly known as investment securities under 
such further definition of the term “investment securities” as may by 
regulation be prescribed by the Comptroller of the Currency. Except 
as hereinafter provided or otherwise permitted by law, nothing herein 
contained shall authorize the purchase by the association for its own 
account of any shares of stock of any corporation. The limitations 
end restrictions herein contained as to dealing in, underwriting and 
purchasing for its account, investment securities shall not apply to 
obligations of the United States, or general obligations of any State or 
of any political subdivision thereof, or obligations issued under aut- 
hority of the Federal Farm Loan Act, as amended, or issued by the 
thirteen banks for cooperatives or any of them or the Federal Home 
Loan Banks or the Home Owners’ Loan Corporation, or obligations 
which are insured by the Federal Housing Administrator pursuant to 
section 207 of the National Housing Act, if the debentures to be 
issued in payment of such insured obligations are guaranteed as to 
pene and interest by the United States, or obligations of the 

ederal National Mortgage Association, or such obligations of any 
lucal public agency (as defined in section 110(h) of the Housing Act 
of 1949) as are secured by an agreement between the local public 
agency and the Housing and Home Finance Administrator in which 
the local public agency agrees to borrow from said Administrator, 
and said Administrator agrees to lend to said local public agency, 
‘mes to the maturity of such obligations (which obligations shall 
lave a maturity of not more than eighteen months), monies in an 
amount which (together with any other monies irrevocably committed 
to the payment of interest on such obligations) will suffice to pay the 
principal of such obligations with interest to maturity thereon, which 
monies under the terms of said agreement are required to be used for 
the purpose of paying the principal of and the interest on such obli- 
gations at their maturity, or such obligations of a public housing 
agency (as defined in the United States Housing Act of 1937, as 
amended) as are secured either (1) by an agreement between the 
public housing agency and the Public Housing Administration in 
which the public housing agency agrees to borrow from the Public 
Housing Administration, and the Public Housing Administration 
agrees to lend to the public housing agency, prior to the maturity of 
such obligations (which obligations shall have a maturity of not more 
than eighteen months), monies in an amount which (together with 
any other monies irrevocably committed to the payment of interest 
on such obligations) will suffice to pay the principal of such obligations 
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with interest to maturity thereon, which monies under the terms of 
said agreement are required to be used for the purpose of paying the 
principal of and the interest on such obligations at their maturity, 
or (2) by a pledge of annual contributions under an annual contribu- 
tions contract between such public housing agency and the Public 
Housing Administration if such contract shall contain the covenant 
by the Public Housing Administration which is authorized by sub- 
section (b) of section 22 of the United States Housing Act of 1937, as 
amended, and if the maximum sum and the maximum period specified 
in such contract pursuant to said subsection 22(b) shall not be less 
than the annual amount and the period for payment which are 
requisite to provide for the payment when due of all installments of 
principal and interest on such obligations: Provided, That in carrying 
on the business commonly known as the safe-deposit business the 
association shall not invest in the capital stock of a corporation 
organized under the law of any State to conduct a safe-deposit busi- 
ness in an amount in excess of 15 per centum of the capital stock of the 
association actually paid in and unimpaired and 15 per centum of its 
unimpaired surplus. The limitations and restrictions herein con- 
tained as to dealing in and underwriting investment securities shall 
not apply to obligations issued by the International Bank of Recon- 
struction and Development which are at the time eligible for purchase 
by a national bank for its own account, nor to bonds, notes and other 
obligations issued by the Tennessee Valley Authority: Provided, That 
no association shall hold obligations issued by [said bank] ether of 
said organizations as a result of underwriting, dealing, or purchasing 
fer its own account (and for this purpose obligations as to which it is 
under commitment shall be deemed to be held by it) in a total amount 
exceeding at any one time 10 per centum of its capital stock actually 
paid in and unimpaired and 10 per centum of its unimpaired surplus 
fund. 

Eighth. To contribute to community funds, or to charitable, phil- 
anthropic, or benevolent instrumentalities conducive to public wel 
fare, such sums as its board of directors may deem expedient and in 
the interests of the association, if it is located in a State the laws of 
which do not expressly prohibit State banking institutions from con- 
tributing to such funds or instrumentalities, 














INDIVIDUAL VIEWS OF MR. WINSTON L. PROUTY 


It is the committee’s intent, insofar as the territorial restrictions in 
the bill are concerned, to permit desirable minor adjustments on the 
periphery of the area presently supplied by TVA power to take care 
of natural growth within that area. 

However, I believe that in its efforts to protect the rights of pres- 
ent customers of TVA the committee has approved language which 
would permit a city or any other present customer of TVA to resell 
TVA power to innumerable communities, whatever their size, and 
throughout other areas, however large. 

In my judgment, the language in the bill as presently written per- 
mits the Tennessee Valley Authority to make contracts for the sale 
of power with States, counties, municipalities, corporations, partner- 
ships, and individuals with which it had contracts on July 1, 1957, 
and these contracts would not be subject to a territorial limitation of 
any kind. 

Assume, for example, that TVA was, by a contractual arrangement, 
selling power to city A on July 1, 1957. Assume further that city A 
decides to resell TVA power not only to individual and industrial 
customers within its new suburbs, but also to cities B, C, and D which 
may be hundreds of miles away. The former sales would clearly be 
designed to take care of natural growth; the latter would be patently 
an effort by a city to enter the power business as a major distributor. 

Both types of sales would be permissible under the language ap- 
proved by the committee, not withstanding its intent. 

The same language which could serve as a vehicle for power serv- 
ice expansion on the part of the city would similarly allow other 
major customers of TVA to resell, freely and without limitation, 
power produced by the Tennessee Valley Authority. 

I think the language in the bill to which I have taken exception 
should be amended in such a manner as to protect the rights of cities 
to serve contiguous areas which represent natural growth without 
encouraging an invasion of general load centers far removed from 
TVA. 

Winston L. Provry. 
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SUPPLEMENTAL VIEWS OF MR. JENNINGS RANDOLPH 
ON H.R. 3460 


The so-called territorial limitation or service area restriction pro- 
sions of H.R. 3460 have been the principal ones which have involved 
the Senate Committee on Public Works in protracted discussions. 

It is to this phase of the legislation that attention is directed in 
these supplemental views. 

The major differences of opinion within the Senate committee 
stemmed from the question of whether or not the language of (H.R. 
8460) which passed the House actually would establish area limita- 
tions within which the Tennessee Valley Authority would be required 
to confine its power supply services. 

Divergent views on the effectiveness of the House bill language to 
accomplish the purpose of service area restriction persisted throughout 
the period during which it was under consideration by the Senate 
Committee on Public Works. 

The degree to which alternative proposals would liberalize or re- 
strict the so-called service area of TVA was another factor. 

But there still seems to persist a question as to whether or not the 
language of the House bill as it relates to TVA area limitation, or the 
provisions of the amended version of the bill as reported by the Sen- 
ate committee, would be the most effective in accomplishing these 
objectives : 

1. Permit TVA to perform its functions and meet its responsibili- 
ties without, at the same time, doing violence to the investor-owned 
power companies by encouraging TVA encroachment. There is and 
there can continue to be a place in the country for both free enterprise 
power systems and public power without overlapping. 

2. Provide TVA with self-financing capacity and capability, but, 
in so doing, not excessively impair the ability of the private electric 
utilities contiguous to TVA to mantain themselves and provide 
financing for their own operating areas and customer expansion needs. 
In other words, there must be a recognition that both TVA and free 
enterprise utility systems have comparable problems in practically 
every respect except taxpaying obligations. Hence, in seeking to solve 
the problems of TV A the Congress has an obligation to be sure it is not 
compounding the problems of the investor-owned power companies. 

The committee report, under its “Discussion” section, makes the 
point that— 

In 1939, the Congress enacted legislation authorizing TVA to 
purchase the facilities owned by private power systems in the 
Tennessee Valley region. 
Not only was I a Member of the Congress which enacted that legis- 
lation, for which I voted, but, also, I served in the House of Repre- 
sentatives and militantly supported the original TVA Act of 19383. 
53 





54 REVENUE BOND FINANCING BY TVA 


Accordingly, I have a knowledge of the fundamentals under which 
the Congress acted in establishing TVA, and of the intended policy 
to not encroach upon the investor-owned private enterprise power 
systems. 

” The 1939 enactment, whereby the facilities owned by private power 
systems were acquired, actually did much to define what the committee 
report refers to as the TVA service area being a “nebulous” quantity. 

The record shows that TVA has expanded its service area very 
little in recent years and I understand that its spokesmen have pub- 
licly denied it has desire to do anything other than develop its exist- 
ing territory, including that of its distributors. 

It is also true that discussions within the committee, which led to the 
approval of a provision respecting expansion different from that 
adopted by the House, indicated the clear intention on the part of the 
committee not to auhorize, by its general language, any expansion 
other than that occasioned by the normal growth of TVA’s existing 
territory. aed 

But the language used to spell out this desired result is, in my 
opinion, susceptible of interpretations which—at some time in the 
future, when memories have dimmed and new faces have come upon 
the scene—might lead to the subsequent assertion that powers not now 
intended to be conferred actually have been made legal. 

Not only am I concerned lest the Congress should take steps to 
destroy much of the stability and serviceability of investor-owned 
power systems which have served their areas and their customers well, 
but, too, I am deeply troubled by the size of TVA and the powerful 
bargaining position it has achieved with respect to its purchase of 
coal, as well as by the manner in which it has used that bargaining 
power. 

The economy of West Virginia and of contiguous areas is vitally 
affected by the condition of the bituminous coal industry, which is 
now in considerable difficulty. Unemployment is high and much 
distress prevails in the coal producing areas. We heard in the hear- 
ings from the miners, the producers, and the sellers of coal as to how 
TVA has operated to create depressed conditions for bituminous coal 
on a basis of its buying practices and its subscribing indirectly to 
inadequate safety standards in coal mines. 

Because of TV A’s tremendous geographical coverage and enormous 
purchasing power, it has been, to a very large degree, in a position to 
enforce upon the coal industry its coal-purchasing policies and prac- 
tices. Further geographical expansion of TVA’s service area would 
seriously worsen this situation to which I have alluded. 

It has been said—and I certainly subscribed to the declaration when 
I supported the original TVA Act—that at the time TVA commenced 
its operations in its original area, private enterprise lacked the re- 
sources to develop fully the power system needs of that vast and then 
underdeveloped valley area. However, this has not been nor is it 
now true of the peripheral area beyond the present points which 
represent the outer limits of the so-called service area of TVA. It is 
surely not true in West Virginia. 

The investor-owned public utilities of our State have been and con- 
tinue to be efficient producers of an abundant supply of electric power 
generated from bituminous coal mined within the State. 
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Public utility powerplants there have regularly been rated higher 
in performance than TVA plants and are among the most efficient in 
the United States. 

It would be inadvisable to permit excessive competition by TVA 
to encroach on the areas served by these and other investor-owned 
public utilities, to siphon off their customers and to destroy the value 
of their properties. 

The committee has undertaken to restrict TVA authorized expan- 
sion to those States in which it now provides services, but the language 
of the committee amendment limits only the “making of contracts” 
by TVA and does not purport to place any limitation or restriction 
whatever upon the resale or use of TVA power by its distributors. 

Thus, so long as transmission, distribution, and use of TVA power 
is by its distributors and not by TVA itself, there actually is no limita- 
tion whatsoever upon the transmission, distribution, resale, or use of 
TVA power outside of its existing service area. The committee 
amendment further provides that TVA can make contracts unlimited 
in nature, scope, or extent with any State, county, municipality, cor- 
poration, partnership, or individual with which it had a contract of 
any kind on July 1, 1957. Thus these conditions could prevail: 

Subject only to the overall restriction of 500 square miles in any 
one State and an aggregate of 2,000 square miles of additional tern- 
tory outside that area for which TVA was the primary source of power 
on July 1, 1957, it can, by contract, become a power supplier, in any 
State within which it is now serving, for cities having a population 
of 5,000 or less. ‘TVA may also serve any city with a population up 
to 10,000 population in any State now served which owned its own 
distribution system on July 1, 1957. 

The permitted expansion of TVA is not required to be in territory 
contiguous to the area now served. Hence, ‘IVA transmission lines 
could be extended anywhere in the peripheral States now receiving 
service from TVA. Thus, it could add to recipients of its service 
hundreds of municipalities, as well as industrial customers, without 
exceeding the 500-square-mile limitation, even though such munici- 

alities or industrial customers are already receiving efficient service 
em investor-owned utilities or are capable of being served by them. 

Frankly, my efforts have been pointed in the direction of having 
incorporated in this legislation the substance of the gentlemen’s agree- 
ment between TVA and the private enterprise utilities which has 
permitted an orderly growth of both the investor-owned companies 
and TV A for many years. 

The Senate committee amendment, being completely devoid of re- 
strictions upon expansion by present TVA customers and lac ‘king 
any curb on resale of TVA power at wholesale to any other supplier 
of power, could have this effect : 

By the device of contracting with a customer of TVA, rather 
than with the Authority itself, any distributor of power—however 
remote from the area in which TVA power presently is being used— 
could obtain and sell TVA electric energy in any area it might 
choose. This would seem to negate the territorial restriction intent 
of the House bill. 

Inasmuch as the expansion which would be authorized by the Senate 
committee’s recommended amendment is not required to be in areas 
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contiguous to the present TVA territory, such expansion could pene- 
trate the entire service area of any utility in any one of the authorized 
States. 

Bearing in mind that a transmission line extended 100 miles along 
a right-of-way 100 feet wide would consume only 2 square miles, 
it is not difficult to visualize the extent to which existing investor- 
owned power systems would be placed under a condition of serious 
potential disruption and instability, even with a 500-square-mile limit 
on the authorized expansion in any State now served by TVA. 

There are some who believe that the Senate committee’s proposed 
version of area limitation would invite unrestricted TVA invasion 
of the territory of neighboring public utilities and unlimited raidin 
of customers now being adequately served by such investor-owne 
systems. I do not share the view that the situation would grow into 
such a monstrosity of confusion. It is not difficult, however, to 
visualize that litigation to seek judicial answers to loopholes in the 
Senate committee version of H.R. 3460 would be extensive, 
Especially would this be true if the authorized expansion is not re- 
quired to be contiguous. 

Unwarranted extension of facilities and service to meet normal 
TVA growth requirements for its basic customer area has heretofore 
been controlled by: 

(1) Appropriations by the Congress; and 
(2) A gentlemen’s nonencroachment agreement between TVA 
and the investor-owned power companies. 

Since TVA expansion would no longer be controlled through the 
appropriation procedure, it is essential that limitations compatible 
with the gentlemen’s agreement nc w existing should clearly be estab- 
lished in this legislation. 

Of course, consistent with this view TVA should be encouraged to 
serve any “islands” which now exist within its geographical operating 
area as it existed on July 1, 1957. 

JENNINGS RANDOLPH. 
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86TH CONGRESS t SENATE | REpoRT 
1st Session No. 471 





TERMS OF OFFICE MEMBERS OF CERTAIN REGULATORY 
AGENCIES 


Juty 2, 1959.—Ordered to be printed 


Mr. Macnuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 1965] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1965) to establish certain provisions with respect 
to the removal and the terms of office of the members of certain 
regulatory agencies, having considered the same, report favorably 
thereon with amendments and recommend that the bill as amended 
do pass. 

PURPOSES OF THE BILL 


This bill is designed to amend the Federal Power Act and, the 
Communications Act of 1934 so as to make uniform the termination 
of membership on the Federal Communications Commission, the 
Federal Power Commission, the Federal Trade Commission, the 
Interstate Commerce Commission, and the Civil Aeronautics Board. 


NEED FOR THE LEGISLATION 


Under existing law, members of the Interstate Commerce Com- 
mission, the Federal Trade Commission and the Civil Aeronautics 
Board, upon the termination of their appointment to office, continue 
in office until their successors have been appointed and have qualified. 
On the other hand, terms of members of the Federal Power Commis- 
sion, and the Federal Communications Commission, expire at the 
end of the term of office. 

Your committee is of the unanimous opinion that the laws governing 
these five “arms of Congress” should be uniform with respect to the 
termination of the terms of office of the members. 

Presidential nominations for appointments to the Federal Trade 
Commission, the Federal Power Commission, the Federal Communica- 
tions Commission, the Interstate Commerce Commission, and the 
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Civil Aeronautics Board, among others, come to this committee. 
One of the things that has been of some concern to your committee 
has been the situation which results when a Board or Commission is 
at less than full strength during the period between the time a mem- 
ber’s term expires and the time his successor is confirmed and takes 
his oath of office. This can, and has on occasion, made it impossible, 
particularly on a five-member Board, to reach a decision. It has 
worked delays in important pending actions. This has proven not 
only to be a handicap to the agency but may deprive the public of 
the benefits of the services which the agency by law is required to give. 

One of the complaints heard most “frequently by your committee 
has been the delays experienced in processing cases before these 
administrative agencies. The legislation herein reported should, to 
a certain degree, eliminate that type of delay which is created when- 
ever such a vacancy occurs. In addition, this bill should eliminate 
the pressures for quick and hasty action by the Senate where a nomina- 
tion is submitted a few days prior to the expiration of a member’s term. 
Under normal conditions this additional period of time should give the 
Senate adequate opportunity to perform its rightful function in more 
fully and objectively passing upon the nomination and at the same 
time it will afford the Chief Executive sufficient time to select a 
well-qualified successor. 

The statutory terms of office and the number of members of the 
regulatory agencies involved are as follows: 


| Number of | Term of 





| members | office 

| Years 
IE iki os. et eh dao bachneabeiuiediaien Juman aan whdlesadmiabis 5 | 6 
Federal Communications Cx AION 228 OC ano RIL OEs Ld ghee Yaaae — abner 7 7 
Fader: Perey Capra sc nine eee cecil). bb kn ces gee 5 5 
PE 2 ee CIO nk cvnccinn dns bn ahd Gia teddutennnhtieddebeseetiod 5 7 
FE KORINE UNE IIIIONL, 6g cocoa cadenmesankabiieusadaewadanendeadedneona 1 7 


All of the acts provide that in the case of an unexpired term of office, 
the nomination shall be for the balance of the term of office involved. 
This bill makes no change in the actual statutory term of office. 
Prior to the enactment of the Federal Aviation Act of 1958, the 
terms of the members of the Civil Aeronautics Board expired at mid- 
night on the last day of their term of office. Before the Congress 
enacted the Federal Aviation Act of 1958, the Board had experienced 
the following periods of vacancy of members since 1941: 





Date term expired | Date successor | Days of 


took oath | vacancy 











BN Ne i acer rian ince Sergreteslg prea ealnsinieateeclgcaal eins tabldini atemateinsig ede adaption: Apr. 4, 1957 93 
i nr sc ccccabenn acs chadaeeiien eee oe eae June 11, 1956 162 
I Tn a a ea ee ee ie 8 ee Mar. 1,1955 59 
I a elena ieee ie ee ee ee Feb. 6,1951 36 
RI oa 5 ain hc iccenceniaheonitcsivm cenmbabid abe wee Apr. 6, 1948 96 


BADE DANN tannic aantdn doendchuineiengetepesdetsneanieaeupebvbegenes Jan. 15, 1942 14 
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A similar table for the Federal Power Commission discloses the fol- 
lowing periods when the Commission was not at full strength: 

















Date succes- | Days of 
Date term expired sor took vacancy 
oath 





Ne CI iso cdi dncatdd stb dbhndaeewatendnscdcwedacdeweiidaknheeeasedete Aug. 13, 1934 52 
DOG Se TOED. us codeenceneountaebaneanhhobnnniannnamennateldenbeeaememenitintien July 10, 1942 18 
BE ROU acencncccccednneccseossbesdntdussacegsera dungeuseemeanateadahanaatn July 9, 1952 17 
NN Tee BOG igi de ents nncderitidbarstbinchésndensesetndbsbeedbadadeabhobecine Aug. 17,1953 56 
BE EE BOO Raat adnccescensecctadeatunbenbeacadmmnsingimdinditetdimomudimeilieed July 9,1954 17 


. 16,1957 














In its report on this legislation, the Commission advised that ‘“This 
situation has on occasion made it impossible to reach a decision in a 
particular case, * * *.” 

Your committee is of the firm opinion that these “arms of Congress”’ 
should be kept at full strength, and that the laws governing the terms 
of office of the members thereof should be uniform. 

We urge the enactment of the bill. 


AMENDMENTS 











The bill, as introduced, also would have made uniform the Presi- 
dent’s power to remove from office a board or commission member for 
“inefficiency, neglect of duty, or malfeasance in office.’ Under exist- 
ing law members of the Interstate Commerce Commission, the Federal 
Trade Commission, and the Civil Aeronautics Board may be so 
removed. The quoted language is not contained in the acts governing 
the Federal Communications Commission and the Federal Power 
Commission. 

Your committee believes that the power to remove from office 
should be the subject of further study in view of recent decisions of 
the Federal courts (Myers v. U.S., 272 U.S. 52; Humphrey’s Executor 
v. U.S., 295 U.S. 602; Weiner v. U.S., 357 U.S. 349). Accordingly 
this portion of the bill has been stricken. 

The title of the bill has been changed to better describe its purpose. 

















AGENCY COMMENT 





The Comptroller General, the Federal Power Commission, and the 
Federal Communications Commission favor enactment of the bill. 

The Federal Communications Commission advised your committee 
of its position by telephone. The reports of the Comptroller General 
and the Federal Power Commission follow: 


CoMPTROLLER GENERAL OF THE UNITED STATEs, 

Washington, D.C., May 27, 1959. 
Hon. Warren G. Macnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 


U.S. Senate. 


Drar Mr. CuarrMan: Your letter of May 18, 1959, requests our 
views on S. 1965. 
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The bill would amend the Federal Power Act and the Communica- 
tions Act of 1934, so as to provide for the removal by the President of 
Commissioners of the Federal Power Commission and the Federal 
Communications Commission for inefficiency, neglect of duty, or 
malfeasance in office and to authorize such Commissioners upon expira- 
tion of their terms to continue to serve until their successors are 
appointed and have qualified. 

The apparent purpose of the proposed legislation is to have provi- 
sions of i concerning expiration of terms and removal from office of 
Commissioners of the Federal Power Commission and the Federal 
Communications Commission similar to those now in existence for 
Commissioners of the Federal Trade Commission and members of the 
Civil Aeronautics Board. 

We see no reason why the provisions regarding expiration of terms 
and removal from office of Commissioners of the so-called regulatory 
agencies should not be the same. Therefore, we recommend enact- 
ment of S. 1965. Concerning removals from office we refer you to the 
recent case of Wiener v. United States, Docket No. 52, Supreme Court 
of the United States, October term 1957. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


UnitTep States OF AMERICA, 
FEDERAL PowErR ComMIssION, 
June 28, 1959. 


Report on S. 1965, 86TH Concress, a Brut To Estasiisn Cmrrain 
Provisions With Respect To THE REMOVAL AND THE TERMS OF 
OFFICE OF THE Members OF CERTAIN REGULATORY AGENCIES. 


Section | of this bill would amend the Federal Power Act to provide 
that a Federal Power Commission Commissioner, upon the expiration 
of his term of office, shall continue to serve until his successor is ap- 
ointed and has qualified. This section would also authorize the 
resident to remove any Commissioner for inefficiency, neglect of 
duty, or malfeasance in office. 

Enactment of the bill would avoid situations where the Commission 
is at less than full statutory strength during the period between the 
time a member’s term expires and the time his successor is confirmed 
and takes his oath of office. Our records indicate that the Com- 
mission in years past has experienced the following periods of vacancy: 


Date term expired 





Date successor| Days of 
took oath vacancy 











UNITE IIIT 0 th iesnicuniai belie rn nti tanstid alist nin edamame Aug. 13, 1934 82 
a al ee SE ee July 10, 1942 18 
UN FE BES. cinemas Abettininn dnnithindithice teed dai cacatidelGei« dian sabe July 9, 1952 7 
III 5c Re ccna che aammaaened disteedadiaeeae kaa Aug. 17, 1953 56 
I a en ne July 9, 1954 17 
DE UT & wc chciuscnbuscbnieuntendaiecenion mueeaiadiaiwmelliieiaadie ain ok eee . 16.1957 







This situation has on occasion made it impossible to reach a de- 
cision in a particular case, and may cause delays in important pend- 
ing actions, thus depriving the public of the benefits of the services 
which the Commission was established to perform. 
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With respect to the removal power of the President (p. 1, line 9 
through p. 2, line 2), the amendment, together with the one to the 
Communications Act of 1934 also proposed in the bill, will make the 
provisions of the various regulatory commission acts uniform in 
this regard. 

We recommend enactment of section 1 of the bill and would have 
no objection to section 2. 


Wiuiram R. Comioue, Acting Chairman. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italic and 
existing law in which no change is proposed is shown in roman): 


FrperRAL Power Act 


* x * * 


FEDERAL POWER COMMISSION; CREATION; NUMBER, APPOINTMENT; 
TERM; QUALIFICATIONS; VACANCIES; QUORUM; CHAIRMAN; SALARY; 
PLACE OF HOLDING SESSIONS (16 U.S.C. 792) 


A commission is hereby created and established, to be known as 
the Federal Power Commission Giereinafter referred to as the “com- 
mission’’) which shall be composed of five commissioners who shall be 
appointed by the President, by and with the advice and consent of 
the Senate, * * *. 

The commissioners * * * shall be appointed each for a term of five 
years from the date of the expiration of the term for which his prede- 
cessor was appointed, except that any person appointed to fill a 
vacancy occurring prior to the expiration of the term for which his 
predecessor was appointed shall be appointed only for the unexpired 
term of such predecessor. Upon the expiration of his term of office, a 
Commissioner shall continue to serve until his successor is appointed and 
has qualified. Not more than three of the Commissioners shall be 
appointed from the same political party. * * * 


Tue Communications Act or 1934, As AMENDED 
~ . * * * * io 


Src. 4. Federal Communications Commission; composition and 
provisions relating thereto generally (47 U.S.C. 154). 

(a) The Federal Communications Commission (in this chapter 
referred to as the ‘“(Commission’’) shall be composed of seven com- 
missioners appointed by the President, by and with the advice and 
consent of the Senate, one of whom the President shall designate as 
chairman. 

(b) Each member of the Commission shall be a citizen of the 
United States. * * * Not more than four members of the Commis- 
sion shall be members of the same political party. 
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(c) The commissioners first appointed under this chapter shall con- 
tinue in office for the terms of one, two, three, four, five, six, and 
seven years, respectively, from the date of the taking effect of this 
chapter, the term of each to be designated by the President, but their 
successors shall be appointed for terms of seven years; except that 
any person chosen to fill a vacancy shall be appointed only for the 
unexpired term of the commissioner whom he succeeds. No vacaney 
in the Commission shall impair the right of the remaining commis- 
sioners to exercise all the powers of the Commission. Upon the ez- 
piration of his term of office, a Commissioner shall continue to serve 
until his successor is appointed and has qualified, 


O 
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86TH CONGRESS t SENATE | Report 
Ist Session No. 472 


AMENDING THE ACT ENTITLED “AN ACT TO REGULATE THE 
PLACING OF CHILDREN IN FAMILY HOMES, AND FOR OTHER 
PURPOSES,” APPROVED APRIL 22, 1944, AS AMENDED, AND FOR 
OTHER PURPOSES 


Juty 2, 1959.—Ordered to be printed 


Mr. Morsg, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany S. 746] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 746) to amend the act entitled “An act to regulate the 
placing of children in family homes, and for other purposes,” approved 
April 22, 1944, as amended, and for other purposes, after full consid- 
eration, report favorably thereon with amendments, and recommend 
that the bill as amended do pass. 

The amendments are as follows: 

Page 3, line 15, strike the word “court.” and insert in lieu thereof 
“court.’.” 

Page 4, lines 1 through 16, strike all of section 3. 

The purpose of this bill is to amend the act regulating the placing 
of children in family homes (approved April 22, 1944), so as to accom- 
plish the following: 

(1) Permit the acknowledgment of the relinquishment of parental 
rights before a person authorized to administer oaths as well as before 
a representative of a licensed child-placing agency. This change 
would obviate the present necessity of either having a mother who 
has left this jurisdiction having to return to effect the relinquishment, 
or the alternative of having a representative of a licensed agency 
travel to the new home of the mother for the purpose of witnessing 
the acknowledgment; and 

(2) Permit the Commissioners of the District to delegate their 
authority contained in existing law to execute agreements with any 
person, firm, corporation, association, or public agency authorized 
by a State or country for the care and placement of minors to allow 
the person, agency, etc., to place nonresident children in foster or 
adoption homes in the District. 
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The bill as introduced contained a section which the committee, 
after careful consideration, deleted from the measure as reported. 
This section would have removed from existing law the provision that 
requires the consent of the natural father to the adoption of the child, 
if the child had been legitimated under the laws of any jurisdiction. 
The committee developed during the hearings that the application 
of the provision in question had not, in fact, been the source of any 
difficulty in court proceedings. While the committee appreciates the 
desire on the part of the proponents of the deleted section to guard 
against unanticipated contingencies, the committee is of the opinion 
that the court is vested with ample authority under existing law to 
proceed to place the child for adoption without the consent of the 
parent in cases such as those in which the parent cannot be located, 
the parent has abandoned or failed to support the child, or where the 
court has found that despite lack of parental consent it is in the best 
interests of the child to be placed for adoption. 

Portions of a letter addressed to the President of the Senate under 
date of January 15, 1959, signed by the President of the Board of 
Commissioners of the District of Columbia, which accompanied the 
draft legislation and which explains the provisions of the bill, are 
made herewith a part of this report: 

The first section of the bill would, in certain situations, 
authorize an acknowledgment of the relinquishment of 
parental rights before a person authorized by law to ad- 
minister an oath, as an alternative to an acknowledgment 
before a representative of the licensed child-placing agency. 
Under present law such relinquishment may be acknowledged 
only before a representative of the child-placing agency. 
Ordinarily, the unwed mother is present in the District of 
Columbia and her reinquishment can be acknowledged before 
a representative of the child-placing agency. Sometimes, 
however, before such relinquishment can be taken, the 
mother is called upon to leave the District of Columbia. 
This frequently occurs in the case of nonresident unwed 
mothers because of family emergencies. In such cases, it 
would appear to impose a hardship to require the mother to 
return to the District of Columbia to sign her relinquishment 
before a representative of a child-placing agency, or to require 
a representative of such agency to go to the foreign jurisdic- 
tion to witness such relinquishment. 

Under present law authority exists in the Commissioners 
to execute agreements with any person, firm corporation, 
association, or public agency licensed or authorized by a 
State or country for the care and placement of minors 
permitting such person, firm, corporation, association, or 
public agency to place nonresident children in foster or 
adoption homes in the District of Columbia. The power of 
the Commissioners to delegate their authority to execute such 
agreements is doubtful. Experience indicates the desirability 
of delegating this authority. The second section of the bill 
authorizes such delegation. 

It is anticipated that there will be some decrease in cost 


to the District of Columbia as a result of enactment of the 
bill. 


No witnesses appeared in opposition to the proposed bill. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed i is shown in roman): 


(58 Stat. 194; 68 Stat. 248; 70 Stat. 113) 


Src. 6. (a) Whenever a licensed child-placing agency shall have 
been given the permanent care and guardianship of any child and the 
rights of the parent or parents of such child shall have been terminated 
by order of a court of competent jurisdiction or by a legally executed 
relinquishment of parental rights, the agency is vested with parental 
rights and may consent to the adoption of the child pursuant to the 
statutes regulating adoption procedure. Minority of a natural parent 
shall not be a bar to such parent’s relinquishment to a licensed agency. 
Any relinguishment of parental rights other than by court order as 
provided [above, ] in this subsection may be revoked upon the written 
consent of all the parties to said relinquishment and any such relin- 
quishment may be transferred from one licensed child-placing agency 
to another licensed child-placing agency, in which case the second 
agency shall assume all the rights and duties of the first agency. For 
the purposes of this section, ‘licensed child-placing agency’ shall mean 
any child-placing agency licensed pursuant to this ‘Act or any child- 
placing agency licensed or authorized [by another State or country 
for the care and placement of minors. Such transfer or relinquish- 
ment shall be filed in the Domestic Relations Branch of the Municipal 
Court for the District of Columbia, as hereinafter provided in this 
section. 

[Except in proceedings for adoption no parent may voluntarily 
assign or otherwise transfer to another his rights and duties with 
respect to the permanent care and control of a child under sixteen 
years of age unless such relinquishment of parental rights is made to 
a licensed child-placing agency. Such relinquishment of parental 
rights shall be a statement in writing signed by the person relin- 
quishing such parental rights who shall subscribe his name thereto 
and acknowledge the same before a representative of the licensed 
child-placing agency in the presence of at least one witness. Said 
relinquishment of parental rights shall be recorded and filed in a 
properly sealed file in the Domestic Relations Branch of the Municipal 
Court for the District of Columbia. ‘The seal of said file shall not 
be broken except for good cause shown and upon the written order 
of a justice of said court.] by any State, Territory, or possession of the 
United States, by the Commonwealth of Puerto Rico, or by any foreign 
country or any state, province, or other governmental division of any 
foreign country for the care and placement of minors. Such transfer or 
relinquishment shall be filed in the domestic relations branch of the 
municipal court for the District of Columbia, as hereinafter provided in 
this section. Except in proceedings for adoption, no parent may volun- 
tarily assign or otherwise transfer to another his rights and duties with 
respect to the permanent care and control of a child under sixteen years 
of age unless such relinquishment of parental rights is made to a licensed 
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child-placing agency. Such relinquishment of parental rights shall be 
a statement in writing signed by the person relinquishing such parental 
rights who shall subscribe his name thereto and acknowledge the same 
before a representative of the licensed child-placing agency in the presence 
of at least one witness, or before a person authorized by law to administer 
an oath. Said relinquishment of parental rights shall be recorded and 
filed in a properly sealed file in the domestic relations branch of the 
municipal court for the District of Columbia. The seal of said file shall 
not be broken except for good cause shown and upon the written order of 
a judge of said court. 

(b) The Commissioners or their designated agents are empowered 
to accept permanent care and guardianship of any child by a legall 
executed relinquishment of parental rights and when vested with ay 
parental rights shall exercise them in the same manner as prescribed 
herein for a licensed child-placing agency. Such parental relinquish- 
ment taken by the Commissioners or their designated agents shall be 
subject to the same rights and requirements as to form, transfer, and 
disposition as are prescribed herein for a licensed child-placing agency. 

* * * * * * * 


Szc. 18. As used in this Act, the term “Commissioners” means the 
Board of Commissioners of the District of Columbia or their designated 
agents. The performance of any function vested by this Act in the Board 
of Commissioners or in any office or agency under the jurisdiction and 
control of said Board of Commissioners may be delegated by said Board 
of Commissioners in accordance with section 3 of Reorganization Plan 
Numbered 5 of 1952 (66 Stat. 824). 


O 
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86TH CONGRESS ( SENATE { REPoRT 
1st Session No. 473 


REPEALING THE ACT APPROVED MARCH 83, 1897, AND TO AMEND 
THE ACT APPROVED DECEMBER 20, 1944, RELATING TO FEES 
FOR TRANSCRIPTS OF CERTAIN RECORDS IN THE DISTRICT OF 
COLUMBIA 


Juty 2, 1959.—Ordered to be printed 


Mr. Morss, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8. 1371] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1371) to repeal the act approved March 3, 1897, and to 
amend the act approved December 20, 1944, relating to fees for 
transcripts of birth and death certificates in the District of Columbia, 
after full consideration, report favorably thereon with amendments 
and recommend that the bill as amended do pass. 

The amendment to the text of the bill is as follows: 

Page 2, lines 3, 4, and 5, strike the words “inserting immediately 
after ‘by the District of Columbia,’ the following: ‘including, but not 
limited to, transcripts of records of births and deaths,’ ”’, and insert 
in lieu thereof the following: 


striking out “such fees to be paid to the Collector of Taxes 
and” and inserting in lieu thereof the following: ‘including, 
but not limited to, transcripts of records of births and deaths. 
No one transcript shall be made so as to apply to more than 
one birth or death. No fee shall be charged for certificates, 
copies or transcripts furnished the various departments of 
the United States Government for official purposes. Such 
fees shall not exceed the reasonably estimated cost of pro- 
viding such copies, certificates, and transcripts, and shall be”. 


The amendment to the title is to make it more descriptive of the 
purposes of the bill. 

The purpose of the bill, as amended, is to repeal the act approved 
March 3, 1897, and to amend the act approved December 20, 1944, 
relating to fees for transcripts of certain records in the District of 
Columbia, so as to require that the Commissioners of the District of 
Columbia in establishing fees to be charged for the reproduction of 
certificates, copies, and transcripts of official records, to set such fees 
at an amount that shall not exceed the reasonably estimated cost of 
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providing the reproductions. The legislation also places the issuance 
of copies of official records of births and deaths in the District of 
Columbia in the same category as the issuance of copies of other 
official records. Reproduction of records for Federal agencies without 
charge, now provided under existing law, would be retained in the 
measure as reported. 

It was pointed out in the course of testimony taken in hearings that 
under existing law a fixed fee of 50 cents must be charged for the 
issuance of a copy of a birth or death record. In fiscal year 1958, 
according to a communication from the District government, the 
cost of reproducing the records of births and deaths exceeded the 
return to the District by way of fees, by a sum amounting to $3,450. 

It was further indicated to the committee that unless remedial 
action were taken by the Congress, it would be reasonable to expect 
this annual deficit to continue to grow, since the deficit for 1958 does 
not fully reflect the cost for a full year of recent salary and postal rate 
increase legislation. 

It is the understanding of the committee that the fees to be set in 
accordance with the proposed legislation will reflect with reasonable 
accuracy the cost of providing the services to the public. 


CHANGES 





IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


(29 Stat. 695) 


[That the commissioners of the District of Columbia be, and they 
are hereby authorized and directed to collect a fee of fifty cents, to 
be paid to the collector of taxes, and by him to be deposited in the 
United States Treasury to the credit of the District of Columbia for 
each transcript from the records of births, deaths, and marriages 
in the health department of said District. Provided, That no one 
transcript shall be made so as to apply to more than one birth, death 
or marriage: And provided further, That no fee shall be charged for 
transcripts furnished the various departments of the United States 
government for official purposes. 

[Sec. 2. That this Act shall take effect thirty days after its 
passage. ] 

(58 Stat. 819) 


(g) To fix, assess, and collect fees for copies of orders, regulations, 
permits, certificates, and transcripts of records furnished by the 
District of Columbia [such fees to be paid to the Collector of Taxes 
and] including, but not limited to, transcripts of records of births and 
deaths. No one transcript shall be made so as to apply to more than one 
birth or death. No fee shall be charged for certificates, copies or transcripts 
furnished the various departments of the United States Government for 
official purposes. Such fees shall not exceed the reasonably estimated 
cost of providing such copies, certificates, and transcripts, and shall be 
deposited in the Treasury of the United States to the credit of the 
District of Columbia. 
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86TH CONGRESS SENATE REPorRT 
Ast Session No. 474 











EXTENDING THE TIME FOR COMMITMENT OF VESSEL 
CONSTRUCTION RESERVE FUNDS 









Juty 6, 1959.—Ordered to be printed 


Mr. Magnuson, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


(To accompany S. 2013] 










The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 2013) to amend section 511(h) of the Merchant 
Marine Act, 1936, as amended, in order to extend the time for com- 
mitment of construction reserve funds, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE 


OF THE BILL 






















S. 2013 would amend section 511(h) of the Merchant Marine Act 
of 1936, as amended, in order to afford shipowners additional time for 
commitment of construction reserve funds. Under section 511 of the 
act operators of vessels in domestic or foreign trade or in fisheries are 
permitted to set up a construction reserve fund, in which may be 
deposited earnings from vessel operations (and earnings from 
previously dovetail construction reserve funds); proceeds from the 
sale of vessels and indemnities upon the loss of vessels. In respect to 
vessels sold or lost, no gain is recognized in the computation of net 
income if an amount equal to the net proceeds or net indemnity is 
deposited in the construction reserve fund. However, the tax basis 
of a new vessel purchased with such untaxed gain is reduced by the 
amount of the untaxed gain so used. 

The vessel owner must, within 2 years, commit for construction, or 
expend for the purchase of new vessels, the amounts deposited in the 
construction reserve fund However, the date for obligating the 
funds may be extended for an additional 2-year period under regula- 
tions prescribed jointly by the Maritime Administration and the 
Secretary of the Treasury. 

The proposed extension of time sought in S. 2013 is intended to 
apply particularly to $1,600,000 of reserve funds of American- 
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Hawaiian Steamship Co. which would be required to be committed 
under present law by July 9, 1959. The balance of their deposits, 
some $9,400,000, must be committed between February and November 
in 1961. Even though, prior to passage of this bill, the date of com- 
mitment will have elapsed, the Secretary of Commerce would be 
authorized to grant a further extension, which would be effective as 
though the period of commitment had not elapsed. 

Specifically, the bill would provide that until January 1, 1961, in 
addition to the extensions hereinbefore permitted, further extensions 
. may be granted ending not later than December 31, 1961. It is further 
provided that the act shall take effect June 30, 1959, or on the date 
of enactment of the act, whichever date first occurs. 


REASON FOR THE BILL 


The American-Hawatian Steamship Co. has been, since 1900, an 
important factor in the Nation’s coastal, intercoastal and Hawaiian 
trades. At the outset of World War I it operated about 25 percent 
of the total freighter tonnage under U.S. registry. These vessels were 
of great value to the war effort, as were the 32 large freighters made 
available to the Government by American-Hawaitian in World War II. 
Twenty-two of these vessels were lost in the war, or requisitioned for 
title by the Government, and the indemnities received for the vessels 
were inadequate for a vessel replacement program at the high postwar 
construction costs. 

After World War II, it was testified at the public hearings, the 
company made several efforts to resume service, first, as agents for 
the Government, then with chartered vessels, later with vessels pur- 
chased from the Government. Finally, it embarked upon an ambitious 
program, intended to include 10 high-speed trailerships, but after 
expending almost $1 million for designing, found the construction 
costs too high for the program to be economically sound. In April of 
this year, application was made with the Maritime Administration 
for Federal mortgage insurance to cover four trailerships, modifica- 
tions of earlier designs, for operation in intercoastal trade. Enactment 
of S. 2013 is necessary, however, to provide time for finalizing the 
vessel design and procuring the additional financing that will be 
required. 

PROS AND CONS OF THE LEGISLATION 


Extension of the period for commitment of the construction reserve 
funds directly involved would not establish a precedent. As pointed 
out in the Comptroller General’s report on the billi— 


Authority to grant additional extensions during spec‘fied 
periods has been granted at various times in the past by 
similar amendments to section 511(h). 


The report of the Secretary of the Treasury offers no objection to 
enactment of S. 2013, stating— 


* * * the Department would normally object in principle to 
further extensions. It is, however, cognizant of the unusual 
circumstances surrounding the efforts of the American- 
Hawaiian Steamship Co. to acquire vessels appropriate for 
the intercoastal trade as explained by you in the Congres- 
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sional Record (p. 7692) for May 20, 1959, and as supple- 
mented by information supplied to the Department by the 
Maritime Administration. It appears that the company is 
proceeding as expeditiously as practicable with completing 
arrangements for the acquisition of new vessels. In view of 
these circumstances the Department would interpose no ob- 
jection to the enactment of S. 2013. 


Justification for favorable action on the bill is advanced by the 
Department of Commerce in its report, as follows: 


American-Hawaiian Steamship Co. * * * testified at the 
hearing that the tax on their approximately $11 million of 
deposits in construction reserve funds will be approximately 
$2,500,000 if the time to expend and obligate these funds 
elapses before such funds can be invested in vessels. This is 
25 percent of a capital gain of $10 million. 

If this $10 million is invested in ships without payment of 
the capital gains tax, the ships will lose their basis for de- 
preciation to the extent of $10 million and American- 
Hawaiian Steamship Co. (if it makes sufficient earnings with 
the vessels, and if tax rates remain the same) would there- 
fore pay $5,200,000 in additional ordinary income taxes over 
the life of the vessels in lieu of the capital gains tax of 
$2,500,000. 

The Department believes that the extension of time within 
which to expend or obligate the construction reserve funds 
involved, for the limited additional period provided in the 
bill, should encourage the construction of some new modern 
tonnage by unsubsidized companies, and therefore recom- 
mends enactment of the bill, S. 2013. 


While the matter of tax revenue to the Government, which this bill 
would defer, has some immediate significance, the long-range return to 
the Government in all likelihood will be far greater if all the company’s 
construction funds are permitted to be invested in the proposed 
trailerships. 

Because all of the money in the company’s reserve fund are from 
vessel sales or indemnities from losses of vessels, they are subject, if 
withdrawn, to the 25 percent capital gains tax. When the funds are 
invested in new vessels, however, the depreciation basis of the vessels 
immediately is reduced by the amount of the funds invested therein. 
To the extent that the use of such funds reduces the depreciation 
deduction normally allowed a taxpayer on his vessel any profit on his 
new ship becomes subject to a lesser depreciation expense and thereby 
becomes subject to the normal 52 percent corporation tax rather than 
the 25 percent capital gains tax. 

In addition, over the normal 20 year lifespan of the new vessels, cor- 
poration taxes on earnings thereof, plus taxes on the incomes of com- 
pany officials, employees and vessel crews would far outweight, in all 
probability, the instant loss of revenue to the Government as a result 
of the tax deferral sought under the bill. 
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The reports of the interested Government departments and of the 
Comptroller General follow: 


Tuer SECRETARY OF COMMERCE, 
Washington, July 2, 1959. 
Hon. WarrEN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear Mr. CuarrMan: This letter is in reply to your request of 
May 21, 1959, for the views of this Department with respect to S. 2013, 
a bill to amend section 511(h) of the Merchant Marine Act, 1936, as 
amended, in order to extend the time for commitment of construction 
reserve funds. 

Section 511 of the Merchant Marine Act, 1936, authorizes an 
citizen of the United States to deposit in a construction reserve fund, 
for the purpose of constructing, reconstructing, or reconditioning ves- 
sels, (1) the proceeds of sale of vessels, (2) indemnities for the loss of 
vessels, (3) earnings from the operation of American-flag vessels, and 
(4) earnings made on amounts deposited in the fund. 

No tax consequences ensue from the deposit in the fund of earnings 
from the operation of American-flag vessels or of earnings made on 
amounts deposited in the fund except that they will not be considered 
unreasonable accumulations of earnings. 

Section 511(c), however, provides that if the taxpayer deposits in 
the fund the net proceeds of sale or net indemnity for loss of a vessel, 
no gain shall be recognized to the taxpayer for Federal income tax 
purposes with respect to such sale or loss if the taxpayer so elects on 
his income tax return. Thus the gain on the transaction would not 
be required to be included in the taxpayer’s taxable income. 

Section 511(d) provides that any vessel constructed, reconstructed, 
or reconditioned with such deposits of proceeds of sale or indemnity 
shall lose its basis for depreciation to the extent such deposits consist 
of unrecognized gain. ‘The income tax of 25 percent on the unrecog- 
nized gain is thus deferred and the taxpayer ultimately pays in lieu 
of this tax (assuming he has sufficient earnings) a tax of 52 percent 
on an amount of ordinary income equal to the unrecognized gain. 

Section 511(g) provides that the tax deferment of the proceeds of 
sale or indemnity will be lost, and the capital gains tax thereon will 
become payable. unless the deposit is expended (or obligated for 
expenditure), for the construction, reconstruction or reconditioning 
of vessels within 3 years of the date of such deposit. Section 511(h) 
provides that the Secretary of Commerce may extend this period for 
2 additional years. 

The act of December 23, 1944 (58 Stat. 90), added a proviso to 
section 511(h) to provide that, in addition to the foregoing extension, 
additional extensions could be granted which would end not later 
than 6 months after termination of the war. Public Law 586, 82d 
Congress (66 Stat. 760), amended this proviso to provide that further 
extensions could be granted that would end not later than September 
30, 1953, and this is the presently existing provision of the proviso. 
All extensions which were granted under this proviso, of course, 
expired in 1953. 

The bill would amend the foregoing proviso to provide that further 
extensions of time in which to expend or obligate deposits may be 
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granted but such extensions shall end not later than December 31, 
1961. 

As of June 1, 1959, there was $14,514,823.93 on deposit in con- 
struction reserve funds belonging to eight corporations. Two of 
these construction reserve funds, in the amount of $1.80 and $7,495.92, 
contain no tax deferred funds. The other six construction reserve 
funds contain deposits which were made on various dates between 
July 9, 1954, and March 30, 1959, and the time within which to expend 
or obligate these deposits (after extensions authorized under existing 
law have been granted) will expire on various dates between July 9, 
1959, and March 30, 1964. 

The American-Hawaiian Steamship Co. is the only company that 
appeared at the subcommittee hearing. The bill would authorize 
an extension of time in which to expend or obligate seven deposits 
(aggregating $11,645,401.96) which that company has made in its 
construction reserve funds, such authorized extension to be for 
approximately the following periods, respectively: 2 months; 3 
months; 6 months; 8 months; 9 months; 10 months; and 30 months. 

In addition the bill would authorize an extension of time to expend 
or obligate three deposits (aggregating $1,154,500) made by two other 
corporations, such authorized extension to be for approximately the 
following periods: 3 months; 17 months; and 20 months. 

American-Hawaiian Steamship Co. has on file with the Maritime 
Administration an application for title XI mortgage insurance to aid 
in the construction of four “‘lift-on lift-off’ ships which will cost in 
the aggregate in excess of $100 million. That company testified at 
the hearing that the tax on their approximately $11 million of deposits 
in construction reserve funds will be approximately $2,500,000 if the 
time to expend and obligate these funds elapses before such funds 
can be invested in vessels. This is 25 percent of a capital gain of 
$10 million. 

If this $10 million is invested in ships without payment of the capital 
gains tax, the ships will lose their basis for depreciation to the extent 
of $10 million, and American-Hawaiian Steamship Co. (if it makes 
sufficient earnings with the vessels, and if tax rates remain the same) 
would therefore pay $5,200,000 in additional ordinary income taxes 
over the life of the vessels in lieu of the capital gains tax of $2,500,000. 

The Department believes that the extension of time within which 
to expend or obligate the construction reserve funds involved, for the 
limited additional period provided in the bill, should encourage the 
construction of some new modern tonnage by unsubsidized companies, 
and therefore recommends enactment of the bill, S. 2013. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this letter to your committee. 

Sincerely yours, 
Freperick H. MueELLEr, 
Acting Secretary of Commerce. 
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OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, June 29, 1959. 
Hon. Warren G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
New Senate Office Building, Washington, D.C. 


My Dear Mr. Cuarrman: This is in response to your request for 
the Department’s views on S. 2013, to amend section 511(h) of the 
Merchant Marine Act, 1936, as amended, in order to extend the time 
for commitment of construction reserve funds. 

Section 511 of the Merchant Marine Act, 1936, as amended, per- 
mits any citizen operating a vessel in domestic or foreign commerce 
or in the fisheries to create a construction reserve fund and deposit 
therein (1) proceeds from the sale of vessels; (2) indemnities upon the 
loss of a vessel; (3) any earnings derived from shipping operations; 
and (4) earnings upon payments previously deposited in the fund. 
No gain is recognized for tax purposes upon the sale or loss of a vessel 
if the net proceeds or net indemnity is deposited in the construction 
reserve fund and if the taxpayer elects to treat such gains as not recog- 
nized. The amount of the untaxed gain then serves to reduce the 
basis of a new vessel subsequently purchased with such gain. More- 
over, amounts deposited in the construction reserve fund are exempt 
from the application of section 531-537 of the Internal Revenue Code 
pertaining to the improper accumulation of surplus by corporations. 

Amounts deposited in the construction reserve fund must be com- 
mitted or expended for the acquisition of new vessels within 2 years 
from the date of the deposit except that the date for obligating these 
funds may be extended for an additional 2-year period under regula- 
tions prescribed jointly by the Maritime Commission and the Secre- 
tary of the Treasury. Present section 511(h) permits until March 31, 
1953, further extensions to be granted ending not later than September 
30, 1953. The bill S. 2013 would permit until January 1, 1961, still 
further extensions to be granted ending not later than December 31, 
1961. 

As of June 1, 1959, the balances in section 511 construction reserve 
funds aggregated approximately $14,500,000. Approximately $11.6 
million or 80 percent of the aggregate represents deposits made by the 
American-Hawaiian Steamship Cos. of New York and Delaware, con- 
sisting principally of the proceeds of the sale of vessels. The time 
limitations on parts of these funds prescribed by section 511 expire 
at various times between July and November 1959, whereas arrange- 
ments for mortgage insurance and financing of the acquisition of the 
vessels for which the funds are being held will reportedly not be 
completed until sometime in 1960. The purpose of S. 2013 is to 
extend the time limitation on deposits in the construction reserve 
fund to accommodate this financing schedule. 

The purpose of the time limitation within which these deposits 
must be obligated is to insure that the gains and income on which 
taxes are deferred are in fact used for fleet modernization. In pre- 
scribing the schedule contained in section 511 Congress can be assumed 
to have been guided by evidence that it would afford ship operators 
adequate time to complete arrangements for the acquisition of new 
vessels. Presumably also, operators who availed themselves of these 
provisions were familiar with the statutory requirements. Under 
these circumstances the Department would normally object in prin- 
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ciple to further extensions. It is, however, cognizant of the unusual 
circumstances surrounding the efforts of the American-Hawaiian 
Steamship Co. to acquire vessels appropriate for the intercoastal trade 
as explained by you in the Congressional Record (p. 7692) for May 
20, 1959, and as supplemented by information supplied to the De- 
partment by the Maritime Administration. It appears that the com- 
pany is proceeding as expeditiously as practicable with rae 


arrangements for the acquisition of new vessels. In view of these 
circumstances the Department would interpose no objection to the 
enactment of S. 2013. 
The Bureau of the Budget has advised the Treasury Department 
that there is no objection to the submission of this report. 
Sincerely yours, 
Davin A. Linpsay, 
Assistant to the Secretary. 





ComPpTROLLER GENERAL OF THE UNITED STATES, 
Washington, June 22, 1969. 
Hon. Warren G. Macnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 


Drar Mr. Cnratrman: Your letter dated May 21, 1959, acknowl- 
edged May 22, requests our comments on S. 2013, 86th Congress, a 
bill to amend section 5il(h) of the Merchant Marine Act, 1936, as 
amended, in order to extend the time for commitment of construction 
reserve funds. 

Section 511 of the Merchant Marine Act, 1936, is intended to pro- 
vide an incentive for the construction, improvement, or acquisition 
of American vessels for operation in foreign or domestic commerce of 
the United States without operating-differential subsidy aid by 
allowing the operators certain Federal tax benefits based upon the 
amount and nature of deposits made in @ construction reserve fund 
and their subsequent use for the purposes and within the time limits 
specified in the act. Under subsection (h) thereof, the Maritime 
Administrator is authorized to grant extensions of time for the use of 
such deposits, ‘“* * * but such extension shall not be for an aggregate 
additional period in excess of 2 years with respect to the expenditures 
or obligations of such deposits or more than 1 year with respect to the 
progress of such construction * * *.” 

S. 2013 would provide that until January 1, 1961, further extensions 
may be granted for a period beginning upon its enactment or on June 
30, 1959, whichever is earlier, and ending December 31, 1961. 

Authority to grant additional extensions during specified periods 
has been granted at various times in the past by similar amendments 
to section 511(h). However, we have no information concerning the 
need for the amendment which is now proposed and, since the desira- 
bility of such amendment would appear to involve questions of policy 
for determination by the Congress, we make no recommendation 
concerning enactment of S. 2013. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 








8 COMMITMENT OF VESSEL CONSTRUCTION RESERVE FUNDS 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which 
no change is proposed is shown in roman): 


MercuHant MarINeE Act, 1936 


(49 Stat. 1985, approved June 29, 1936) 


a * * ~ * * 7 
TITLE V—CONSTRUCTION—DIFFERENTIAL SUBSIDY 
* * * + * 7. ~ 

Sec. 51l(a) * * * 
os ” * * * > * 


Src. 511(h) The Commission is authorized under rules and regula- 
tions to be prescribed jointly by the Secretary of the Treasury and the 
Commission to grant extensions of the period within which the deposits 
shall be expended or obligated or within which construction shall 
have progressed to the extent of 5 per centum of completion as pro- 
vided herein, but such extension shall not be for an aggregate additional 
period in excess of two years with respect to the expenditure or obli- 
gation of such deposits or more than one year with respect to the 
progress of such construction: Provided, That until [March 31, 1953, 
January 1, 1961, in addition to the extensions hereinbefore permitted, 
further extensions may be granted ending not later than [September 
30, 1953] December 31, 1961. 








Calendar No. 468 


86TH CONGRESS t SENATE Report 
1st Session No. 475 





AMENDING SECTION 4 AND SECTION 6 OF 
THE ACT OF SEPTEMBER 11, 1957 


Juty 7, 1959.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H.R. 6118) 


The Committee on the Judiciary, to which was referred the bill 
(H.R. 6118) to amend section 6 of the act of September 11, 1957, 
having considered the same, reports favorably thereon with amend- 
ments and recommends that the bill do pass. 


AMENDMENTS 


1. On page 2, add the following new section 2: 


Sec. 2. Section 4 of the Act of September 11, 1957 (71 
Stat. 639) is hereby amended by striking the date “June 30, 
1959,” and inserting in lieu thereof the date “June 30, 1960,” 


2. Amend the title to read: 


A bill to amend section 4 and section 6 of the Act of 
September 11, 1957 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to extend for 2 years, with 
minor modifications, the discretionary authority vested in the Attorney 
General to grant waivers of exclusion in the case of certain aliens 
afflicted with tuberculosis. The purpose of the amendment is to 
continue for a period of 1 year the authority to issue special nonquota 
immigrant visas to certain eligible alien orphans. 


84006 
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STATEMENT 


Under the provisions of section 212(a)(6) of the Immigration and 
Nationality Act, aliens who are afflicted with tuberculosis are ineligi- 
ble to receive a visa and be admitted in the United States as per- 
manent residents. Section 6 of the act of September 11, 1957 (Public 
Law 85-316) permits the Attorney General, after consultation with 
the Surgeon General of the U.S. Public Health Service, to admit the 
spouses, parents, and minor children, including minor adopted chil- 
dren, of U.S. citizens or of aliens lawfully admitted for permanent 
residence, notwithstanding the fact that such close relatives are 
afflicted with tuberculosis. Specific safeguards are included in exist- 
ing legislation to assure that where this discretionary authority is 
exercised the public health and welfare will be protected and that 
the alien will not become a public charge. Section 6 of the act of 
September 11, 1957. will expire by its own terms on June 30, 1959. 

The administration of existing law has indicated the advisability 
of continuation of the discretionary authority vested in the Attorney 
General under section 6 of Public Law 85-316. Medical testimony 
received by the Committee on the Judiciary of the House of Repre- 
sentatives appears to justify this view, and it is believed that the 
temporary law has operated daciatwossrily and tn the interest of the 
United States. I[t is humanitarian in nature and has not adversely 
affected public health and the general welfare of the United States, 
while serving the worthy purpose of keeping fainily units together by 
preventing separation of close relatives. The Department of Justice 
recommended the enactment of a predecessor bill, H.R. 3089, under 
which the discretionary authority vested in the Attorney General 
under the special temporary law would be made part of the perma- 
nent immigration statutes. A letter from the Department of Justice 
to the chairman of the Committee on the Judiciary of the House of 
Representatives reads as follows: 


Hon. EMANUEL (ELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 


Dear Mr. Cuairman: This is in response to your request for the 
views of the Department of Justice concerning the bill (H.R. 3089) 
to amend section 212(d) of the Immigration and Nationality Act. 

The act of September 11, 1957 (Public Law 85-316, 71 Stat. 640), 
provides that notwithstanding affliction with tuberculosis, an alien 
who is the spouse or child of a U.S. citizen, or of an alien lawfully 
admitted for permanent residence, or who has a son or daughter who 
is a U.S. citizen or an alien lawfully admitted for permanent residence, 
shall, if otherwise admissible, be issued a visa and admitted for per- 
manent residence in accordance with such terms, conditions, etc., as 
the Attorney General may impose in his discretion. The Attorney 
General is required to report to Congress any case in which these 
provisions are applied. Existing law contains . time limitation, to 
wit: June 30, 1959, after which the Attorney General may not exer- 
cise this discretionary authority to waive affliction with tuberculosis 
as a ground for exclusion of an immigrant. 

The bill would remove the time limitation in existing law and would 
add the waiver provisions to the Immigration and Nationality Act as 
a new paragraph to section 212(d)(9) of that act. 
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This proposal would carry out one of the recommendations made 
by the President in his budget message to the Congress on January 
19, 1959. The provisions of existing law, which would be carried 
forward by this proposal, have operated satisfactorily and in the in- 
terest of the United States, because they are humanitarian in nature 
and of aid in keeping family units together in meritorious cases. The 
Department of Justice recommends the enactment of the bill. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely yours, 
LAWRENCE E. Watsa, 
Deputy Attorney General. 


After extensive consideration of the problem, the House committee 
decided not to recommend permanent legislation at this time, but 
reported to the House the instant bill, temporary in nature, for the 
purpose of obtaining more experience and provide for a longer trial 
period in this sensitive segment of our immigration policy. 

The committee is satisfied that in the administration of the 1957 
law, every precaution is exercised to make certain that the alien who 
is afflicted with tuberculosis and who is being permitted to enter the 
United States, is required to submit to sufficient examinations, treat- 
ment, and observation, in accordance with medical standards accepted 
in the United States. The alien is required to submit assurances that 
he will cemply with all requirements imposed upon him and a close 
contact is maintained between him and the proper medical and ad- 
ministrative authorities of the United States to guarantee that his 
presence in this country causes no detriment to the public health and 
welfare. 

The committee has examined and found satisfactory the various 
regulations governing the administration of the temporary law. For 
the purpose of ready reference there is printed below section 212.7 of 
title 8, Gode of Federal Regulations, relative to the granting of waivers 
of existing law. 


8 CFR, § 212.7(b) An alien who is excludable and seeks a 
waiver under section 6 of the Act of September 11, 1957, 
shall file an application on Form J-601 at the consular office 
considering the application for a visa, and shall submit: 

(1) A statement from a State, territorial, or local health 
officer, or from the director or a physician staff member of a 
hospital recognized by the United States Public Health Serv- 
ice as an institution for the treatment of tuberculosis, agree- 
ing (i) to supply any treatment and observation required for 
proper management of the alien’s condition, in conformity 
with accepted local standards of medical practice, and (il) 
to submit to the United States Quarantine Station, Staten 
Island, New York, a clinical evaluation of the alien, in- 
cluding necessary X-ray films and a report of final disposition 
of the case. In each case the statement of agreement regard- 
ing these services shall specify the name, and address of the 
hospital where the services will be provided and shall state 
that the alien will be given care on an inpatient or outpatient 
basis when necessary after his arrival at such hospital. 
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(2) An affidavit from a sponsor or other responsible in- 
dividual that financial arrangements for the alien’s care have 
been made with the hospital. This affidavit is not required 
of an alien who establishes eligibility under the Dependents 
Medical Care Act of June 7, 1956 (70 Stat. 250; 37 U.S.C. 
401). 

(3) Assurance that upon admission into the United States 
he will go direct to the specified hospital; will submit to such 
examinations, treatment, isolation, and medical regime as 
may be required; and will remain under the prescribed treat- 
ment or observation, whether on an inpatient or outpatient 
basis, until discharged. 

(4) Assurance that he will comply with the provisions of 
“Sanitary Measures for Travel of Aliens with Tuberculosis,” 
a copy of which is to be furnished to him. 


According to figures submitted to the committee by the U.S. Public 
Health Service, a total of 1,567 persons have been admitted as of 
March 26, 1959, under the terms of the act of September 11, 1957. 
It has been further submitted to the committee that of this number, 
only six persons have failed to comply fully with their obligations to 
report to a hospital and abide by the applicable regulations. This 
means that there has been noncompliance by less than one-half of 
1 percent of the aliens admitted. According to the U.S. Public Health 
Service, in all cases of noncompliance an effort is being made to obtain 
compliance and if such efforts fail, the Immigration and Naturali- 
zation Service is informed for the purpose of enforcing the law. 

In addition to the arrangements required to be made prior to the 
entry of an alien beneficiary of section 6 of the act of September 11, 
1957, such alien is met at the port of entry by the personnel of the 
Division of Foreign Quarantine of the U.S. Public Health Service, 
interviewed and examined, whereupon the quarantine officer reviews 
each case in order to ascertain that all requirements of the law and 
the regulations are met. Reports of the alien’s arrival are then for- 
warded to the institution in which he has been accepted and to the 
local public health authorities. 

The hospital approved for treatment must be one recognized by the 
U.S. Public Health Service as an institution for the treatment of 
tuberculosis. Responsibility for paying for any care that may be 
required must be assumed by either the sponsoring relatives of the 
alien or other responsible parties. 

A list of hospitals approved for the purposes of section 6 of Public 
Law 85-316 is contained in the House report on the bill, as well as in 
the files of the committee. 

The committee believes that extant regulations, practices, and 
procedures should be maintained for the period of extension of the 
present law with minor modifications required by the amended 
version of H.R. 6118. 

During studies and investigations undertaken abroad by a sub- 
committee of the Committee on the Judiciary of the House of Repre- 
sentatives, it was found that in a number of cases considerable hard- 
ship is caused by the fact that the waivers could not be granted 
until the spouse or the parents of the alien afflicted with tuberculosis 
had actually made an entry into the United States and established 
permanent residence in this country. 
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In order to avoid the separation of families who, of course, desire 

to migrate together, and in order to facilitate the task of the inter- 
overnmental and national agencies assisting the beneficiaries of this 
egislation, it is felt that it is desirable to make it possible to grant a 
waiver to the afflicted person after the members of his immediate 
family were issued immigrant visas. Thus, the family units would 
be united during the journey and would be in a position to make 
their lawful entry into the United States together. This proposal is 
included in the bill. 

The committee believes that section 136 of the Legislative Reorgani- 
zation Act, as amended, and Senate Resolution 55 of the 86th Congress 
provide for the committee sufficient authority to exercise continuous 
scrutiny and supervision of administrative operations authorized by 
the instant legislation. Consequently, the committee proposes to 
eliminate the provision of the existing law under which the Attorney 
General has to report to the Congress on each case of an alien admitted 
pursuant to his discretionary authority. 

Section 4 of Public Law 85-316 authorized the issuance of special 
nonquota immigrant visas to certain eligible orphan aliens under 
14 years of age who are adopted by U.S. citizens or who are coming to 
the United States to be adopted. The act specifically provided that 
the authority to issue such special nonquota immigrant visas was to 
expire on June 30, 1959, in order that the Congress might review the 
operations of the program and make a determination whether or not 
the program should be curtailed, modified or cancelled. The instant 
bill has been amended to extend the present authority to issue such 
special nonquota immigrant visas to June 30, 1960. It is the opinion 
of the committee that only a limited extension of the program is 
warranted at this time, in order to permit the committee to study 
further the entire operation of the program in the light of recent hear- 
ings before the Immigration and Naturalization Subcommittee. 

The committee, after consideration of all the facts, is of the opinion 
that the bill (H.R. 6118), as amended, should be enacted. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, while 
existing law in which no change is proposed is shown in roman): 


SECTION 6 OF THE AcT OF SEPTEMBER 11, 1957 
(71 Srat. 640) 


Sec. 6. Notwithstanding the provisions of section 212(a)(6) of the 
Immigration and Nationality Act as far as they relate to aliens 
afflicted with tuberculosis, any alien who (A) is the spouse or child, 
including the minor unmarried adopted child, of a United States citi- 
zen, or of an alien lawfully admitted for permanent residence, or of an 
alien who has been issued an immigrant visa, or (B) has a son or daughter 
who is a United States citizen or an alien lawfully admitted for perma- 
nent residence or an alien who has been issued an immigrant visa, shall, 
if otherwise admissible, be issued a visa and admitted to the United 
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States for permanent residence in accordance with such terms, condi- 
tions, and controls, if any, including the giving of a bond, as the 
Attorney General, in his discretion, after consultation with the Surgeon 
General of the United States Public Health Service, may by regulations 
prescribe [:]. [Provided, That the Attorney General shall promptly 
make a detailed report to the Congress in any case in which the pro- 
visions of this section are applied: Provided further, That no] No 
visa shall be issued under the authority of this section after June 30, 
[1959] 1967. 


SecTION 4 oF THE AcT OF SEPTEMBER 11, 1957 
(71 Strat. 639) 


Sec. 4. (a) On or before TJune 30, 1959,] June 30, 1960, special 
nonquota immigrant visas may be issued to eligible orphans as defined 
in this section who are under fourteen years of age at the time the 
visa is issued. Not more than two such special nonquota immigrant 
visas may be issued to eligible orphans adopted or to be adopted by 
any one United States citizen and spouse, unless necessary to prevent 
the separation of brothers or sisters. 

(b) When used in this section, the term “eligible orphan” shall 
mean an alien child (1) who is an orphan because of the death or 
disappearance of both parents, or because of abandonment or deser- 
tion by, or separation or loss from, both parents, or who has only 
one parent due to the death or disappearance of, abandonment, or 
desertion by, or separation or loss from the other parent and the 
remaining parent is incapable of providing care for such orphan 
and has in writing irrevocably released him for emigration and adop- 
tion; (2)(A) who has been lawfully adopted abroad by a United 
States citizen and spouse, or (B) for whom assurances, satisfactory 
to the Attorney General, have been given by a United States citizen 
and spouse that if the orphan is admitted into the United States 
they will adopt him in the United States and will care for him prop- 
erly and that the preadoption requirements, if any, of the State of 
the orphan’s proposed residence have been met; and (3) who is ineli- 
gible for admission into the United States solely because that portion 
of the quota to which he would otherwise be chargeable is oversub- 
scribed by applicants registered on the consular waiting list at the 
time his visa application is made. No natural parent of any eligible 
orphan who shall be admitted into the United States pursuant to 
this section shall thereafter, by virtue of such parentage, be accorded 
any right, privilege, or status under the Immigration and Nation- 
ality Act. 

(c) Any visa which has been or shall be issued to an eligible orphan 
under this section or under any other immigration law to a child 
lawfully adopted by a United States citizen and spouse while such 
citizen is serving abroad in the United States Armed Forces, or 1s 
employed abroad by the United States Government, or is temporarily 
abroad on business, shall be valid until such time, for a period not 
to exceed three years, as the adoptive citizen parent returns to the 
United States in due course of his service, employment, or business. 

(d) The Attorney General may, pursuant to such terms and con- 
ditions as he may by regulations prescribe, adjust the status to that 
of an alien lawfully admitted for permanent residence, as of the date 
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of his arrival in the United States, in the case of an alien who was 
paroled into the United States under section 212(d)(5) of the Immi- 
ration and Nationality Act if such alien at the time of his arrival 
in the United States was an eligible orphan as defined in section 5 
of the Refugee Relief Act of 1953, as amended, and was, or there- 
after has been, adopted by a United States citizen and spouse in a 
court of proper jurisdiction. O 








Calendar No. 469 


86TH CONGRESS t SENATE Report 
1st Session No. 476 


DEPARTMENT OF DEFENSE APPROPRIATION BILL, 1960 
Jury 7, 1959.—Ordered to be printed 


Mr. Cuavez, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H.R. 7454] 


The Committee on Appropriations, to whom was referred the bill 
(H.R. 7454) making appropriations for the Department of Defense 
for the fiscal year ending June 30, 1960, and for other purposes, report 
the same to the Senate with various amendments and present here- 
with information relative to the changes made. 


Amount of bill passed by House__......-----_--- $38, 848, 339, 000 
Amount added by Senate (net) 746, 000, 000 


Total of bill as reported to Senate 39, 594, 339, 000 


Amount of 1960 revised budget estimates__..____- 39, 248, 200, 000 
Amount of 1959 appropriations 39, 888, 207, 100 
The bill as reported to the Senate: 

Over the budget estimates, 1960 346, 139, 000 


Under appropriations for fiscal year 1959 293, 868, 100 
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APPROPRIATION SUMMARY 


For fiscal year 1960 the budget submission in January, plus a sup- 
plemental request in House Document 102, totaled $39,248,200,000, 
not including military construction funds which are considered 
separately in another appropriation bill. This was $640,007,100 
under the appropriation for fiscal year 1959 of $39,888,207,100. It 
included $8,985,000,000 for the Department of the Army, 
$11,107,775,000 for the Department of the Navy, $17,767,200,000 
for the Department of the Air Force, and $1,388,225,000 for the 
combined activities of the Office of the Secretary of Defense. 

In acting on the bill, the House of Representatives provided 
$38,848,339,000, a net reduction from the budget estimates of 
$399,861,000, involving increases of $779,800,000 and decreases of 
$1,179,661,000. For the Army these included net increases of 
$221,905,000, the Navy net decreases of $82,672,000, for the Air 
Force net decreases of $538 ,694,000, and for the Office of the Secretary 
of Defense a decrease of $400,000. ‘The itemized actions by appropria- 
tion title are found elsewhere in this report. 


MODIFICATION OF DEFENSE PROGRAM 


During the course of the Senate hearings the Department of De- 
fense submitted to the Senate committee certain proposed changes in 
the appropriation request. ‘These are detailed elsewhere in the report, 
but in summarized form they include the following. 

Of the $200,000,000 which the House added to the bill for the 
acceleration of the NIKE-ZEUS missile and/or Army modernization, 
the Department has indicated that it would apply $137,000,000 to the 
preproduction preparation for NIKE-ZEUS missiles and equipment 
and $63,000,000 to Army modernization. In addition, the Depart- 
ment stated that $10,800,000 of the funds requested for research, 
development, test, and evaluation for NIKE-HERCULES would not 
be required. Also, the Department of Defense stated that $76,800,000 
of NIKE-HERCULES funds available for the air defense program 
would be transferred to the Army modernization program. Of this 
latter amount, only a small portion is in the 1960 budget, the re- 
mainder being reprogramed from prior years. 

Two other major changes in funding were also indicated in con- 
nection with the modified defense program. The House had made a 
reduction of $162,700,000 in funds for the BOMARC missile. The 
Department of Defense requested that $129,900,000 of these funds 
be restored, leaving a net reduction, after restoration, of $32,800,000. 

The House also made a reduction in the radar improvement pro- 
gram of the Air Force of $50,000,000. The Department of Defense, 
under the revised program, has requested a restoration which, together 
with program readjustments, provides for a net restoration request of 
$41,700,000. 

It should be noted that the revised program requested includes only 
the effect on the 1960 program and prior years. It does not include 
the military construction changes, presented in another appropriation 
request, nor does it include changes in the air defense program which 
will be effected in future years. 

In summary, then, the revised air defense program proposed by the 
Department of Defense, insofar as it relates to the Defense Depart- 
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ment appropriation bill for fiscal year 1960, indicates additions of 
$226.8 million and deductions of $78.9 million from the budget esti- 
mates, or a net increase of $147.9 million. It also indicates additions 
of $171.6 million and deductions of $10.8 million from the House 
action, or a net increase of $160.8 million over the House approved 
amounts. 


A tabulation showing the effect of these proposed actions is provided 
below: 


Adjustments for revised air defense program and Army modernization as proposed by 
the Department of Defense 


{Millions of dollars} 












Addition | Deduction | Addition | Deduction 
to budget from to House from 
estimate budget action House 
estimate action 


a | 

































BOMARC: Reduction in long leadtime components 
required for ground sets in future years program: 
Missile procurement, Air Force... Bids iheiene 32, 8 ‘129.9 

Radar improvement programs: 

(1) SAGE direction and combat centers: Reduc- 
tion in number of conventional SAGE 
centers, $34.8 million. 
(2) SAGE super combat centers: Acceleration oi 
conversion to transistorized computers, $26.8 
million. 
(3) Gap filler radars: Reduction in fisca! year 1960 
financing, to be financed in iuture years, $0.3 
million: Other procurement, Air Force -__-_-- 26.8 35.1 OB TL seccedbiehs 

NIKE-HERCULES: Reduction in number of ground 
battery sets required and reevaluation of test require- 
ments: 

Procurement of equipment and missiles, Army-_._.-}........-.-- 3,2 
ah developme nt, test and evaijuation, Army-.}............ 10.8 

NIKE-ZEUS: Preproduction preparation for NIKE- 

ZEUS, $137 0 million; and increased Army moderni- 

zation, $63.0 million: 4 Procurement of equipment 

i ENG, HEINE ok th ka ccna tbndannidintammpeniaied 200. 0 


err 


4 See the following: 
BOMARC: 
House reduction $162.7 


Air defense adjustment 






RE CRN 5. cigatasacrdenendidbstustbeanticdimatcdéetcsaasintidinninaien 129.9 
See the following: 

Radar improvement programs: 
House reduction 50.0 











Air defense adjustments: Million 
(1) SAGE direction and combat centers -- —$34.8 
(2) SAGE supercombat centers................--.-.-.----2. +26.8 
On TR I a —.3 


—8.3 
















DOD reclama to Senate 


‘ Represents reduction to fiscal year 1960 program. Prior programs reduced by an additional $76.6 million. 
‘In addition, $76.8 million available from reductions in the NIKE-HERCULES air defense program 
will be reprogramed for Army modernization. 


§ The adjustments reflected on this table are limited to those involving fisca. year 1960 programs. Adjust- 
ments to subsequent years are not shown. 


SENATE COMMITTEE ACTION 





The Senate Appropriations Committee recommends an appropria- 
tion for fiscal year 1960 of $39,594,339,000 together with transfer au- 
thority from revolving funds totaling $450,000,000. This is an amount 
$346,139,000 in appropriations and $110,000, 000 in transfer authority 
over the budget estimates and an amount $746,000,000 in appropria- 
tions and $29,000,000 in transfer authority over the House. 
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For the departments concerned, the Senate committee bill provides 
$9,428,505,000 for the Department of the Army, $11,262,503,000 for 
the Department of the Navy, $17,530,106,000 for the Department of 
- Air Force, and $1,373,225,000 for the Office of the Secretary of 
Defense. 

In total new obligational availability, the budget estimate provided 
$39,588,200,000; and the House provided $39,269,339,000. Presented 
to the Senate committee for consideration was a request for 
$39,806,438,000. The Senate committee recommends the total 
obligational availability of $40,044,339,000. 

Committee action is dealt with in detail in the pages following. A 
brief résumé of it is as follows: 

In the area of military strength the committee has approved the 
action of the House in maintaining the strength of the National Guard 
at 400,000 rather than the budgeted strength of 360,000 and the Army 
Reserve at 300,000 rather than the budgeted strength of 270,000. In 
addition, the committee has provided funds to increase the size of the 
Marine Corps from 175,000 to 200,000. The committee has also added 
language to the bill which will make such strengths mandatory. 

For the Department of the Army, the committee has provided an 
increase in funds for substantial modernization. The Hotes added 


$200,000,000 in procurement funds, the Department of Defense indi- 
cating that it would utilize $137,000,000 of such funds for the accelera- 
tion of the NIKE-ZEUS missile and 63,000,000 for Army moderniza- 
tion. The committee approves of this contemplated action. Also 
the committee has provided $205,300,000 of additional appropriations 
for modernization purposes. The committee approved the depart- 


mental plan to reprogram $76,800,000 of NIKE-HERCULES funds 
for Army modernization and increased this by $41,000,000 of other 
NIKE-HERCULES funds to be reprogramed for the same purpose, 
or a total of $117,800,000 in reprograming action. 

Thus, for Army modernization, including NIKE-ZEUS accelera- 
tion, the committee has recommended appropriations increases of 
$405,300,000 over the budget plus $117,800,000 in reprogramed 
activities. 

For the Department of the Navy, the committee recommends full 
funding of $380,000,000 for a new nuclear attack carrier in place of 
the budgeted conventional carrier, which was deleted from the program 
by the House. It has also added $18,000,000 for long leadtime pro- 
curement for a nuclear antisubmarine submarine. It has not recom- 
mended inclusion of the antisubmarine warfare increases over the 
budget provided by the House. With the exception of these actions, 
the committee has approved the shipbuilding program of the Depart- 
ment of the Navy. 

For the Department of the Air Force, the committee has provided 
substantial amounts for missile procurement. The committee has 
approved $79,900,000 of the funds requested for the BOMARC 
missile and associated ground support equipment. The additional 
$85,000,000 provided by the House for ATLAS missiles and the 
additional $77,000,000 provided by the House for MINUTEMAN 
acceleration have been approved by the committee, but only with 
the understanding that these funds may be applied to any area of 
the ballistic missile field in which the Secretary of Defense deems 
additional funding is required to accelerate the program. 
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Added flexibility in programing has been provided to the Secretary 
of Defense by including transfer authority in the missile field in order 
to enable the Department of Defense to take advantage of favorable 
breakthroughs in ballistic missile programs. Such flexibility includes 
authority to transfer funds from but not to the BOMARC, NIKE- 
AJAX, and NIKE-HERCULES missile programs. 

The revised program for continental air defense recently submit- 
ted to the Congress calls for a completion of the conversion program 
from NIKE-AJAX to NIKE-HERCULUES batteries at an early 
date. Upon completion of this program, it is understood by the 
committee that a considerable number of NIKE-AJAX batteries 
will continue in operation. It is apparent to the committee from 
the testimony of various highly qualified witnesses that this short- 
range weapon has virtually outlived its usefulness. The committee 
is of the firm opinion that the Secretary of Defense should begin an 
immediate retrenchment and orderly phaseout of the entire NIKE- 
AJAX program. 

ANTICIPATED DEFICIENCIES 


The committee was concerned over the anticipated deficiencies 
testified to in the Departments of the Army and Air Force and regrets 
the inability of the services concerned to secure authorization from 
the Bureau of the Budget to present their fiscal deficiency problems 
properly to the Congress. 

The committee has also noted the differences in opinion existing 
between the estimates of an anticipated shortage in assets in the Army 
“Procurement of equipment and missiles” account as testified to by 
the Department of the Army and estimates submitted by the Office 
of the Assistant Secretary of Defense, Comptroller. 

The Army testified that a deficiency of $267,000,000 was anticipated 
in fiscal 1960 as a result of the estimate that deobligations in 1959 and 
1960 and MAP reimbursements from prior years will not materialize. 
The Assistant Secretary of Defense has indicated that the shortage 
from the failure of these anticipated assets to materialize may total 
$117,000,000. In consequence the committee requests the Depart- 
ment of Defense to submit to the committee within 60 days a full 
report as to the causes of the anticipated deficiency, together with a 
complete explanation of the discrepancies in the various estimates 
involved. 


TITLE I—MILITARY PERSONNEL 


MILITARY PERSONNEL, ARMY 


NINES SE ea os oe re nea ied a ee wee 1 $3, 175, 961, 000 
I a eee 2 3, 314, 063, 000 
promen mou eo TO die SU se 3 3, 233, 063, 000 
Amount requested of Senate__........-.-----.---.-------.- 3 3, 233, 063, 000 


Cohbnbitics recotmmmanation ... ao < onc nd ends 5 2- sc eencs 3 3, 233, 063, 000 


1In addition, $375,v00,000 to be derived by transfer from revolving funds, 
2In addition, $200,000,000 to be derived by transfer from revolving funds, 
8 In addition, $281,000,000 to be derived by transfer from revolving funds, 


_ This appropriation provides for pay, allowances, individual cloth- 
ing, subsistence, permanent change of station travel, expenses of tem- 
porary duty travel between permanent duty stations, and related ex- 
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penses of Army military personnel on active duty (except those under- 
going Reserve Training). 

The committee recommends the appropriation of $3,233,063,000 for 
“Military personnel, Army,” plus $281,000,000 to be derived by 
transfer from revolving funds. This is the amount provided by the 
House. It is $81,000,000 in appropriations less than the budget esti- 
mate but the authority to transfer from revolving funds has been 
increased by the same amount. 

The committee carefully considered increasing the size of the Regu- 
lar Army from the budgeted 870,000 to 900,000. It will be recalled 
that in fiscal year 1959 the Congress provided funds for a strength of 
900,000 rather than the requested 870,000, as provided in the budget 
for that year. Subsequent to the Taiwan and Lebanon crises the 
forces were reduced so that as of May 31, 1959, they total 865,732. 
The committee has provided funds for 870,000 military personnel, the 
same as approved by the House. In so doing, the committee was 
guided by the paramount need for a well-trained, mobile, and modern 
Army with increased firepower, and has made provision elsewhere in 
the bill for these objectives. 

In addition, the committee recommends the inclusion of the follow- 
ing language: 


: Provided, That effective July 1, 1959, the appropriation 
accounts ‘Military Personnel, Army’, 1956 and 1957, shall be 
transferred to and merged with the appropriation account en- 
titled, ‘Military Personnel, Army, Prior Years’ established 
pursuant to the provisions of section 1(a)(1) of the Act of July 
25, 1956, 70 Stat. 647, 648 


The proposed language will, through an accounting adjustment, 
close out the military personnel accounts for fiscal 1956 and fiscal 
1957 for which deficiencies were incurred as a result of increased 
— of dependents, transportation rates, and other unpredictable 
actors. 


MILITARY PERSONNEL, NAVY 
etre TIE 0. cn nie gic) apn haddie Gere eeaiahgdeandamaesadl 1$2, 420, 618, 200 
Budget estimate 1960 22, 476, 700, 000 
House action , 476, 700, 000 
Amount requested of Senate ; , 700, 000 
Committee recommendation 76, 700, 000 


1In addition, $135,000,000 to be derived by transfer from revolving funds, 
3In addition, $75,000,000 to be derived by transfer from revolving funds. 


This appropriation provides for pay, allowances, individual clothing, 
subsistence, permanent change of station travel, expenses of temporary 
duty travel between permanent duty stations, and related expenses of 
Navy military personnel on active duty (except those undergoing 
Reserve training). 

The committee has approved the action of the House in providing 
$2,476,700,000, the budget estimate, for this appropriation, plus 
$75 million by transfer from revolving funds. Funds recommended 
will provide for an end strength for fiscal 1960 of 630,000 officers and 
enlisted men, midshipmen, aviation cadets, officer candidates, and 
aviation officer candidates. 
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MILITARY PERSONNEL, MARINE CORPS 


Repreeaees, WO. oak os i ehnkth deeds co ceenideveib ake 1 $635, 692, 000 
Pee AIRCS, TOG sti5 oi) sas eed oa in necianbhdaces 2 596, 900, 000 
i a a ie ee LO 2 596, 900, 000 
Buboant raanenved Of BEnSte os os coca cco ewe eh ee HELIS 2 596, 900, 000 
Committee recommendation --...........--.---.---- eee ee 3 620, 600, 000 


1 In addition, $25,000,000 to be derived by transfer from revolving funds. 
2In addition, $15,000,000 to be derived by trans/er from revolving funds. 
3In addition. $24,000,000 to be derived by transfer from revolving funds. 


This appropriation provides for pay, allowances, individual clothing, 
subsistence, permanent change of station travel, expenses of temporary 
duty travel between permanent duty stations, and related expenses of 
Marine Corps military personnel on active duty (except those under- 
going Reserve training). 

The committee recommends an appropriation for “Military person- 
nel, Marine Corps’ of $620,600,000 and transfer authority of $24,- 
000,000. This is an increase over the House and budget of $23,700,000 
in appropriations and $9,000,000 in transfer authority. 

Increases provided are to maintain a Regular Marine Corps for the 
fiscal year 1960 at an end strength of not less than 200,000, for which 
language is added to accomplish this. In addition, language has been 
added to the bill which will insure that the funds so appropriated will 
be utilized for no other purpose. The Department of Defense indi- 
cated during the course of the hearings that a total of $43,100,000 
would be required to provide a Marine Corps with an end strength of 
200,000. Of this total, $32.7 million would be needed in this appro- 
priation ; $4.5 million in “Operation and maintenance, Marine Corps”; 
and $5.9 million in ‘Operation and maintenance, Navy.” This the 
committee has done. Of the additional amount provided in this 
appropriation, the committee has recommended additional appro- 
priations of $23.7 million and transfer authority from the Marine 
Corps stock fund to this appropriation of $9 million, viewing the 
latter’s balances available as adequate to carry out the planned 
program. This increases the total amount transferred from the 
Marine Corps stock fund to $24,000,000, as indicated above. 


MILITARY PERSONNEL, AIR FORCE 


Rueventtitions, 1950... 2500 ui Usws cou eksaedemnsabetesane $3, 941, 801, 000 
Budeet estimate, 1960.2 oo so 2S Ss Gh cd See od 13, 914, 000, 000 
Prnene Oetiot 8 a oe eh ee) tee ea ees. 13, 912, 000, 000 
Asnbankt fequested of Renate 122 ok Se en cod ce cccsececcctcs 13, 914, 000, 000 


GCanmmmpities wécomamendatio’ «os: +a dadsteadtink coesacioeenasmner 23, 892, 000, 000 


1 In addition, $50,000,000 to be derived by transfer from revolving funds. 
?In addition. $70,0)0,000 to be derived by transfer from revolving funds. 


This appropriation provides for pay, allowances, individual clothing, 
subsistence, permanent change of station travel, expenses of tempo- 
rary duty travel between permanent duty stations and related 
expenses of Air Force military personnel on active duty (except those 
undergoing reserve training). 

The committee recommends an appropriation of $3,892,000,000 for 
“Military personnel, Air Force,” together with $70,000,000 of transfer 
authority from revolving funds. This is a decrease of $20,000,000 in 
appropriations from the House and an increase of $20,000,000 in 
transfer authority. It is a decrease of $22,000,000 from the budget 
estimate and an increase of $20,000,000 in transfer authority. During 
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the hearings the Air Force indicated that this account would probably 
be deficient in 1959 by approximately $43 million and in fiscal 1960 
by approximately $50 million. The committee is sympathetic to this 
problem within the Air Force and has added language to the bill to 
liquidate obligations incurred prior to July 1, 1959. The committee 
suggests that budget estimates be presented to the Congress to cover 
anticipated deficiencies in fiscal 1960. The committee is emphatic in 
its belief that this deficiency should not again occur without the com- 
mittee being promptly informed in accordance with the statutes on 
deficiencies. 

With reference to the deficiency in the Air Force military personnel 
account for fiscal year 1959, there Or iee hs to be a definite violation of 
the provisions of the Antideficiency Act (sec. 3679, Revised Statutes) 
in the failure of the Bureau of the Budget to submit the detailed reports 
required by the statute, accompanied by the required supplemental 
estimates. Furthermore, the failure of the Bureau of the Budget to 
submit formally revised estimates to cover the admitted deficiencies 
in the Air Force military personnel account for fiscal year 1960 is in 
conflict with the applicable provisions of the Budget and Accounting 
Act of 1921, as amended. One of the applicable provisions of this 
act states: 


No estimate or request for an appropriation and no 
request for an increase in an item of any such estimate or 
request, and no recommendation as to how the revenue 
needs of the Government should be met, shall be submitted 
to Congress or any committee thereof by any officer or 
employee of any department or establishment, unless at the 
request of either House of Congress (June 10, 1921, ch. 18, 
title II, sec. 206, 42 Stat. 21). 


The committee has not recommended restoration of the $2 million 
reduced by the House in the permanent change of station travel 
item. The committee feels strongly that large-scale economies 
could be effected if the Departments of the Army, Navy, and Air 
Force were to reduce the constant and vast shifting of military per- 
sonnel from one area to another. The committee recognizes that 
periodic troop rotation is necessary and advisable, but it believes 
that careful planning and screening could accomplish a large-scale 
reduction in personnel movements which would not only reduce 
costs but would provide a beneficial effect on the morale of the 
individuals and families who must suffer the inconvenience of fre- 
quent relocation. It strongly urges the Department of Defense to 
overhaul permanent change of station travel and other travel pro- 
grams in order to eliminate the attendant waste of money and 
personnel. The committee directs the Secretary of Defense to report 
to the committee by April 1, 1960, the accomplishments of the 
various Departments in reducing their travel programs. 


RESERVE PERSONNEL, ARMY 


Appropriations, 1959_...........-.--.-.-----------------0--- $222, 759, 000 
ates etvmnnte 1OO0- «(sus <. <hwse dice oeawe debt 202, 000, 000 
URUURTRCRIOIR FS Rae Sel a cen al ee ae 231, 700, 000 
Amount trenuesten of Senate... eG. ek. cea cece. sacks 202, 000, 000 
Glassmiittad rooniamentation..............4blad<éave«<kwoneseandeee 231, 700, 000 


This appropriation provides for pay, allowances, clothing, subsist- 
ence, gratuities, travel, and related expenses for the Army Reserve 
and Keserve Officers’ Training Corps. 
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The committee recommends the appropriation of $231,700,000 for 
“Reserve personnel, Army,” the same amount as allowed by the 
House and an increase over the budget of $29,700,000. 

In so doing, the committee agrees with the House action increasing 
the strength of the Army Reserve from 270,000 to 300,000, and recom- 
mends approval of the funds added by the House for this purpose. 
It is the committee’s belief that a strong Reserve Force, including 
both Reserves and National Guard components in the respective 
military departments, is second only to powerful Regular Forces. It 
is mindful of the highly important role which the Reserve Forces have 
played in past wars, most recently in Korea, and believes that the 
part the Reserve Forces must play in any future conflict is highly 
important. Because of this the committee has not only approved the 
action of the House but has also provided language in the bill which 
will establish an average strength for the Army Reserve for the fiscal 
year 1960 of not less than 300,000. Language has also been included 
to limit the use of increased funds to the purposes for which the funds 
were provided—to maintain the Reserve strength at 300,000. 


RESERVE PERSONNEL, NAVY 


PRRENEIR TW en A cnc a eh once een eink es a $90, 098, 000 
Pr IRN CO ce eo nn ee 88, 000, 000 
Remme Goa 8 ee eA ESC UL  oStUk UR La 88, 000, 000 
Amount renmetied of Gana te «es ii isis ie a a bk eae ceudand 88, 000, 000 
I i ed 88, 000, 000 


This appropriation provides for pay, allowances, clothing, sub- 
sistence, gratuities, travel and related expenses for the Naval Reserve 
and Naval Reserve Officers’ Training Corps. 

The committee recommends approval of $88,000,000 for this appro- 
priation, which is the budget estimate and the amount of the House 
allowance. Estimated end strength for fiscal year 1960 totals 135,000. 


RESERVE PERSONNEL, MARINE CORPS 


Sn a a ee ale $23, 760, 000 


PN SIN ow amnure waniee Coke eeeee 24, 300, 000 
Pee et 22a eek whee ele i el Sk 24, 300, 000 
Aanuant: ceqnestoed of ‘Senate ss . ic - sewed kp eden snscaeee 24, 300, 000 
Ceoiemaiiios 25 0aTAONEBO Riis clas ics ce cece ne rshinnsk ads encen 24, 300, 000 


This appropriation provides for pay, allowances, clothing, subsist- 
ence, gratuities, travel, and related expenses for the Marine Corps 
Reserve and Marine Corps platoon leaders’ class. 

The committee recommends for the appropriation ‘‘Reserve person- 
nel, Marine Corps”’ a total of $24,300,000, the budget estimate, and 
the amount allowed by the House. 


RESERVE PERSONNEL, AIR FORCE 


RI OR nn cae onan ma aangenten sean mains $53, 746, 000 
Esmee Getremnaté, 1960... goss. che ee lick watedtanzg cles. -.- 54, 000, 000 
pnetinss fo i ies a reo ouS EE Sa ee 54, 000, 000 
Pemnetnhs Ge TONNE. «Cs. oos ut one on aeeceboccneness 54, 000, 000 
SR ROROIRIIION . on fn a = oh 54, 000, 000 


This appropriation provides for pay, allowances, clothing, sub- 
sistence, gratuities, travel, and related expenses for the Air Force 
Reserve and Air Reserve Officers’ Training Corps. 
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The committee recommends approval of $54,000,000 for this appro- 
priation, the budget estimate, and the same amount as allowed by 
the House. Funds requested will provide for an end strength for 
fiscal year 1960 of 60,560 personnel. 












NATIONAL GUARD PERSONNEL, ARMY 


POT IMOTE, BOOB ocd casi wien emenciden cupge een nae here (*) 

Dpuaest estimate, 1900. ee et SL LeU $191, 961, 000 
Peers Soon 200 kn cae sa Eee Sols 234, 961, 000 
Amiqueti requesttd of Hemate «6 iss bie cnmsiswdsdcsatdniduaddee 191, 961, 000 
Gomiiitied racomMmengauiGh .u.u6 ds ndodacticdwatedcnodnnnsbece 234, 961, 000 


1 Funded in 1959 with “Army National Guard” appropriation which totaled $353,093,000. 


























This appropriation provides for pay, allowances, clothing, subsist- 
ence, gratuities, travel and related expenses for the Army National 
Guard. 

The committee recommends $234,961,000 for this appropriation, 
the same amount as allowed by the House, and an amount $43,000,000 
over the estimate. 

The committee recommends approval of the House increase in the 
funds for the Army National Guard supporting an average strength 
of 400,000. This is consistent with similar action taken last year. 
The House provided an additional $90,300,000 in four separate appro- 
priation accounts to accomplish this. The committee recommends 
approval of these funds, with the exception of $5,300,000 in another 
appropriation of a House increase of $6,000,000 for NIKE site support 
of operations, which the Department has indicated would not be 
required. 

As indicated above in the case of the Army Reserve, and for the 
same reasons, the committee recommends that language be provided 
in the bill establishing an average strength of not less than 400,000 
for the fiscal year 1960. The bill also provides for an input of not less 
than 55,000 into the 6 months’ training program during fiscal year 
1960. In the appropriate accounts a further proviso limits the in- 
creased funds for the Army National Guard to the purpose for which 
appropriated—that is, increased expenses necessary to maintain the 
Army National Guard at an average strength of 400,000. 


NATIONAL GUARD PERSONNEL, AIR FORCE 













Rpenusslelieet IGCG. os a aig eee SL Oe So () 

Buages cetimate 1000.2 bison isa oi505i ebb Shs, able $48, 000, 000 
EROSO NOUN ils — bce dgpeegientwet bod dash eh aceenetiiblceen 48, 000, 000 
AMeUns eciasied OF SENSES. 05 5 on cdo onde ee ee nenennesntt- 48, 000, 000 
RMIT Ces RODEN TOTIN UND a en sab endin be eu sudain deena 48, 000, 000 


1 Funded in 1959 within “Air National Guard” appropriation which totaled $251,$80,800. 








This appropriation provides for pay, allowances, clothing, sub- 
sistence, gratuities, travel, and related expenses for the Air National 
Guard. 

The committee recommends approval of $48,000,000 for this appro- 
priation, the budget estimate, and the same amount as approved by 
the House. The Air National Guard is estimated to have an end 
strength for fiscal year 1960 of 74,500. 
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RETIRED PAY, DEPARTMENT OF DEFENSE 


I TIRTIONG RO vig a cent adinedumebitinwsdi kta sbdels nook $640, 000, 000 
SE EE SPO os cna ccm ress aice mee Ra ae 715, 000, 000 
Teenie aebiet.. oo ewe cee beeen eee ee A 715, 000, 000 
eeaend pemuestes of Gentte. cock cine hice ccc del alecicees 715, 000, 000 
Committee recommendation « aos4 eeuew - csi noice da Sue die oda 715, 000, 000 


This appropriation provides for the pay of all military personnel 
on the retired list of the Department of Defense. 

The committee recommends approval of $715,000,000 for this 
appropriation, the budget estimate, and the amount allowed by the 
House. The average number of such personnel estimated for fiscal 
year 1960 is 245,819. 


TITLE II—OPERATION AND MAINTENANCE 


OPERATION AND MAINTENANCE, ARMY 


Anhonrtations) 1900005 2.3 62. 21 al es ell ecebsbe $3, 117, 238, 000 
Le: See. SD. nn cc ticaeaibaunaacacEwset nae ee een 3, 053, 785, 000 
A a a aw ee ke 3, 065, 390, 000 
ASGDUNG POON OF SIUC. nS eee anes cube damscasane 3, 052, 696, 000 
Committee Yecomemeriastion. oboe eae Mie 3, 085, 390, 000 


This appropriation provides for expenses, not otherwise provided 
for, necessary for the operation, maintenance, and administration of 
the Army, including the Army Reserve and the Army Reserve Officers’ 
Training Corps. 

The committee recommends for “Operation and maintenance, 
Army” an appropriation of $3,085,390,000. This is an amount of 
$31,605,000 over the budget and $20,000,000 over the amount allowed 
by the House. The restoration of $20,000,000 is for base operations 
costs and proficiency flying which the Department indicated were re- 
quired. No restoration has been provided for the 1-percent reduction 
in civilian personnel costs made by the House of Representatives. 
The committee believes that in such large appropriations as those for 
“Operation and maintenance” in the Arn my, Navy, and Air Force, the 
modest 1-percent reduction in civilian per sonnel costs can with careful 
planning be readily absorbed. The committee has approved action 
by the House in providing funds in this appropriation totaling $48,- 
800,000 for increased strengths for the Army National Guard and 
Army Reserve and has provided language limiting the use of these 
increases to the purposes for which the increase was provided. 

The committee has also recommended language authorizing and 
validating expenditures made by the Department of the Army on 
behalf of the Department of the Navy in fiscal year 1958 under the 
dependents’ medical care program for care of dependents of Navy and 
Marine Corps personnel. 


OPERATION AND MAINTENANCE, NAVY 


I i no tae le wm ih dhe ileal 1 $2, 575, 515, 900 
Pees OMIA AOU. cu te eee 2 2, 803, 192, 000 
Seapets i ek SU cul ou eos ele dale 2, 599, 320, 000 
Aeon FOnUEKICD, OF MONBLOs sn ss ~ Sis cb eo masuetn vonceboas 2, 631, 157, 000 
Catmmittes recommendation. & o. <6. sus suvucscovensecususes 2, 621, 720, 000 


1 Includes activities previous ly carried under several Navy operation and maintenance sppropriations. 
2 Includes $172,000,000 for ‘Marine Corps troops and facilities” which the House and Senate have re- 
moved from this account an d considered separately in connection with a new account “operation and 
maintenance, Marine Corps.” 
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This appropriation provides for expenses, not otherwise provided 
for, necessary for the operation, maintenance, and administration 
of the Navy including the Naval Reserve, and the Naval Reserve 
Officers’ Training Corps. 

The committee recommends an appropriation of $2,621,720,000 for 
“Operation and maintenance, Navy.” This is an amount $181 ,472,- 
000 under the estimate and an amount $22,400,000 over the House. 
The total provided results from the following actions. In support of 
increased strength for the Marine Corps, $5,900,000 has been added 
to the House amount. In order to provide funds indicated as needed 
by the Department, $21,000,000 of a House reduction of $36,372,000 
has been restored for base operations costs, proficiency flying, and the 
operation and maintenance of the active fleet. No restoration has 
been granted relating to the 1 percent reduction made by the House 
in civilian personnel costs, it being believed that the Department can 
readily absorb this relatively minor amount in its program. The 
committee has approved a reduction in this account of $4,500,000 for 
antisubmarine warfare as requested by the Department. The com- 
mittee has also approved House action transferring $171,350,000 from 
this appropriation to the new appropriation title “Operation and main- 
tenance, Marine Corps.” 


OPERATION AND MAINTENANCE, MARINE CORPS 


PUAN, NI aa nc gap ogelnncibne udder dunmearaansie eT $173, 117, 000 
Baaree CHUMate, TUG. cece cee ee Se 3) 

G@use Néien 6) os JOU Le Se ce tas 5 ee eo 171, 350, 000 
Amount) requested ‘of Benate soo 0h i 2. ceed cececedasincucd 172, 000, 000 
Glemawisttne Teno MRO SHON «ok oe metccxnesnenndbabiwhandlexne 175, 850, 000 


1 The House recommended the establishment of a new account “Operation and maintenance, Marine 
Corps”’ to finance the activities previously carried under ‘‘Marine Corps troops and facilities.” The fiscal 
ear 1960 budget estimate included $172,000,000 for the latter account in “Operation and maintenance 
Navy.” 


This appropriation provides for expenses, not otherwise provided 
for, necessary for the operation, maintenance, and administration of 
the Marine Corps, including the Marine Corps Reserve. 

The committee has recommended an appropriation of $175,850,000 
for “Operation and maintenance, Marine Corps.” This is $4,500,000 
over the amount provided by the House and is for support of a Marine 
Corps strength of 200,000, for which other increases have been pro- 
vided elsewhere in this bill. The committee has approved House 
action providing a separate appropriation for this function. 


OPERATION AND MAINTENANCE, AIR FORCE 


Appropriations, 100)... on n<1na- se nnge ne ghenp coqanp=cencne= $4, 119, 525, 000 
Budeet 'eatiniate, 1000.23) fhe ee OB so AG BOs eos 4, 256, 800, 000 
Heuns action: 06 032-92 Wil debe de cea ee ee 4, 167, 506, 000 
Amount requested 06 Benate canis dice niswakignsichwsidews 4, 254, 627, 000 
COMMRIEOO. FOOD ONORMOD sng. dun ncntcisenneeramicnudaed 4, 222, 506, 000 


This appropriation provides for expenses, not otherwise provided 
for, necessary for the operation, maintenance, and administration of 
the Air Force, including the Air Force Reserve and the Air Reserve 
Officers’ Training Corps. 

The committee recommends an appropriation of $4,222,506,000 for 
“Operation and maintenance, Air Force.” This is an amount 
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$34,294,000 under the budget estimate and $55,000,000 over the 
House. The increase over the House provides for operational support 
and proficiency flying costs testified to as needed by the Department. 
No restoration of the 1 percent reduction in civilian personnel costs 
made by the House has been allowed, the committee believing that a 
minor reduction of this nature can be readily absorbed with careful 
planning. 


OPERATION AND MAINTENANCE, ARMY NATIONAL GUARD 


FRARIIEE, BOD a.5 sini ti rhs é Loh ed dbbiciihibebideopatieens (1) 

PE ONCE MG sss 3 a hens etanp denind dadenesequatene bem $146, 000, 000 
ENS ttyl 3 7k Rane prety ie eral. Reese ire, tp ele 157, 000, 000 
Pees Teaneees or ONES. - ca5 au cecacsepeseuneveceaeuus 146, 000, 000 
Committee recommendation . o oi.8 ocd le lel been 151, 700, 000 


1 Appropriation previously carried under title of ‘Army National Guard.” 


This appropriation provides for expenses of training, organizing 
and administering the Army National Guard. 

In this appropriation the Senate committee recommends an appro- 
priation of $151,700,000, a reduction of $5,300,000 from the amount 
approved by the House and an amount $5,700,000 over the budget 
estimate. As indicated previously in this report, the House added 
funds in several appropriation accounts to maintain the strength of 
the Army National Guard at 400,000, the number approved by the 
Congress for fiscal 1959. The committee has approved the action 
of the House, but has reduced the amount added by the House for 
operation and maintenance from $11,000,000 to $5,700,000, the re- 
duction being in the NIKE support item, for which the Department 
of the Army indicated that only $700,000 of the $6,000,000 provided 
by the House was required, because of changed concepts since the 
House action. The $5,000,000 additional provided by the House 
for logistical support remains the same. 


OPERATION AND MAINTENANCE, AIR NATIONAL GUARD 


Avrorrnmens, T9002 SSS Ss eee ood ek (4) 

Prammetsenemate; 2060... cissn Shek cdl ceded $169, 000, 000 
Re WN iain cs He ces a see dciewd decks ERO ened 169, 000, 000 
Asppiat POReRRed OC BODBG bie dion icwhennnssnepeadenesuame 169, 000, 000 
Cans Se... 8 a n batugrreme eae Nokon ekecneed 169, 000, 000 


1 Appropriation previously carried under title “‘Air National Guard.” 


This appropriation provides for operation and maintenance ex- 
penses of the Air National Guard. 

The committee recommends approval of $169,000,000 for the opera- 
tion and maintenance of the Air National Guard. This is the budget 
estimate and the same amount as provided by the House. 


NATIONAL BOARD FOR THE PROMOTION OF RIFLE PRACTICE, ARMY 


STAIN, FEI oon cack dnc chacndcsonsnbscdapdedswawdbdedid $300, 000 
ees Wereens 1000 0015. ee. Ub eeetds Je ish oe 300, 000 
NE lf be ri nap ee ape Ge haan ih aon on neues omppire 300, 000 
CII GT SODONG... . . co cnccnnsdcacnaccconngethanntatedt 300, 000 


Cn POORECGRLION Ww ccunonutuugaucdmaternnmineacaue 300, 000 
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This appropriation provides for the administrative and operating 
expenses of the National Board for the Promotion of Rifle Practice. 

The committee recommends for the National Board for Promotion 
of Rifle Practice $300,000, the budget estimate, and the same amount 
as provided by the House. The committee has long been convinced 
that familiarity with and training in small arms is important to our 
defense preparedness. Studies made by the Department of the Army 
have indicated that a major problem in past wars has been the lack 
of previous experience among riflemen. ‘The committee believes that 
in view of this, such training as the National Board may contribute 
is to be encouraged. 


OPERATION AND MAINTENANCE, ALASKA COMMUNICATION SYSTEM, 


ARMY 
i, Sle. oo. cccccddsccapnncnmnahaebaenamenne $5, 667, 200 
moGes Mee, SU0GL Crs cae esc ase tiees tet eseeceeen 5, 676, 000 
SROUMS, OGO Riis iis is ei csp oceses cL nnn lee isos 5, 676, 000 
ATAU TORUSTIOG DE, BODIUE «0s as menunantintnwestmdivneansuenin 5, 676, 000 
Committee recommendation «.. on. sun cin nne ne bowser ccusccesccc 5, 676, 000 


This appropriation provides for the operation, maintenance and 
improvement of the Alaska Communication System. 
The committee recommends an appropriation of $5,676,000 for this 


account. ‘This is the budget estimate and the same amount as was 
allowed by the House. 


SALARIES AND EXPENSES, SECRETARY OF DEFENSE 


BOPRODTINGIONN, 1909 6. osk cneudicnadsvenda teeusansanneseene 1 $16, 545, 000 
nS GHUINORE, LTD... nacnkchdnanetswaenthantenanentelltapatn 20, 500, 000 
SNS ORTON osha doar cine cl ddd bn dk ee abs bn eae olde eee 20, 500, 000 
Arhourt requested of Benates\c2 soe a ea es 20, 500, 000 
Committes recommendation. i . aids 6 oon ee otk Lee sSck 20, 500, 000 


4 Does not include $448,500 previously carried under in the appropriation “Office of Public Affairs.” 


This appropriation provides for salaries and expenses of the Office 
of the Secretary of Defense. 

The committee recommends for this appropriation $20,500,000, the 
budget estimate, and the same amount as allowed by the House. 


CLAIMS, DEPARTMENT OF DEFENSE 


EPRTIRIONE, POCUscnancncncuncwedscnosdbench unde CERRO $16, 520, 000 
Sn RING, EINE. cai cis  cncssse cp sgintadpm datas ea saectoaaaialclananie OM 16, 500, 000 
NIIP NII 5. 12055 1... 4: naiihisskecse-on ts enna celagthatahbonmnscenipatiamedanatie Memhcienama 16, 500, 000 
ems CEGUEEtOE OF DONELO. ...... nnn nous cnks camebebannnan 16, 500, 000 
RORDPIC ORG SODCUITNOUNEINIOI noo a sc wi rcnici aim amacmmemamine ans 16, 500, 000 


This appropriation provides for the payment of claims by the 
Department of Defense (except as provided in appropriations for 
civil functions administered by the Department of the Army). 

The committee recommends an appropriation of $16,500,000 for 
claims against the Government. This is the budget estimate and the 
Same amount as provided by the House. 


CONTINGENCIES, DEPARTMENT OF DEFENSE 


Ee. TH. Un sanenennnccanwaneee sauna’ $30, 000, 000 
PP CnEee, SONU. .545b asesdseescn snack en aeeeeleneeeeen 30, 000, 000 
AME AMER RN INR 8 mr 0 cee ae a te eS ree i 30, 000, 000 
peeauns peeaeted of Geunte; x... .6s..auaccannnconncaueneees 30, 000, 000 


oetimicion reeoenntion = ~~ 3 see one oceneee 15, 000, 000 
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This appropriation provides the Secretary of Defense with funds 
to meet emergencies and extraordinary expenses arising in connection 
with the national security and for such other military purpose he 
deems proper. 

The committee recommends an appropriation of $15,000,000 for 
“Contingencies, Department of Defense.”” This is an amount $15,- 
000,000 under the House, which provided the budget estimate. It is 
believed that the sum provided is sufficient to carry out the require- 
ments of this appropriation. 


OPERATION AND MAINTENANCE, OLYMPIC WINTER GAMES, DOD 


ernment Re 250 SSR Ce Leese tee t ene aween acne 


eunee estes, 1000.20) aoe lig cee 1 $800, 000 
eR ee ee eee 400, 000 
Aaneent eeanertel Of Done tes 2. ot 25 os oss 5 SS. ganas cennk 800, 000 
LIeReNNeLOO COOCININEROAMON.. i. caucc.cceeucccccccseehenkews 800, 000 


Jincludes amendment of $400,000 (H. Doc. 102). 


This appropriation provides for expenses in connection with the VIII 
Olympic winter games, 1960. 

The committee recommends an appropriation of $800,000 for this 
purpose, an increase of $400,000 over the House bill and the full 
amount of the budget estimate. The increase of $400,000 shall be 
available only upon the enactment into law of H.R. 5674 which has 
passed the two Houses and is now in conference. The action of the 
committee is based upon the following information which was fur- 
nished to the committee: 

1. Thirty-two nations will participate in the Squaw Valley games. 

2. Nationalist China—the Republic of China—will also participate. 
Nationalist China accepted an invitation to participate in these games. 
Both the invitation and the acceptance occurred prior to the IOC 
action of May 28, 1959, and remain in effect at the present time. 

3. Red China is not now a member of the International Olympic 
Committee, and will not be permitted to compete at Squaw Valley. 

4. Nationalist China will be carried on the rolls of the IOC as 
“the Republic of China.” 


SALARIES AND EXPENSES, COURT OF MILITARY APPEALS, DOD 


EME DIED ccthidinnienition td Melia Gaba iakccweglas scare $405, 200 
re eee PO on nn ee oe ee nee ee. Pes 425, 000 
BN EIST 0 me ie re ne a Fae ee a nl ee mele ie LORE ee 425, 000 
eerEn I, ENRIIEE UIE TOINUD So no te ae ee 425, 000 
Dene POOSMRNSNCN GION = 25 tt ee rie 425, 000 


This appropriation provides for salaries and expenses of the Court 
of Military Appeals. 

The committee recommends $425,000 for this appropriation. This 
is the budget estimate and the same amount as provided by the House. 


TITLE ITJ—PROCUREMENT 


PROCUREMENT OF EQUIPMENT AND MISSILES, ARMY 


gD $1, 669, 338, 000 
INE BUN las ae ckier a os nue wale a re 1, 024, 700, 000 
OLA LEE LD LEARE LCL TIO EE RN OE 1, 232, 300, 000 
Bienes BEUCRIOD OL DONAG . - . onan nn ono ooo upennah Saco 1, 224, 700, 000 


[ATED TOCOMMENGALION. . .00capoc0<s-cavcccopnbndennne 1, 450, 000, 000 
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This appropriation provides tor procurement of all major supplies 
and equipment and related production equipment and_ facilities, 
including missiles, aircraft, vehicles, electronics, ete., necessary to 
equip, maintain and train the Army active and reserve forces. 

The committee recommends an appropriation of $1,450,000,000 for 
“Procurement of equipment, and missiles, Army.” ‘This is an amount 
$425,300,000 over the budget and $217,700,000 over the House. It is 
$219,338,000 under the amount provided for fiscal year 1959. 

The committee action was taken as a result of the conviction that 
in order to have a strong Army, a high degree of modernization must 
be effectuated. In addition, testimony by the Department of the 
Army indicated that a program deficiency of $267,000,000 may 
develop in fiscal 1960 because MAP reimbursable items from prior 
years and estimated deobligations from fiscal years 1959 and 1960 
may not materialize. 

In order to provide for Army modernization, the committee recom- 
mends the appropriation of new funds of $205,300, 000 plus the resto- 
ration of a $12,400,000 reduction made by the House. As indicated 
elsewhere in the report, the committee also approves the Department 
of Defense plan to apply the House increase of $200,000,000 for the 
NIKE-ZEUS missile and/or Army modernization so that $137 ,000,000 
will be utilized for increased production of NIKE-ZEUS and $63,- 
000,000 to Army modernization. In addition the committee has ap- 

roved the Department of Defense plan to reprogram $76,800,000 of 

NIKE-HERCULES funds, most of which are available from prior 
year appropriations, to augment Army modernization. In addition, 
the committee directs that $41,000,000 in other NIKE-HERCUL ES 
funds be reprogramed to Army modernization. This latter action is 
consistent with Senate action relating to the military authorization 
bill. Thus the total reprograming action from NIKE-HERCULES 
to this segment of Army modernization totals $117,800,000, and 
language has been added to accomplish this. 

Included in the House and Senate bills is a $20,000,000 increase for 
National Guard and Reserve procurement of equipment and missiles. 
If these funds are not fully required by the National Guard and the 
Reserve, utilization by the Department of the Army for modernization 
purposes is authorized. 


AIRCRAFT AND RELATED PROCUREMENT, NAVY 


Appropriations, 1959__..--.------------------------------- $2, 033, 795, 000 
PEPE GUGURUO,. EPC isiicnc a aon snarl uc emaemeranieenmetae 1, 950, 294, 000 
ove Acting so. oa lek bieuck a 22a Le eee ea 1, 969, 394, 000 
Amount requ ented it DE. snitvcnsetioodaiioninnAeteda 1, 950, 294, 000 
Committee recommendation. <.:6 5 4.34 - osewems ene e-s-s-s 1, 950, 294, 000 


This appropriation provides for the procurement and modification 
of aircraft, missiles and supporting equipment for the Navy and 
Marine Corps active and reserve forces. 

The committee has approved the request of the Department of 
Defense and has provided $1,950,294,000 for “Aircraft and related 
procurement, Navy.” This is the budget estimate and an amount 
$19,100,000 under the House. In taking this action, the committee 
has restored the $19,900,000 reduction made by the House and has 
deleted $39,000,000 added by the House for antisubmarine warfare. 
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SHIPBUILDING AND CONVERSION, NAVY 


a, TEED canine nannies sabieideiats athens abditin $2, 069, 400, 000 
DERE ORICD REN, BO ion nae eh am eae aies pe ad wae eee 1, 498, 200, 000 
peas @radt O Se iad Ob A 1, 322, 000, 000 
Amount requested of Senate. . 2.205.620 sue set eudeieeuscecs 1, 498, 200, 000 
Committee recomitiondation s ou 205 6 6 seiwss~ dsc ewi nse dee 1, 636, 200, 000 


This appropriation provides for construction, acquisition and con- 
version of naval veeale: including equipment and materiel for ships. 

The committee has recommended an appropriation of $1,636,200,000 
for “Shipbuilding and conversion, Navy.” This is an amount 
$138,000,000 over the budget and an amount $314,200,000 over the 
House. In providing these funds, the committee has recommended 
the appropriation of $380,000,000 for a nuclear-propelled attack 
aircraft carrier. ‘The budget estimate had requested $260,000,000 for 
a conventionally powered attack aircraft carrier, which had been 
denied by the House. Testimony by the Secretary of Defense and 
the chief of Naval Operations emphasized the necessity for a replace- 
ment of carriers of World War II vintage. The committee’s action 
reflects the conviction that the replacement of overage carriers is 
important to our defense posture, and that the most modern ships 
possible should be constructed. The committee has deleted the funds 
added by the House for antisubmarine warfare, amounting to $97,- 
200,000 in this appropriation, but has added $18,000,000 for procure- 
ment of long lead-time components for one antisubmarine submarine. 
In addition, the committee has restored a general reduction of 
$13,400,000 made by the House in procurement funds. 


PROCUREMENT OF ORDNANCE AND AMMUNITION, NAVY 


REE, COG iis cin baccntn she honnadk dkaenbnaneuied $602, 535, 000 
I ED I ssn. s aw gr ecie h @ ew GOS OE A 564, 069, 000 
SE PO eee oon wee eee teed ee deck baabenkdawouue 627, 369, 000 
Amount réquested of Senate 20.0 oon soos a tues wccels 564, 069, 000 
Cemmition wenomhriGeOaGon. 65 adi) sweden bcneisnsdwbiudade 564, 069, 000 


This appropriation provides for procurement of Navy ordnance 
materiel, including certain missiles and related equipment. 

The cominittee recommends approval of the request of the Depart- 
ment of Defense for $564,069,000 for the appropriation for “‘Procure- 
ment of ordnance and ammunition, Navy.” This is the budget 
estimate and an amount $63,300,000 under the House. The com- 
mittee’s action restores a general procurement reduction made by the 
House of $6,300,000 and deletes House increases of $69,600,000 in the 
antisubmarine warfare program. 


PROCUREMENT, MARINE CORPS 


DUES, (LOO. sh nnccchediseriahnenehnctaenhdbbenhe sin $25, 000, 000 
PRUETRUINEIR DUS. cian hadesiae saeuneheoes onepens hatha 135, 200, 000 
TROUSS QUNOD oso e ene enw nesses s sued deed an Vile HELE 133, 850, 000 
Amount requested of Senate__........---..--.--.--.---------- 133, 850, 000 
Gompmpitiion necduamendation : i. kisses dp Cen biwcepenedstn 133, 850, 000 


This appropriation provides for procurement of all major equip- 
ment necessary to equip the Marine Corps forces and reserve com- 
ponents with the exception of aircraft, certain missiles and related 
supporting equipment. 


Fatale SSID 
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The committee recommends $133,850,000 for the appropriation 
“Procurement, Marine Corps.” ‘This is the amount provided by the 
House and the same amount as the revised request of the Department, 
which is $1,350,000 under the budget. 


AIRCRAFT PROCUREMENT, AIR FORCE 


DERUOEIENG, TUDGencaccscnedeestneneuseubeuneaegnetbedam () 

Demnet cotitiase, 1900s cis psec dbiiakwcenceonsnsteeseanen $4, 409, 100, 000 
euiie Seon sei ca sa to Dh cee dhe bed cit ke 4, 165, 700, 000 
Amount requested of Setiatec . .uwcssn dc aeieen shes steuiniee 4, 409, 100, 000 
Committees Pecommecnda tiene uias ne ow eo 4 dan enna ienmers 4, 316, 600, 000 


1 This appropriation was carried for 1959 in the appropriations “‘ Aircraft, missiles and related procure 
ment, Air Force” and ‘‘ Procurement other than aircraft and missiles, Air Force.” 


This appropriation provides for the procurement and modification 
of aircraft and supporting equipment for the Air Force Active and 
Reserve forces. 

For the appropriation ‘Aircraft procurement, Air Force,” the com- 
mittee recommends $4,316,600,000, a decrease of $92,500,000 from 
the budget estimate and an increase over the House of $150,900,000. 
Restorations made by the committee include $24,500,000 for 35 jet 
utility training aircraft required to provide jet proficiency training to 
pilots and crew members; $23,400,000 for 14 jet navigation ECM 
training aircraft (UC-X) needed for advanced navigator training, 
electronic countermeasure training, and for airway “traffic control 
surveillance; and $50,000,000 of the $100,000,000 requested for modifi- 
cation of aircraft to insure safety of flight for aircraft and crew and 
for correction of service-revealed deficiencies. In addition, the com- 
mittee has restored the reduction in procurement made by the House 
of 1 percent, totaling $42,000,000. ‘The committee has also provided 
$11,000,000 for 11 F-27 mission support type aircraft in order to 
modernize the aircraft in this required program. The committee ap- 
proves the House action deleting $53,500,000 for 10 jet cargo aircraft. 


MISSILE PROCUREMENT, AIR FORCE 


Demttetents, TIGR 1000s innindsinhens> pitedutenbadmnanane ) 

Paes encrnaee 2600 2s ei ae Sen an eee eee $2, 601, 200, 000 
peo Aether in dono ddl Glee oul 2, 448, 300, 000 
Amount: requested of Satiate. i. sce ese sek ese Uls 2, 631, 800, 000 
COIAILEES POROTADIORTINTIOR.. oop ke o cernsin dew enads Reewwee ene 2, 552, 900, 000 


1 This pees was carried for 1959 in the appropriations “Aircraft, missiles and related procure- 
ment, Air Force’ and ‘Procurement other than aircraft and missiles, Air Force.” 


This appropriation provides for the procurement and modification 
of missiles, rockets, and supporting equipment for the Air Force 
Active and Reserve forces. 

The committee recommends an appropriation of $2,552,900,000 for 
“Missile procurement, Air Force.” This is $48,300,000 under the 
budget and $104,600,000 over the House. 

The committee has restored $79,900,000 for missiles and associated 
ground equipment to meet program requirements for the BOMARC 
missile. The budget request was $162,700,000. The House deleted 
these funds and under the revised air defense program a restoration 
of $129,900,000 was requested. The committee believes that the 
funds provided are adequate. 

The committee also restored the $24,700,000 overall reduction made 
by the House in the procurement program. Testimony indicated 
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that the restorations of these funds was necessary to fund the pro- 
gramed objectives. 

The House included $85,000,000 additional for the ATLAS program 
and $77,000,000 additional for the MINUTEMAN program. The 
committee has approved the increase in funds provided by the House 
but directs the Secretary of Defense to utilize these funds for such 
ballistic missile programs as, in his opinion, are most promising to the 
national defense effort. 

Restoration of the $127,500,000 for the MACE missile and asso- 
ciated ground support equipment, deleted by the House, is denied. 
However, if expenditures for the procurement of MACE are con- 
sidered essential, then the committee recommends that the Secretar 
of Defense use maintenance and operation, procurement and researc 
and development funds in his discretion to procure the MACE 
missile. 

As noted earlier in this report, approval of the $172,000,000 which 
the House had earmarked for acceleration of the ATLAS and MIN- 
UTEMAN programs is not to be construed as limiting the additional 
funds to these particular missile programs. The funds in question 
are intended to be used for the acceleration of any ballistic missile 
programs which the Secretary of Defense considers can be accelerated 
in the national interest. 


OTHER PROCUREMENT, AIR FORCE 





SE, SOU. vein OS ook poncctecdemenenaiane sem (?) 

Ses eereme: “Sk eee ea Ne $1, 165, 200, 000 
peewee GGonioi) G2 ea Javed 1, 104, 100, 000 
Assovrit requested! of Benate ic.nnvks 46 sseenenetesdsohawe 1, 156, 900, 000 
Cassmittes Tetommennsion ..«.< «e641 books bsdNNS die Bon nshee 1, 115, 200, 000 


1 This appropriation was carried for 1959 in the appropriations “ Aircraft, missiles, and related procurement, 
Air Force” and ‘“‘ Procurement other than aircraft and missiles, Air Force.’ 


This appropriation provides for ground electronics and communi- 
cations equipment for warning and control systems for air defense, 
and for vehicles, ammunition, and other centrally procured ground 
equipment in support of the Air Force Active and Reserve forces. 
The committee recommends an appropriation of $1,115,200,000 for 
“Other procurement, Air Force.” This is a decrease from the budget 
estimate of $50,000,000 and an increase over the House of $11,100,000. 
In so doing, the committee has agreed to the House reduction of 
$50,000,000 in the radar improvement program but has restored the 
$11,100,000 reduction made by the House in procurement. The 
committee has also provided language in the bill which would earmark 
funds for the Air National Guard, $16,100,000 of which are contained 
in this title and $2,900,000 in ‘‘Aircraft procurement, Air Force.” 





TITLE IV—RESEARCH, DEVELOPMENT, TEST AND 
EVALUATION 


ResEArcH, DevELOPMENT, TEST AND EvaALuaTion, ARMY 


Rear, OG ccm. e meme dines atiee beatier dre tern bation tt $507, 345, 000 
NE TIE ORE uc ie ws os oe cade RR On nil nade nasa tented 11, 046, 515, 000 
eee eae t een ande eds pesetene 1, 046, 515, 000 
Amount renumeten of Senate. .....csscnnne ett ilQevi AA. 1, 035, 715, 000 
Committee recommendation--.....-.--------.--...-------. 1, 035, 715, 000 


1 Includes items previously budgeted under other accounts, 
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This appropriation provides for expenses for basic and applied 
scientific research, development, test, and evaluation, includin 
maintenance, rehabilitation, lease and operation of facilities an 
equipment. 

The committee recommends an appropriation of $1,035,715,000 for 
“Research, development, test and evaluation, Army.” This is 
$10,800,000 under the budget estimate, which was provided by the 
House, but is the amount requested by the Department of Defense 
under the revised air defense program. 


RESEARCH, DEVELOPMENT, TEST AND EVALUATION, NAVY 


BOUIONTRGUIE 1900. LL. cece on odcck bos dew scacuaore nn ade $830, 779, 300 
Buawer éstimiadte; 1060: 22022 eee La Sa 1 970, 920, 000 
House action....... 330s. 2ioou oseese sl bese. 1, 015, 920, 000 
UO TERMONIEE OF BEING s nd dcccacinncacduectacensuumianiie 972, 305, 000 
PUIG eie SEINE i i a i rie te 970, 920, 000 


1 Includes items previously budgeted under other accounts 


This appropriation provides for expenses for basic and applied 
scientific research, development, test, and evaluation, including main- 
tenance, rehabilitation, lease, and operation of facilities and equipment. 

The committee recommends an appropriation of $970,920,000, the 
budget estimate, and an amount $45,000,000 below the House amount. 
The committee approved the Department of Defense request to delete 
the additional amount of $45,000,000 for antisubmarine warfare added 
by the House. 


RESEARCH, DEVELOPMENT, TEST AND EVALUATION, AIR FORCE 


Batopridtions; 1900... 2. ko ce cnapegaoeeetocaee $751, 829, 000 
Baawet éstitiate: 1000) 2 feeb bee boy Oe 11, 149, 900, 000 
House aotion. i. oso cJGs acc ue cia) utes) 1, 159, 900, 000 
Antount raquested.dt Bendtes -<.dasnesiusis ascahe cicha ans hee 1, 159, 900, 000 
Committee raberm MGntOROR iss co. snciduninnaiduosicidnbiaet 1, 159, 900, 000 


‘Includes items previously budgeted under other accounts. 


This appropriation provides for expenses for basic and applied 
scientific research, development, test, and evaluation, including 
maintenance, rehabilitation, lease and operation of facilities and 
equipment. 

The committee recommends an appropriation of $1,159,900,000 for 
“Research, development, test and evaluation, Air Force.” This is 
the same amount as provided by the House and $10,000,000 over the 
budget estimate. The additional amount added by the House was 
for the acceleration of the MINUTEMAN program. The Depart- 
ment of Defense indicated that it would not request that this amount 
be deleted as it would provide additional flexibility within the pro- 

am. 

“oe addition the committee recommends the inclusion of language 
which would prevent the duplication of construction, maintenance, 
or rental of missile testing facilities in the Air Force until the fullest 
use is made of existing facilities. 
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SALARIES AND EXPENSES, ADVANCED RESEARCH PROJECTS AGENCY, 


DOD 
Aponopribtions, | 1000... .cnciini cc cdentmasanesscsebnbsnedeskine $520, 000, 000 
DOING ROOD ica iin com cui icanste shane dukenduadadat 455, 000, 000 
TS a a ee 455, 000, 000 
RETR LOCUM OF ODI. one cnn ascoccosnccouees obbueseee 455, 000, 000 
Committee recommendation io... 0 Joos ao eioe 455, 000, 000 


This appropriation provides funds to support programs of an ad- 
vanced type having military application such as missile defense sys- 
tems, satellites and other space vehicle systems, and other advanced 
research and development programs as may be designated and deter- 
mined by the Secretary of Dieters: 

The committee recommends an appropriation of $455,000,000, the 
budget estimate, and the amount provided by the House for “Salaries 
and expenses, Advanced Research Projects Agency.” 


EMERGENCY FUND, DEPARTMENT OF DEFENSE 


DRE TOE. .0.sc gp nesnntnctsesédsaccupetacsnbhediaiad 1$150, 000, 000 
Bune Gatimnte 1000. i cose tee es abe ie BULL 1150, 000, 000 
Momeneiete 3:3) casitaenewsndiinedeaisdeemunedesebseious 1150, 000, 000 
EE CORUOEAE CL ATRL \ .. wncridun Suen mend cnmeeabe 1150, 000, 000 
(CO RUENIERUIODD .. . o cnomsenbancnacrecnecsnanenses 1150, 000, 000 


1 Plus transfer authority of $150,000,000. 


This appropriation provides necessary flexibility to permit the 
prompt exploitation of technological breakthroughs and to handle 
unexpected developments related to the research, development, test 
and evaluation programs of the Department of Defense while at the 
same time avoiding the disruption of the current research and develop- 
ment programs. In addition to the direct appropriation, the Secretary 
of Defense is also provided with authority to derive by transfer 
additional funds from such appropriations available to the Depart- 
ment of Defense for obligation during the current fiscal year as the 
Secretary may designate. Funds appropriated or derived by transfer 
are available for transfer by the Secretary of Defense, with the 
snpeory of the Bureau of the Budget, to any appropriation for 
military functions under the Department of Defense available for 
research, development, test and evaluation or procurement or produc- 
tion related thereto. 

The committee recommends an appropriation of $150,000,000 plus 
transfer authority of $150,000,000 for the “Emergency fund, Depart- 
ment of Defense.’ This is the amount provided by the House, and 
is the budget estimate. 
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GENERAL PROVISIONS 
SECTION 603. REPRESENTATION ALLOWANCES 


The committee has approved the request of the Department of 
Defense in providing the following language: 


allowances as determined by the Secretary of Defense, for the 
representation of the United States by officers of United States 
military missions to foreign countries; 


The purpose of this amendment is to permit the payment of a 
er ee allowance for representation of the United States by 
officers of the U.S. military missions in foreign countries. 


SECTION 617. LEGAL TRAINING 


The committee recommends the inclusion of the following language: 


: Provided, further, That such limitation shall not apply in 
the case of four Marine Corps officers below the grade of captain 
(at the tume such training 1s begun hereunder) if such officers 
agree in writing to serve in the Marine Corps for a period of not 
less than siz years after completion of sich training and agree 
to seek admission to the bar of the highest court of a State or of 
the District of Columbia upon completion of such training 


The effect of the above amendment would be to permit the Marine 
Corps to train four officers, under the conditions provided, in the 
legal profession. 


SECTION 630. LEGISLATIVE LIAISON ACTIVITIES 


The committee has agreed to the inclusion of the House language 
limiting the use of funds for legislative liaison activities of the Depart- 
ment of Defense, but has reduced the amount of the limitation from 
$2,900,000 to $2,400,000. However, by language in the bill, the 
amount provided shall be available for apportionment among the 
three Departments and the Office of the Secretary of Defense as de- 
termined by the Secretary of Defense. 


SECTION 631. MILITARY AIR TRANSPORTATION SERVICB 


The committee recommends that the present section 631 of the bill, 
which was inserted by the House, be deleted and that the following 
section be substituted: 


Src. 631. Of the funds made available by this Act for the 
services of the Military Air Transport Service, $100,000,000 
shall be available only for procurement of commercial air trans- 
portation service from carriers certificated by the Civil Aero- 
nautics Board as scheduled or supplemental air carriers; and 
the Secretary of Defense shall utilize the services of such civil air 
carriers which qualify as small businesses to the fullest extent 
found practicable. 


The committee specifically reaffirms all language on the use of com- 
mercial air carriers contained in the report on the 1959 Department 
of Defense appropriations bill. (S. Rept. No. 1937, 85th Cong., 2d 
sess. ), 
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The committee recommends that the funds made available to 
the Military Air Transport Service which can be used only for the 
procurement of commercial air transportation be increased from 
$80,000,000 to $150,000,000; that such service be procured from car- 
riers certificated by the Civil Aeronautics Board as scheduled or 
supplemental air carriers; and that the Secretary of Defense utilize 
the services of such certificated carriers which qualify as small busi- 
ness to the fullest extent found practicable. 

The committee strongly recommends that in the procurement of 
commercial air transportation MATS make greater use of common 
carriage, for both passengers and cargo, wherever tariffs filed with the 
Civil Aeronautics Board appear to offer a reasonable rate which gives 
proper consideration to the reduced expenses to the carriers for such 
carnage. ‘The committee believes that MATS should make proper 
use of both common and contract carriage, and not continue to rely 
solely on contract carriage obtained by competitive bids. In a num- 
ber of cases, Alaskan and overseas carriers are now receiving a subsidy 
from the CAB, which could be eliminated or greatly reduced if these 
carriers’ scheduled capacity were properly utilized for military pas- 
sengers and cargo. To contract for capacity which duplicates unused 
subsidized capacity is clearly wasteful. 

The term ‘certificated supplemental air carriers” includes all carriers 
which the CAB has certificated as such; all to which the CAB has 
awarded a hearing in order to qualify for such certification; and those 
whose certificated status is pending before the U.S. Court of Appeals 
for the District of Columbia Circuit. It is not the intention of the 
committee to include any carrier not subject to economic regulation 
by the CAB. 

Section 631 requires the Secretary of Defense to utilize the services 
of scheduled and supplemental carriers which qualify as small busi- 
nesses to the fullest extent found practicable. A similar provision was 
initiated by the Senate last year, accepted by the House inconference, 
and reenacted by the House in its action on the pending bill. This 
provis'on serves to protect and maintain a vital segment of the civil 
reserve air fleet which has proven of unique value in military airlift. 
Thi: provision is in keeping with standard practice by the Department 
of Defense in other types of procurement. 

The committee is pleased with indications that MATS is moving 
in the direction of a purely logistical air fleet. The committee has 
repeatedly urged that the strictly commercial type of requirement be 
filled by the commercial air carriers. We reiterate that MATS should 
confine itself to carriage of hard-core, outsized cargo, leaving other 
freight and passengers to the civil air carriers. 

The committee is concerned by evidence, presented before this and 
other congressional committees, indicating a lag in the development of 
adequate, all-cargo equipment. To remedy this, the committee 
recommends a greater utilization of certificated all-cargo carriers on 
the routes assigned to them by the CAB, both domestically and inter- 
nationally. Revenues from this source should encourage the all-cargo 
carriers as well as the supplemental carriers to develop new types of 
cargo equipment in preference to adding such aircraft to the MATS 
fleet at Government expense. 

In regard to domestic air travel, the committee has studied alarming 
evidence that the Department of Defense and the three services are 
indulging in unjustified expenditures to purchase air transportation 
(first class) for military personnel that is both more luxurious and 
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costly than the type of air travel which is customarily used by the 

traveling public (air coach). In fiscal 1958, the Department of De- 

fense purchased first-class travel within continental United States for 

850,000 military passengers, as opposed to only 131,000 by air coach 
) 


(economy class) and 194,000 hy charter. ‘The Department of Defense 
should immediately institute the policy of utilizing economy class or 
charter service for all personnel, with exceptions only where justified. 

The committee commends the Air "orce for instituting a policy of 
utilizing air transportation as a means of reducing 1n-transit time for 

ersonnel and cargo. The committee strongly recommends that this 
sine the policy of the entire Defense Fstablishment. Mobility 
and economy will result if the services recognize the specific monetary 
value of time saved in the evaluation of transportation costs. 


SECTION 633. TRANSFER OF FUNDS FOR BALLISTIC MISSILE PROGRAM 


The committee recommends the inclusion of the following section 
dealing with the transfer of funds for the ballistic missile program: 


During the current fiscat year, the Secretary of Defense, 
with the approval of the Bureau of the Budget. may. whenever 
he deems it advantageous to the national defense to accelerate 
any ballistie missile program or nonballistie strategic or tactical 
missile programs, transfer to any appropriation tor military 
functions under the Department of Defense available for research, 
development, test and evaluation or procurement and production 
of ballistic missile systems or nonballistic strategic or tactical 
missile programs, up to 10 per centum of the amounts pro- 
gramed for obligation during the current fiscal year for research, 
development, test and evaluation, procurement and production 
or operation and maintenance of missile systems or continental 
air defense programs: Provided, That any appropriations trans- 
ferred shall not exceed 10 per centum of the appropriation trom 
which transferred: Provided further, That the Secretary of 
Defense shall notify the Appropriations Committee of the 
Congress promptly of all transfers made pursuant to this 
authority. 


In order to provide for the acceleration of the ballistic missile 
program, the committee has included language which permits the 
Secretary of Defense, with the approval of the Bureau of the Budget, 
to transfer under certain conditions up to 10 percent of funds pro- 
gramed for obligation in the appropriations cited. It will be noted 
that any appropriation transferred shall not exceed 10 percent of 
the appropriation from which the transfer was made. The committee 
wishes it clearly understood by the wording of the amendment that 
the funds may not be transferred to the NIKE-AJAX, NIKE- 
HERCULES, or BOMARC programs, although funds programed for 
these missiles may be so transferred to ballistic missile programs or 
nonballistic strategic or tactical missile programs. 

The Department of Defense is directed to submit to the Appropria- 
tions Committees of the Congress, within 30 days after enactment of 
this act, a detailed report showing the amounts programed for obliga- 
tion during the current fiscal year for missile systems and continental 
air defense programs in the appropriations covered by section 633. 
This will establish the base for the transfers authorized by this 
provision. 
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ALASKA TROOP MILK 






Testimony before the committee indicated that the Department of 
Defense was presently serving reconstituted grade C milk to Army 
troops stationed in Alaska, while fresh grade A milk was being 
served to troops in the other States. The committee directs the 
Department of Defense to serve fresh grade A milk to men in the 
services in every State, unless a great disparity in cost between 
grade A milk and other milk is evidenced. 


SMALL BUSINESS PROCUREMENT 





The committee was requested to recommend two amendments 
designed to protect and increase the participation of small businesses 
in defense procurement contracts. The committee is sympathetic 
to the purposes for which the amendments were designed, but believes 
that the entire problem involves matters of such magnitude as to 
deserve detailed and complete study. It, therefore, suggests that 
the matter be brought to the attention of the proper legislative 
committees. Meanwhile, the committee calls the problem to the 
attention of the Department of Defense and directs that the Depart- 
ment utilize the services of small business concerns to the fullest 
extent practicable. 

WAGE BOARD INCREASES 





During its consideration of appropriations bills, and particularly 
supplemental appropriation bills, the committee has received testi- 
mony from the various departments of the Government that unbudg- 
eted wage board increases have created a serious problem to orderly 
planning of the current year’s program. Wage board increases have 
amounted to approximately 50 percent in the past 7 years. Such 
increases, when allowed, are retroactive to 45 days from the start of 
the wage survey in a given area. Were these increases limited to a 
small number of employees, the impact could probably be absorbed 
without serious effect. However, with over 600,000 wage board 
employees in the Government, the effect on current programs fre- 
quently hurts carefully planned programs. Hoped for stabilization 
in this situation, long anticipated, has not been accomplished and will 
not under present procedure unless present wage spirals level off. 
Testimony indicated that budgets, by the time they become law, are 
based on actual wage board salaries being paid up to 12 months earlier. 
Since budgets are annual in nature, a 24-month span is covered, not 
based on anticipated salaries, but on actual wages in force from 1 to 2 
years previously. Whether such increases are required to be absorbed, 
or whether a subsequent supplemental appropriation is made, the 
effect on the planned program for a bureau or department is obvious. 

The committee understands that a study is being made within the 
Department of Defense on this matter. The committee hopes that 
the study will be expedited and suggests that the Bureau of the 
Budget, the Civil Service Commission, and the departments and 
agencies involved will attack the problem speedily so that carefully 
formulated programs approved by the Congress will not in the future 
be subject to the disruptions caused by perennial wage changes. The 
committee believes that this problem is of such importance that if 
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legislation is required to solve the problem, the proper procedures 
should be initiated. 


REPROGRAMING ACTION 


Recently the committee has been receiving, by request, semiannual 
reports on certain reprograming actions in major fields of procure- 
ment. These reprograming actions result from changes within an 
appropriation from those originally contemplated and budgeted for, 
testified to, and described in the justifications submitted to the com- 
mittee. Their purpose may in no way deviate from the appropriation 
language descriptive of the functions for which the funds have been 
provided. 

In line with House action as contained in House report the Senate 
committee hereby formalizes its request for reprograming reports 
from the Department of Defense on the same basis as requested by the 
House committee. 


59004°—59 _ S. Rept., 86-1, vol. 4 20 
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PROVIDING AN ELECTED MAYOR, CITY COUNCIL, AND NONVOTING 
DELEGATE TO THE HOUSE OF REPRESENTATIVES FOR THE 
DISTRICT OF COLUMBIA, AND FOR OTHER PUPROSES 


Juuy 7, 1959.—Ordered to be printed 


Mr. Harrxe, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany S. 1681) 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1681) to provide an elected mayor, city council, school 
board, and nonvoting delegate to the House of Representatives for 
the District of Columbia, and for other purposes, after full considera- 
tion report favorably thereon with amendments and recommend that 
the bill, as amended, do pass. 

The committee adopted a number of amendments to the bill as 
introduced. The majority of these amendments were of a clarifying 
and conforming nature, and are discussed in detail in a summary of 
the bill by titles later in this report. 


HISTORY OF LEGISLATION 


Three measures were considered by the committee on the subject of 
home rule for the District of Columbia. These included two bills, 
S. 659, introduced by Mr. Bible, by request of the Board of Com- 
missioners of the District of Columbia; 5S. 1681, introduced by Mr. 
Morse, and Senate Joint Resolution 10, also introduced by Mr. 
Morse. Hearings were held upon the measures on April 15, 16, 17, 20, 
30, May 1, and 15, 1959, at which oral testimony was received from 
47 witnesses including 6 Senators and 6 Congressmen. In addition 
written statements and communications were received from 39 
individuals including 3 Senators and 6 Congressmen. 

The preponderance of the testimony received supported home rule 
in principle. It was noted by the committee that in many instances 
witnesses who testified in favor of S. 659, when pressed, indicated that 
they did so on the basis that it was the measure most likely to be 
favorably considered by the Congress and the Executive, although 
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their basic preference was for the greater degree of self-government 
contained in S. 1681. 

It was the feeling of the committee that most careful consideration 
has been given to the matter and that the reported measure is the 
broadest delegation of municipal franchise rights that it is feasible and 
proper to provide in order to restore self-rule in a workable form to the 
inhabitants of the District. 

The 1959 hearings upon this subject represent the continuation of 
a legislative process initiated with the introduction of H.R. 3545 of the 
43d Congress on June 1, 1874. Since that time through the 85th 
Congress, 41 home rule bills have been placed before 17 biennial ses- 
sions of the Congress. The Senate has had reported to it, starting 
in 1949 but prior to the reporting of the present bill, five measures of 
which four have been passed. None have been enacted. 

With but perfecting changes, S. 1681 is the descendant of S. 669 of 
the 84th Congress which passed the Senate on June 29, 1955, and of 
S. 1289 of the 85th Congress which was laid aside by the committee 
in favor of S. 1846 (a bill comparable to S. 659 of the present Congress), 
providing for territorial status for the District which measure passed 
the Senate on August 6, 1958. 

The controlling constitutional provision respecting the District is 
article I, section 8, clause 17: 


Congress shall have power * * * To exercise exclusive 
legislation in all cases whatsoever, over such District (not 
exceeding ten miles square) as may, by cession of particular 
States, and the acceptance of Congress, become the Seat of 
the Government of the United States, * * *. 


The first government of the city of Washington consisted of a 
mayor, appointed by the President, and a city council, elected by 
the people of the city. This was in 1802. In 1812, the city council 
was permitted to elect the mayor of Washington, and in 1820 and 
thereafter the mayor was elected by the people. This government 
continued until 1871. 

By an act of Congress, February 21, 1871, the corporations of 
Washington and of Georgetown were abolished and a territorial form 
of government, consisting of a governor and board of public works, 
and a legislative assembly, was set up. The legislative assembly 
consisted of a council of 11 members, and a house of delegates of 22 
members. The District also had a Delegate in the House of Repre- 
sentatives. The Governor, the Board of Public Works, and the 
Council were appointed by the President. The 22 members of the 
house of delegates were elected by the people. The District of 
Columbia had a Delegate in the House of Representatives until 1875. 

This form of government lasted 3 years, or until June 20, 1874, when 
Congress provided that the District of Columbia should be governed 
by three Commissioners, appointed by the President. This was known 
as a temporary form of government, and lasted until July 1, 1878, 
when the present permanent commission government was set up. 
In the creation of the temporary commission form of government in 
1874, and the permanent form in 1878, no provision was made for 
the franchise and so, for the first time in three-quarters of a century, 
no part of the District exercised the right of suffrage. 

In 1878, the expense of the Federal City was borne jointly by the 
District and the United States, on a 50-50 basis. In 1922, this was 
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changed to a 60-40 ratio, and in 1938 the share of the United States 
was changed legally to a lump sum, which today is approximately 
10 percent of the general fund. 

The reported measure has had the benefit of careful study and 
technical amendments which were incorporated in previous bills as 
the result of suggestions made by authorities in the fields of public 
administration and finance. ‘This is especially the case with respect 
to bonding provisions of the measure. 


PURPOSE OF THE BILL 


The purpose of the bill is to convey to the greatest extent permis- 
sible municipal home rule to the residents of the National Capital, 
thus restoring the powers of local self-government suspended in 1874. 
This grant is a delegation of the powers of the Congress contained in 
article I, section 8, clause 17 of the Constitution of the United States, 
which pertains only to those matters municipal as distinguished from 
those national in scope. 

The delegation is given with the express reservation that the Con- 
gress may at any time revoke or modify the delegation in whole or in 
part, and further that the Congress may take such action as, in its 
wisdom, it deems desirable with respect to any municipal action taken 
by the people or the government of the municipality under the au- 
thority of the charter. The Congress would continue to initiate local 
legislation should it so desire. ‘Thus, the Congress, under the terms 
of this bill, retains full residual, ultimate and exclusive legislative 
jurisdiction over the District in conformity with the constitutional 
mandate. 

The bill would establish the District of Columbia as a body politic 
and corporate in perpetuity which would be the successor of the pres- 
ent commission form of government. Provision is made for an elected 
mayor and an elected nine-man council to exercise the municipal au- 
thorities conveyed to the District. The mayor and council would 
take over the functions of the present Board of Commissioners, which 
would be abolished. The District Council would be endowed with 
local legislative power, including taxing and borrowing power, subject 
to certain enumerated restrictions and to the overriding power of 
Congress to repeal, amend, or initiate local legislation and to modify 
or revoke the charter itself. This endowment of local power would 
relieve the Congress of the detail of District affairs, as has been done 
in the case of the Territories. 

In addition, the office of a nonvoting elected Delegate to the House 
of Representatives is incorporated in the bill in order that the Con- 
gress may be kept currently informed as to the needs of the District 
which cannot be met through the local instrumentalities. His duties, 
powers, and privileges are those accorded the Delegate from a Terri- 
tory. 

The District Council would have authority to decide how the school 
system should be administered. For example, the Council might pre- 
scribe an elective school board, an appointive school board, or even a 
department of education with a single administrator at its head. 

he members of the Board of Elections (a presently existing agency 
created by the District of Columbia Primary Act of August 12, 1955) 
shall continue in office for the remainder of the terms for which they 
were appointed. Their successors would be appointed, without regard 











4 PROVIDING A MAYOR, COUNCIL, AND DELEGATE FOR D.C, 


to political affiliations, by the Mayor, by and with the consent of the 
Council. In addition to its other duties, the Board of Elections would 
conduct registrations and nonpartisan elections as provided for in the 
bill. 

By the District of Columbia Primary Act of August 12, 1955, estab- 
lishing a formal system of registration by party and election of party 
officials and delegates to the national political conventions under the 
supervision of a board of elections, the Congress gave the citizens of 
the District of Columbia their first taste of suffrage since 1874. 

The objectives underlying the bill are threefold: (1) To relieve the 
Congress of the detail of District affairs, as has been done in the case 
of the Territories, while still retaining the control in Congress required 
by the Constitution; (2) to provide self-government in local matters 
for the residents of the District of Columbia; and (3) to provide an 
efficient and economical government for the District of Columbia. 

The bill provides that on a date to be fixed by the Board of Elec- 
tions, not more than 9 months after the enactment of this act, a refer- 
endum shall be conducted to determine whether the registered qualified 
electors accept the charter. As used in titles XIII and XIV of the 
bill, the term ‘‘charter” means titles I to XI, both inclusive, and titles 
XV, XVI, and XVII. If the charter is accepted the proposed munici- 
pal government would then succeed the present commission form in 
accordance with the terms of the bill. Should the charter be rejected 
by the qualified electors, then the present commission form of govern- 
ment would be retained. The definition of a qualified elector will be 
found in title VIII of the bill and is covered in the summary of the bill 
by titles. 

A summary of the bill, by titles, follows: 


TITLE I-——DEFINITIONS 


Contains definitions of principal terms used in the bill. 


TITLE II—-STATUS OF THE DISTRICT 


Incorporates the District of Columbia as a body politic and corporate 
in perpetuity for governmental purposes. Provides that all the terri- 
tory constituting the permanent seat of the Government of the United 
States shall continue to be designated as the District of Columbia, 
and that the boundary line between the District of Columbia and the 
Commonwealth of Virginia remains unchanged. 


TITLE III—THE DISTRICT COUNCIL 


Creates a District Council consisting of nine members elected as 
provided in title VIII. The qualifications for members of the Council 
are set forth as follows: (1) A qualified elector; (2) is domiciled in the 
District and resides in the ward from which he is nominated; has, 
during the 3 years next preceding his nomination, resided and been 
domiciled in the District and has for 1 year preceding his nomination 
resided and been domiciled in the ward from which he is nominated; 
(3) holds no other elective public office; and (4) holds no appointive 
office for which compensation is provided out of District funds. 

The compensation for such members is fixed at $8,500 per annum 
for the Chairman and $6,500 for members. 
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The powers of the present Board of Commissioners are transferred 
to the Council, except those conferred on the Mayor, and the Board of 
Commissioners is abolished. 

The Board of Education is abolished, and its functions are trans- 
ferred to the Council for exercise in such manner and by such person 
or persons as the Council may direct. 

The Zoning Commission, the Public Utilities Commission, the 
Redevelopment Land Agency, the Armory Board and the National 
Capital Housing Authority are abolished and their functions trans- 
ferred to the Council. Powers of the Council and the qualified 
electors, and the limitations on those powers are spelled out. The 
Commission on Mental Health, the National Zoological Park, the 
Washington Aqueduct, the National Guard of the District of 
Columbia, or any Federal agency are specifically excluded from the 
authority of the District government. 

The qualified electors and the Council are prohibited from passing 
any act inconsistent with or contrary to any provision of any act of 
Congress as it specifically pertains to any duty, authority, and re- 
sponsibility of the National Capital Planning Commission, except 
as to membership on the National Capital Planning Commission 
and the National Capital Regional Planning Council as regards to 
the Engineer Commissioner or the Board of Commissioners. 

The bill makes explicit the constitutional power of Congress to 
legislate at any time with respect to the District of Columbia. 

Jurisdiction over the municipal courts shall vest with the Council. 
Any person to be appointed or elected after the date of enactment of 
this act shall hold office for a term of not less than 10 years and receive 
a salary not less than the amount payable to an associate judge of the 
municipal court. 

The bill provides for the election from its members of a Chairman 
and a Vice Chairman of the Council, the appointment of a secretar 
as its chief administrative officer with duties as specified in the bill, 
and such assistants and clerical personnel as may be necessary, the 
calling of the first and regular meetings, the establishment of com- 
mittees, the scope and form of acts and resolutions, and the procedure 
for the adoption and passage of zoning acts. The Council is em- 
powered to conduct investigations, and to issue and enforce subpenas. 


TITLE IV—-MAYOR 


Creates the office of Mayor to be elected as provided in title VIII. 
The qualifications for holding the office of Mayor are as follows: (1) 
A qualified elector; (2) is domiciled and resides in the District and has 
during the 3 years next preceding his nomination been resident in and 
domiciled in the District; (3) holds no other elective public office, and 
(4) holds no appointive office for which compensation is provided out 
of District funds. His salary is to be $15,000 annually, with an 
allowance for official expenses of not more than $2,500 annually. The 
bill confers on him usual administrative powers and duties, including 
the power to appoint personnel in the executive branch of the govern- 
ment and to remove such personnel in accordance with applicable 
laws and regulations. The Mayor would have full authority to 
execute the powers and duties imposed upon him by law, including 
the authority to redelegate functions to subordinate officials as he 
deems necessary. The Mayor shall keep the Council advised of the 











6 PROVIDING A MAYOR, COUNCIL, AND DELEGATE FOR D.C. 


financial condition and future needs of the District, and make such 
recommendations to the Council as may seem to him desirable, 
The Mayor is empowered to veto acts of the Council; they may be 
passed over his veto by vote of two-thirds of the members of the 
Council. 

TITLE V—THE DISTRICT BUDGET 


The fiscal year of the District of Columbia is fixed by the bill, and 
the preparation and adoption of the budget is provided for. The 
Council is empowered to rescind previously appropriated funds then 
available for expenditure, or to appropriate additional funds. 


TITLE VI—BORROWING 


The District is authorized to incur indebtedness by issuing its bonds 
in either coupon or registered form to fund or refund indebtedness of 
the District at any time outstanding and to pay the cost of construct- 
ing or acquiring any capital projects requiring an expenditure greater 
than the amount of taxes or other revenues allowed for such capital 
projects by the annual budget, with a restriction that the aggregate 
debt, including debt owed to the Treasury of the United States, is not 
to exceed 12 percent of the average assessed value of the taxable real 
and tangible personal property of the District as of the 1st day of July 
of the 10 most recent fiscal years for which such assessed values are 
available. The bill provides that new debt would have to be approved 
by the voters except that, within the 12 percent limitation, debt up to 
2 percent (in the aggregate) of the assessed valuation of taxable real 
and personal property could be authorized by the Council without 
approval of the voters. The Council shall make provision for the 
payment of any bonds issued pursuant to this title, and the bill sets 
forth the provisions which must be contained in an act authorizing the 
issuing of bonds. 

The Council is authorized to issue supplemental notes in a total 
amount not to exceed 5 percent of the total appropriations for the 
current fiscal year if there are no unappropriated funds available to 
meet supplemental appropriations. Such notes and renewals thereof 
shall be paid not later than the close of the fiscal year following that in 
which such act becomes effective. Short term notes may be issued 
in anticipation of revenues in an amount not to exceed 20 percent of 
the total anticipated revenue for the current fiscal year. 

Bond acts of the District shall, where necessary, provide for the 
levy annually of a special tax without limitation of rate or amount 
upon all taxable real and personal tangible property in the District 
in amounts, which, together with other revenues of the District 
available and applicable for such purposes, will be suflicient to pay 
principal and interest as these fall due. In addition, the full faith and 
credit of the District for the payment of the principal and interest 
on all bonds and notes is pledged. 

Bonds and notes issued by the Council and the interest thereon 
would be exempt from all Federal and District taxation except estate, 
inheritance, and gift taxes. 

The bill would permit national banks, Federal building and loan 
associations and Federal savings and loan associations and banks, 
trust companies, building and loan associations, and savings and loan 
associations domiciled in the District of Columbia, to underwrite and 
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trade in public bonds or notes of the District issued pursuant to this 
title. 
TITLE VII—FINANCIAL AFFAIRS OF THE DISTRICT 


This title provides for the bonding of employees of the District 
and the Mayor is charged with the administration of the financial 
affairs of the District. He must prepare and submit the annual 
budget estimates and budget message; supervise and be responsible 
for all financial transactions: maintain systems of accounting and 
internal control; submit to the Council a monthly financial statement 
by appropriation and department; prepare at the end of each fiscal 
year a complete financial statement; supervise and be responsible 
for the assessment of all property subject to assessment within the 
District; supervise and be responsible for the assessment and collec- 
tion of all taxes, special assessments, license fees, and other revenues; 
have custody over all public funds belonging to or under the control 
of the District; and have custody of all investments and invested 
funds of the District. 

The Council may provide for the transfer during the budget year 
of any appropriation balance then available for one item of appropria- 
tion to another item of appropriation, and the allocation to new items 
of funds appropriated for contingent expenditure. The bill provides 
that no officer or agency of the District shall expend or contract to 
expend any money for any purpose in excess of amounts available 
under appropriations therefor, except expenditures for capital im- 
ae to be financed in whole or in part by the issuance of 

onds. 

The bill provides for an independent audit by the General Account- 
ing Office in accordance with rules and regulations prescribed by the 
Comptroller General. Such audit reports as the Comptroller General 
deems necessary shall be submitted to the Congress, the Mayor, and 
the Council. The Mayor, with the advice and consent of the Council, 
and the Director of the Bureau of the Budget are given power to 
enter into agreements concerning the manner and method by which 
amounts owed by the District to the United States, or by the United 
States to the District, shall be ascertained and paid. 


TITLE VIII—ELECTIONS IN THE DISTRICT 


The bill continues the Board of Elections as established by the 
District Primary Act. Successors to the present Board, after their 
terms have expired, would be appointed without regard to political 
affiliations by the Mayor, by and with the advice and consent of the 
Council, for a term of 3 years. The Board is charged with main- 
taining a permanent registry; conducting registrations and elections; 
determining appeals; printing, distributing, and counting ballots; 
dividing the District into three wards as nearly equal as possible in 
population and of geographic proportions as nearly regular as possible; 
establishing voting precincts; operating polling places, certifying 
election results, and other duties. The Board is given authority to 
prescribe such regulations as may be necessary for the purposes of 
the act, and the salary of each member is fixed at the rate of $1,500 
per annum. Present law provides compensation for Board members 
at $25 per day while performing duties. 
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The Board of Elections shall conduct a general election in each 
even-numbered year commencing with 1960, and in any odd-num- 
bered calendar year commencing with 1961, if an act authorizing the 
issuance of bonds as required by section 602 to be submitted for a 
referendum at an election is enacted at least 40 days prior to the date 
for conducting the election in such year. 

General elections are to be held on the fourth Tuesday before the 
Tuesday in November prescribed for runoff elections. The latter are 
to be held on the first Tuesday after the first Monday in November. 

The offices to be filled by election are members of the Council, the 
Mayor, and the District Delegate. Members of the Council shall be 
elected for 2-year terms beginning on January 1 of the odd-numbered 
year following such election. ‘The Mayor shall be elected for a 4-year 
term beginning on January 1, 1961, and on January 1, following such 
such election, of every other odd-numbered year thereafter. The 
District Delegate shall be elected for 2 years beginning at noon on 
January 3 of the odd-numbered year following such election. 

The bill provides a procedure for the recall of any elective officer of 
the District of Columbia by the qualified electors of the District. 
The petition to be filed demanding the recall by such qualified electors 
of any elective officer must be signed by not less than 25 percent of 
the number of qualified electors voting at the last preceding general 
election. ‘The petition must set forth the reasons for such demand, 
and be filed with the Secretary of the Council. 

On the ballot at such election shall be printed in not more than 200 
words the reason for demanding the recall of any elective officer, and 
in not more than 200 words, the officer’s justification or answer to 
such demands. No petition demanding the recall of any officer shall 
be circulated until he has held office for a period of 6 months. 

The Board of Elections is authorized to prescribe such regulations 
as may be necessary with respect to the form, filing, examination, 
amendment, and certification of petition for recall, and with respect 
to the conduct of any special election held for this purpose. 

Vacancies in the office of Mayor or in the Council are to be filled at 
the next general election. It is provided that until a vacancy in the 
office of Mayor or in the Council can be filled in a general election, @ 
vacancy in the office of Mayor shall be filled by appointment by the 
Council, and a vacancy in the Council shall be filled by appointment 
by the Mayor. 

In the event the office of Delegate becomes vacant at a time when 
the unexpired term is 6 months or more, a special election is authorized. 

A qualified elector shall be a person who has maintained a domicile 
or place of abode in the District continuously during the 1-year 
period ending on the date of the election; who is a citizen of the United 
States; who is on the day of election at least 21 years of age; who 
has never been convicted of a felony or, if so convicted, has been 
pardoned; who is not mentally incompetent as adjudged by a court 
of competent jurisdiction and who certifies that he has not, within 
1 year immediately preceding the election, voted in any election at 
which candidates for any municipal offices (other than in the District 
of Columbia) were on the ballot. The term “municipal office” as 
used in the bill means an office of any governmental unit subordinate 
to a State or Territorial government. 

The bill provides that no persons shall be registered unless he shall 
be able to qualify otherwise as an elector on the day of the next elec- 
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tion; he executes a registration affidavit on a form prescribed by the 
Board of Elections showing that he will meet on election day all the 
requirements of a qualified elector. An appeal procedure is provided 
for a person who is not permitted to register. 

The bill provides for two methods of nominations: (1) a declaration 
of candidacy without petition but with a filing fee equal to 5 percent 
of the annual compensation of the office for which nomination is 
sought or (2) a nominating petition signed in the case of District Dele- 
gate or Mayor by 600 qualified electors registered in the District, and 
in the case of a candidate for the Council 300 qualified electors regis- 
tered in the ward from which nomination is sought. Elections are to 
be nonpartisan. The ballot is to show the wards from which each 
candidate, other than the District Delegate and Mayor, has been 
nominated. Each voter is entitled to vote for nine candidates for the 
Council, not more than three from each ward, and one candidate for 
District Delegate, and one candidate for Mayor. Absentee voting 
will be permitted under regulations adopted by the Board of Elections. 

The bill contains an amendment to the Hatch Act by adding the 
District of Columbia to section 16 thereof, which provides that— 


Whenever the United States Civil Service Commission deter- 
mines that, by reason of special or unusual circumstances 
which exist in any municipality or other political subdivision, 
in the immediate vicinity of the National Capital in the 
States of Maryland and Virginia or in municipalities, the 
majority of whose voters are employed by the Government 
of the United States, it is in the domestic interest of persons 
to whom the provisions of this act are applicable, and who 
reside in such municipality or political subdivision, to permit 
such persons to take an active part in political management 
or in political campaigns involving such municipality or 
political subdivision, the Commission is authorized to pro- 
mulgate regulations permitting such persons to take an 
active part in such political management and political cam- 
paigns to the extent the Commission deems to be in the 
domestic interest of such persons. 


Provision for challenging voters and for appeals to the Board of 
Elections are made. Poll watchers are authorized, and a procedure 
is set up pertaining to recounts parallel to that of the District Primary 
Act with a modification to take care of referendums. The petitioner 
must deposit a sum of $20 for each precinct to be recounted. The fee 
is refunded if the election result is changed by the recount. The 
petition is to the Board of Elections, and is filed by qualified candidates 
in the elections. In the case of referendums, since there are no candi- 
dates in a referendum, any person who voted in any election is eligible 
to petition the Board for a recount of votes case on a referendum 
question. 

Violations of any provision of this title or regulations published 
under its authority are declared misdemeanors and penalties are 
provided. 

TITLE IX—MISCELLANEOUS 


Except where the terms of intergovernmental contracts are pre- 
scribed by other provisions of law, the District and Federal Govern- 
ments are authorized to contract with each other for the rendition 
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services in order to prevent duplication of effort and to otherwise 

romote efficiency and economy. Such contracts are to be negotiated 
by the Federal and District authorities concerned and be approved 
by the Director of the Bureau of the Budget and by the Mayor, by 
and with the advice and consent of the Council. Such contracts will 
provide for payment for the actual cost of furnishing such services. 

The costs to each Federal officer and agency in furnishing services 
to the District pursuant to any such contract is to be paid out of 
appropriations made by the Council to the District officers and 
agencies to which they are furnished. 

The costs to each District officer and agency in furnishing services 
to the Federal Government pursuant to any such contract shall be 
paid from appropriations made by the Congress to such Federal 
officers and agencies. 

No member of the Council and no other officer or employee of the 
District shall have any financial interest direct or indirect in any 
contract or sale to which the District is a party. 

Except for the qualifications already enumerated, no person is 
ineligible to serve or to receive compensation as a member of the 
Council or the Board of Elections because he occupies another office 
or position or receives compensation from another source. The right 
of a person to another office under the laws of the United States 
shall not be abridged by the fact of his service as a member of the 
Council or the Board of Elections if such service does not interfere 
with the discharge of his duties in the other office. 

The U.S. Civil Service Commission is authorized to render advice 
and assistance to the new government in the development of a merit 
system. 

TITLE X—SUCCESSION IN GOVERNMENT 


Whenever the functions of any existing agency or officer are trans- 
ferred under the bill the personnel (except the members of Boards 
or Commissions abolished by the bill), property, records, and unex- 
pended balances of appropriations which relate to the functions are 
also transferred. Provision is made for the settling of disputes which 
may arise out of such transfers. 

Any statute, regulation, or other action relating to any officer or 
agency from which any function is transferred by the bill shall, except 
to the extent modified or made inapplicable by or under authority 
of law, continue in effect as if such transfer had not been made. 
No pending judicial or administrative action shall abate by reason 
of the provisions of the bill becoming effective, but such actions shall 
continue with appropriate substitutions of parties. 

The purpose underlying this title is to provide continuity in the 
transfer of existing personnel, property, and funds; to continue in 
effect present statutes and regulations; and to provide for orderly 
disposition of pending actions and proceedings. 


TITLE XI—SEPARABILITY OF PROVISIONS 


This title provides that, should a part of the act be held invalid, the 
remainder of its provisions shall not be affected thereby. 
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TITLE XII—TEMPORARY PROVISIONS 


The President of the United States is authorized and requested to 
take such action during the transition period between the enactment 
of the bill and the first meeting of the Council as he deems necessary 
to enable the Board of Elections properly to perform its functions. 
The sum of $500,000 is authorized to tie appropriated to the District 
to pay the expenses of the Board of Elections and in otherwise carry- 
ing into effect the provisions of the bill. The full amount of expendi- 
tures made under this authorization shall be reimbursable by the 
District to the Unlted States during the fiscal year ending June 30, 
1962. 

TITLE XIII—EFFECTIVE DATES 


The charter (titles I to XI, inclusive, and titles XV, XVI, and 
XVII) shall take effect on the day following the date on which it is 
accepted in the charter referendum provided by title XIV, except as 
specified in section 1406, except that part 2 of title III, title V, and 
title VII shall take effect January 1, 1959, and section 402 shall take 
effect on the day upon which the Mayor first elected takes office. 
Titles XII, XIII, and XIV shall take effect on the day following the 
date on which this act is enacted. 


TITLE XIV—SUBMISSION OF CHARTER FOR REFERENDUM 


The bill provides that on a date to he fixed by the Board of Elec- 
tions, not more than 9 months after the enactment of the act, a 
referendum shall be conducted to determine whether the registered 
qualified electors of the District accept the charter. The Board of 
Elections established under the District Primary Act is charged 
with duties of registration and the holding of the charter referendum. 
Provision is made for the form of ballot to be used in the referendum 
and for the method of voting. If a majority of the registered quali- 
fied electors voting in the charter referendum vote for the charter, 
the charter shall be accepted as of the time the Board of Elections 
certifies the result to the President, which must be done not later 
than 30 days after the date of the referendum. The bill contains a 
prohibition against the interference with the registration or voting 
of any qualified elector in the referendum. 


TITLE XV—DELEGATE 


The bill provides for a Delegate from the District of Columbia to 
the House of Representatives He shall have the right of debate, may 
make any motion, except to reconsider, shail be a member of the House 
Committee on the District of Columbia, but may not vote, which is 
the same status as the Territorial Delegate. His term of office shall 
be for 2 years. No person shall hold the office of District Delegate 
unless he is a qualified elector, at least 25 years old, holds no other 
public office, is domiciled and resides in the District. and during the 
3 years next preceding his nomination (a) has been resident in and 
domiciled in the District and (6) has not voted in any election (other 
than in the District) for any candidate for public office. The bill 
amends several statutes relating to a Territorial Delegate and the 
Federal Corrupt Practices Act, to make them applicable to the District 
Delegate. The Delegate is to be elected as provided in title VIII, 
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TITLE XVI-—-REFERENDUM 


The bill provides that the qualified electors shall have power to 
approve or reject in a referendum any act of the Council, or part or 
parts thereof, which has become law, whether or not such act is yet 
operative. This power shall not extend, however, to acts authorizin 
the issuance of bonds, which are subject to the provisions cuntaieie 
in section 602 or to acts continuing existing taxes, or making appro- 
priations which in the aggregate are not in excess of those for the pre- 
ceding fiscal year. Within 45 days after an act subject to this title 
has been enacted, a petition signed by qualified electors equal in num- 
ber to at least 10 percent of the number who voted at the last preced- 
ing general election may be filed with the secretary of the Council 
requesting that any such act, or any part or parts thereof, be sub- 
mitted to a vote of the qualified electors. The Board of Elections is 
charged with conducting any referendum under this title. 

When a referendum petition has been certified as sufficient, the act 
or parts thereof specified in the petition shall not become operative, 
or further action shall be suspended if it shall have become operative, 
until and unless approved by the electors as provided in this title. If 
the secretary of the Council has not speciiied the particulars in which 
a petition is defective within 30 days after filing, the petition shall 
be deemed sufficient for the purposes of this title. An act which is 
submitted to a referendum which is not approved by a majority of 
the qualified electors shall be deemed repealed. 


TITLE XVII—INITIATIVE 


Subject to the provisions of section 324 of the bill, the qualified 
electors are given the power, independent of the Mayor and Council, 
to propose and enact legislation relating to the District with respect to 
all rightful subjects of legislation not inconsistent with the Constitu- 
tion or with the laws of the United States which are applicable but 
not confined to the District. 

In exercising the power of initiative, not more than 10 percent of the 
number of qualified electors voting in the last preceding general elec- 
tion shall be required to propose any measure by initiative petition. 
The method for holding elections under the initiative procedure is set 
forth in this title. 

TITLE XVII—TITLE OF ACT 


Provides that this act, divided into titles and sections according to 
the table of contents, and including the declaration of congressional 
policy, which is a part of such act, may be cited as the ‘District of 
Columbia Charter Act.” 

The Commissioners of the District of Columbia have advised the 
committee that the cost of changing over to the new form of govern- 
ment will probably be relatively minor. They stated that initially 
some increased cost would be incurred due to the necessity of holding 
elections and paying the salaries of the new officials. They also 
stated that at the same time it may be anticipated that there will be 
some offset economies, as for example, more advantageous interest 
rates on borrowing would probably result from authorizing the Dis- 
trict to incur bonded indebtedness. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXI1X of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


(16 Stat. 419) 


[That all that part of the territory of the United States included 
within the limits of the District of Columbia be, and the same is 
hereby, created into a government by the name of the District of 
Columbia, by which name it is hereby constituted a body corporate 
for municipal purposes, and may contract and be contracted with 
sue and be sued, plead and be impleaded, have a seal, and exercise all 
other powers of a municipal corporation not inconsistent with the 
Constitution and laws of the United States and the provisions of this 
act.] 
(20 Stat. 102) 


Present Orcanic Act, § 1 


[That all the territory which was ceded by the State of Maryland to 
the Congress of the United States for the permanent seat of the gov- 
ernment of the United States shall continue to be designated as the 
District of Columbia. Said District and the property and persons 
that may be therein shall be subject. to the following provisions for the 
government of the same, and also to any existing laws applicable 
thereto not hereby repealed or inconsistent with the provisions of this 
act. The District of Columbia shall remain and continue a municipal 
corporation, as provided in section two of the Revised Statutes relating 
to said District, and the Commissioners herein provided for shall be 
deemed and taken as officers of such corporation; and all laws now in 
force relating to the District of Columbia not inconsistent with the 
provisions of this act shall remain in full force and effect.] 


(U.S.C., 1946 edition, title 31, see. 2) 


Sec. 2. Derinitions. When used in sections 1, 2, 11, 13-24, 41- 
43, 44-47, 49, 52-55, 71, 471, and 581 of this title—The terms ‘‘de- 
partment and establishment” and “department or establishment” 
mean any executive department, independent commission, board, 
bureau, office, agency, or other establishment of the Government, 
including any independent regulatory commission or board [and the 
municipal government of the District of Columbia], but do not 
include the legislative branch of the Government or the Supreme 
Court of the United States; 


(53 Stat. 1147; 54 Stat. 771) 


Sec. 16. Whenever the United States Civil Service Commission 
determines that, by reason of special or unusual circumstances which 
exist in the District of Columbia or any municipality or other political 
subdivision, in the immediate vicinity of the National Capital in the 
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States of Maryland and Virginia, or in municipalities the majority of 
whose voters are employed by the Government of the United States, 
it is in the domestic interest of persons to whom the provisions of this 
Act are applicable, and who reside in such municipality or political 
subdivision, to permit such persons to take an active part in political 
management or in political campaigns involving ind municipality, 
or political subdivision, the Commission is authorized to promulgate 
regulations permitting such persons to take an active part in such 
political management and political campaigns to the extent the Com- 
mission deems to be in the domestic interest of such persons. 


LEGISLATIVE REORGANIZATION AcT oF 1946, as AMENDED 


Src. 601. (a) Effective on the day on which the Eightieth Con- 
ao convenes, the compensation of Senators, Representatives in 

ongress, Delegates [from the Territories], and the Resident Com- 
missioner from ‘Puerto Rico shall be at the rate of $22,500 per annum 
each; and the compensation of the Speaker of the House of Repre- 
sentatives shall be at the rate of $35,000 per annum each. 


Pusiic Law 854—Juty 31, 1956 (70 Srat. 743) 
CIVIL SERVICE RETIREMENT 


Src. 401. The Civil Service Retirement Act of May 29, 1930, as 
amended, is amended to read as follows: 


“DEFINITIONS 


“Section 1. Wherever used in this Act— 

“(a) The term ‘employee’ shall mean a civilian officer or em- 
ployee in or under the Government and, except for purposes of 
section 2, shall mean a person to whom this Act applies. 

““(b) The term ‘Member’ shall mean the Vice President, a 
United States Senator, Representative in Congress, Delegate 
[from a Territory], or the Resident Commissioner from Puerto 
Rico, and, except for purposes of section 2, shall mean a Member 
to whom this Act applies.” 


(2 U.S.C., sec. 37; 38 Stat. 458) 
HOUSE OF REPRESENTATIVES 


For compensation of Members of the House of Representatives, 
Delegates from Territories, the Resident Commissioner from Porto 
Rico, and the Resident Commissioners from the Philippine Islands, 
$3,304,500. 

The salaries of Representatives in Congress, Delegates [from Terri- 
tories], and Resident Commissioners, elected for unexpired terms, 
shall commence on the date of their election and not before. 


(2 U.S.C., sec. 241; 43 Stat. 1070) 


Szc. 302. * * * 
(i) The term ‘State’ includes Territory and possession of the 
United States and the District of Columbia. 
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(18 U.S.C., sec. 591; 62 Stat. 719) 


SEC. 591. DEFINITIONS 
~ * . * * * * 


The term “State” includes Territory and possession of the United 
States and the District of Columbia. 


SEC. 594. INTIMIDATION OF VOTERS 


Whoever intimidates, threatens, coerces, or attempts to intimidate, 
threaten, or coerce, any other person for the purpose of interfering 
with the right of such other person to vote or to vote as he may 
choose, or of causing such other person to vote for, or not to vote 
for, any candidate for the office of President, Vice President, Presi- 
dential elector, Member of the Senate, or Member of the House of 
Representatives, Delegates or Commissioners from the Territories 
and possessions, or the District of Columbia. 


SEC. 595. INTERFERENCE BY ADMINISTRATIVE EMPLOYEES OF FED- 
ERAL, STATE, OR TERRITORIAL GOVERNMENTS 

Whoever, being a person employed in any administrative position 
by the United States, or by any department or agency thereof, or 
by the District of Columbia or any agency or instrumentality thereof, 
or by any State, Territory, or possession of the United States, or any 
political subdivision, municipality, or agency thereof, or agency of 
such political subdivision or municipality (including any corporation 
owned or controlled by any State, Territory, or possession of the 
United States or by any such political subdivision, municipality, or 
agency), in connection with any activity which is financed in whole or 
in part by loans or grants made by the United States, or any depart- 
ment or agency thereof, uses his official authority for the purpose of 
interfering with, or affecting, the nomination or the election of any 
candidate for the office of President, Vice President, Presidential 
elector, Member of the Senate, Member of the House of Representa- 
tives, or Delegate or Resident Commissioner from any Territory or 
possession, or the District of Columbia, shall be fined not more than 
$1,000 or imprisoned not more than one year, or both. 


O 





Calendar No.471 


86TH CONGRESS t SENATE REPORT 
1st Session No. 478 





ESTATE TAX TREATMENT IN CASE OF FAILURE TO RE- 
LINQUISH CERTAIN POWERS ON ACCOUNT OF MENTAL 
DISABILITY 


Juty 8, 1959.—Ordered to be printed 


Mr. Byrp of Virginia, from the Committee on Finance, submitted the 
following 


REPORT 


[To accompany H.R. 1219] 


The Committee on Finance, to whom was referred the bill (H.R. 
1219) to amend section 2038 of the Internal Revenue Code of 1954 
(relating to revocable transfers), having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 


GENERAL STATEMENT 


This bill adds a provision to the 1954 code relating to persons who 
have been mentally incompetent for a period beginning at least 3 
months prior to December 31, 1947, and who remain so until the 
date of their death. The bill provides that any powers such persons 
have at the date of their death to change beneficiaries of a trust they 
created (of the type referred to in sec. 1000(e) of the 1939 code) are 
not to result in such property being included in their gross estate for 
estate tax purposes. ‘This provision is the same as a 1939 code pro- 
vision (sec. 811(d)(4)) which was applicable with respect to decedents 
dying after December 31, 1947, and on or before August 16, 1954. 

Under present law (sec. 2038 of the 1954 code) there is required 
to be included in the gross estate for purposes of the Federal estate 
tax, property held in trust where the grantor of the trust has reserved 
the right to change the trust beneficiaries even though in all other 
respects he has completely divested himself of any interest in the 
trust property. However, grantors of trusts created prior to Jan- 
uary 1, 1939, who retained the power to change trust beneficiaries 
were, under the 1939 code (sec. 1000(e)) permitted to relinquish these 
powers on or after January 1, 1940, and on or before December 31, 
1947, without the imposition of a gift tax. This latter provision (sec. 
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1000(e)) of the gift-tax law was added to the 1939 code by the Rey- 
enue Act of 1943 and amended by Public Law 112, 80th Congress 
(1947). The Technical Changes Act of 1953 (Public Law 287, 83d 
Cong.) further modified this rule to provide that decedents who were 
mentally incompetent and who died after December 31, 1950, were 
not required to include in their estates for purposes of the estate tax 
trust property which would have been free of gift tax had the power 
to change beneficiaries been relinquished in the specified period of 
time provided in section 1000(e) of the 1939 code. To obtain this 
treatment the decedent must have been under a mental disability 
for a period beginning at least 3 months prior to December 31, 1947, 
and continuing from that date to the date of his death. The com- 
mittee report indicated that the term ‘“‘mental disability” was in- 
tended to encompass those cases in which the decedent during the 
requisite period prior to his death was, in fact, incapable, because 
of his mental condition, of relinquishing the power, whether or not 
he was legally declared mentally incompetent during all, or any part, 
of such period. Public Law 414 of the 84th Congress extended this 
provision back to decedents dying after December 31, 1947. 

However, the change made by the 1953 act and by Public Law 414 
applies only to 1939 code years. Thus, presently a decedent’s gross 
estate includes all trust property in which he has a discretionary 
power even if the decedent was mentally incompetent 3 months or 
more before December 31, 1947, and continued to be so to the date 
of his death, so long as the date of his death is after August 16, 1954. 

This bill is intended to place the estates of such decedents on an 
equal footing with estates of decedents dying in years to which the 
1939 code applies. This bill would add a new subsection to section 
2038 of the 1954 code. This subsection would provide that where a 
decedent was for a continuous period beginning not less than 3 months 
before December 31, 1947, and ending with his death, under a mental 
disability to relinquish a power, the term “power” for purposes of 
determining is includible in the decedent’s gross estate (under sec. 
2038) is not to include a power, the relinquishment of which is the 
period from January 1, 1940. to December 31, 1947, inclusive, would, 
as a result of section 1000(e) of the 1939 code, have been free of the 
gift tax imposed by the 1939 code. 

The provision that would be added to the 1954 code by this bill 
would apply with respect to estates of decedents dying after August 
16, 1954. Thus, as a result of this bill, and previous actions, the 
exception for mentally incompetent would apply to all years from 
1947 forward, so long as the decedent involved is mentally incompetent 
from October 1, 1947, to the date of his death. 

The bill also provides that no interest is to be allowed or paid on 
any overpayment resulting from the amendment made by this bill 
with respect to payments made before the date of enactment of this 
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TREASURY DEPARTMENT REPORT 


As indicated in the following report, the Treasury Department does 
not object to the enactment of H.R. 1219: 


OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, May 18, 1959. 
Hon. Harry F. Byron, 
Chairman, Committee on Finance, 
U.S. Senate, Washington, D.C. 

My Dear Mr. CuHatrman: This is in reference to a request for the 
Treasury Department’s views on H.R. 1219 to amend section 2038 of 
the 1954 Revenue Code, which relates to the treatment of revocable 
transfers under the estate tax, to limit its application in the case of 
certain mentally disabled decedents. 

Under section 2038 of the 1954 Revenue Code, there is required 
to be included in the gross estate for estate tax purposes certain 
property held in trust where the trust grantor reserves the right to 
change the trust beneficiaries, although he has otherwise divested 
himself of interest in the trust property. H.R. 1219 would exempt 
from this requirement for inclusion in the gross estate certain of 
these trusts where the grantor has been under a disability for a 
specified period of time. 

The purpose of the bill is to extend under the 1954 code the same 
type of relief as existed under the 1939 Revenue Code. ‘The latter 
also generally required the inclusion in the gross estate for estate 
tax purposes of property held in trust where the grantor retained the 
right to change the trust beneficiaries. However, section 811(d)(4) 
of the 1939 code, adopted by section 208 of the Technical Changes 
Act of 1953, provided that trusts of this type left by decedents dying 
after December 31, 1950, were not required to be included in the 
gross estate if (1) the grantor was under a disability which began 
at least 3 months before December 31, 1947, and continued until 
his death, and (2) he was entitled under section 1000(e) of the 1939 
code to have released without payment of gift tax his power to change 
the trust beneficiaries during the period from January 1, 1940, to 
December 31, 1947, inclusive. Section 1000(e) which exempted the 
release from gift tax was adopted because of the uncertainty existing 
before the Supreme Court decision in Sanford v. Commissioner as to 
whether a taxable gift had occurred when a trust of the type considered 
here was first established or when the power to change beneficiaries 
was released. Section 811(d)(4) of the 1939 code provided the relief 
from the estate tax on the assumption that, had he been competent, 
the grantor would have taken advantage of his right under section 
1000(e) to release his power to change the trust beneficiaries without 
payment of gift tax. Had he actually released his power in this 
way the trust property would not have been included in his gross 
estate. 
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Since section 811(d)(4) of the 1939 code was not carried over into 
the 1954 code when the latter was adopted, the relief granted by this 
section was limited to the estates of decedents dying after December 
31, 1950, and before August 17, 1954. H.R. 1219 amends the 1954 
Revenue Code to extend exactly the same estate tax relief provided 
under section 811(d)(4) of the code to estates of decedents dying 
after August 16, 1954. Consequently, if the bill is adopted, the 
relief will apply to all decedents dying any time after December 31, 
1950, provided the required conditions are met. 

In view of the legislation adopted on this subject in 1953, the 
Treasury Department would not object to enactment of H.R. 1219. 

The Bureau of the Budget has advised the Treasury Department 
that there is no objection to the presentation of this report. 

Sincerely yours, 
Davin A. Linpsay, 
Assistant to the Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets; new matter is printed in italics; existing law in which 
no change is proposed is shown in roman): 


INTERNAL REVENUE CODE OF 1954 
Subtitle B—Estate and Gift Tax 


CHAPTER 11—ESTATE TAX 


Subchapter A—Estates of Citizens or Residents 


* * * * . * 7 
PART IlI—GROSS ESTATE 
* * * * * * 


SEC. 2038. REVOCABLE TRANSFERS. 


(a) In GenerAt.—The value of the gross estate shall include the 
value of all property (except real property situated outside of the 
United States)— 

(1) TRANSFERS AFTER JUNE 22, 1936.—To the extent of any 
interest therein of which the decedent has at any time made a 
transfer (except in case of a bona fide sale for an adequate and 
full consideration in money or money’s worth), by trust or other- 
wise, where the enjoyment thereof was subject at the date of his 
death to any change through the exercise of a power (in whatever 
capacity exercisable) by the decedent alone or by the decedent 
in conjunction with any other person (without regard to when 
or from what source the decedent acquired such power), to alter, 
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amend, revoke, or terminate, or where any such power is relin- 
quished in contemplation of decedent’s death. 

(2) TRANSFERS ON OR BEFORE JUNE 22, 1936.—To the extent 
of any interest therein of which the decedent has at any time 
made a transfer (except in case of a bona fide sale for an adequate 
and full consideration in money or money’s worth), by trust or 
otherwise, where the enjoyment thereof was subject at the date 
of his death to any change through the exercise of a power, either 
by the decedent alone or in conjunction with any person, to alter, 
amend, or revoke, or where the decedent relinquished any such 
eo in contemplation of his death. Except in the case of trans- 
ers made after June 22, 1936, no interest of the decedent of 
which he has made a transfer shall be included in the gross estate 
under paragraph (1) unless it is includible under this paragraph. 

(b) Dats or Existence or Powrer.—For purposes of this section, 
the power to alter, amend, revoke, or terminate shall be considered to 
exist on the date of the decedent’s death even though the exercise of 
the power is subject to a precedent giving of notice or even though the 
alteration, amendment, revocation, or termination takes effect only 
on the expiration of a stated period after the exercise of the power, 
whether or not on or before the date of the decedent’s death notice 
has been given or the power has been exercised. In such cases proper 
adjustments shall be made representing the interests which would 
have been excluded from the power if the decedent had lived, and for 
such purpose, if the notice has not been given or the power has not 
been exercised on or before the date of his death, such notice shall be 
considered to have been given, or the power exercised, on the date of 
his death. 

(c) Errecr or Disasitiry 1n Certain Cases.—For purposes of this 
section, in the case of a decedent who was (for a continuous period begin- 
ning not less than 3 months before December 31, 1947, and ending with 
his death) under a mental disability to relinquish a power, the term 
“power” shall not include a power the relinquishment of which on or 
after January 1, 1940, and on or before December 31, 1947, would, by 
reason of section 1000(e) of the Internal Revenue Code of 1939, be deemed 
not to be a transfer of property for purposes of chapter 4 of the Internal 
Revenue Code of 1939. O 
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PAYMENT OF VETERANS’ BENEFITS TO CERTAIN 
VETERANS WHO WERE DISCHARGED AS ALIENS 


Juxy 8, 1959.—Ordered to be printed 





Mr. Byrp of Virginia, from the Committee on Finance, submitted the 
following 


REPORT 


[To accompany H.R. 3269] 


The Committee on Finance, to whom was referred the bill (H.R. 
3269) to authorize the payment of veterans’ benefits to certain veterans 
who were discharged as aliens, having considered the same, report 
favorably thereon without amendment and recommend that the 
bill do pass. 

PURPOSE OF THE BILL 


This bill would permit payment of veterans’ benefits in certain 
alienage discharge cases, if otherwise in order, whether or not the 
character of the veteran’s discharge has been changed. However, 
those cases in which there is affirmative evidence establishing that 
the veteran applied for or solicited his alienage discharge would 
continue to be barred. 


GENERAL EXPLANATION 


This situation arises as a result of instructions issued by the Secre- 
tary of War January 27, 1918, in which it was directed that all sub- 
jects of countries with which we were at war and who did not desire 
to serve in the Army be discharged at the earliest possible moment. 
Subsequently, legislation was enacted which provided that a discharge 
or dismissal of any person from the military or naval forces on the 
grounds that he was an alien should bar all rights to any compensation 
or training or other benefits under appropriate VA laws. It was 
further provided, however, that the bar would not apply to any alien 
whose service was honest and faithful and who was not so discharged 
on his own application or solicitation. Because of the 1918 instruc- 
tions of the Secretary of War, the VA and its predecessor agencies have 
held that a person discharged as an alien on or prior to November 11, 
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1918, was presumed to be discharged upon his own application. This 
conclusion, of course, could be rebutted by facts to overcome the pre- 
sumption. The VA in 1950 provided by administrative regulation 
that in cases of discharges for alienage to which one of the Boards of 
Review for the Correction of Military Records changed a character of 
the veteran’s discharge to honorable, it would be considered that the 
discharge was not issued at the veteran’s request. However, on and 
after January 7, 1957, the Army Discharge Review Board announced 
that it no longer considered this factor controlling in reaching a conclu- 
sion and that it could if it desired change the character of a discharge 
to honorable even though the serviceman did in fact request discharge 
as an alien. Thus, the VA today requires that the claimant submit 
satisfactory evidence to prove that the discharge was not granted upon 
the veteran’s application or solicitation. 


a w~= & 


VETERANS’ ADMINISTRATION APPROVAL 


Approval of this bill is expressed in the following excerpt from the 
report of the Veterans’ Administration dated July 8, 1959: 


Based on the history of this provision of law we feel that 
our interpretation is sound. However, we do recognize that 
it places a heavy burden on the claimant to prove—currently, 
some 40 years after the event—that the veteran did not 
apply for or solicit his alienage discharge. Undoubtedly the 
inability to so prove a negative has resulted in hardship in 
some cases. Under the circumstances, we feel that the 
modification of the existing statutory bar to benefits proposed 
by H.R. 3269 is reasonable. 


COST ESTIMATE 


Although no data are available upon which to base an accurate 
estimate of the cost of the bill, the Veterans’ Administration believes 
that it would be relatively small. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule X XIX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italic; existing law in which no 
change is proposed is shown in roman): 


Section 3103, Tirte 38, Unitep States Copr 


§ 3103. Certain bars to benefits 


(a) The discharge or dismissal by reason of the sentence of a general 
court-martial of any person from the Armed Forces, or the discharge 
of any such person on the ground that he was a conscientious objector 
who refused to perform military duty or refused to wear the uniform 
or otherwise to comply with lawfu orders of compentent military 
authority, or as a deserter or of an officer by the acceptance of his 
resignation for the good of the service, or (except as provided in sub- 
section (c)) the discharge of any individual during a period of hostilities 
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as an alien, shall bar all rights of such person under laws administered 
by the Veterans’ Administration based upon the period of service from 
which discharged or dismissed. 

(b) Notwithstanding subsection (a), if it is established to the satis- 
faction of the Administrator that, at the time of the commission of an 
offense leading to his court-martial, discharge, or resignation, any per- 
son was insane, such person shall not be precluded from benefits under 
laws administered by the Veterans’ Administration based upon the 
period of service from which he was separated. 

(c) Subsection (a) shall not apply to any alien whose service was 
honest and faithful, and who was not discharged on his own applica- 
tion or solicitation as an alien. No individual shall be considered as 
having been discharged on his own application or solicitation as an alien 
in the absence of affirmative evidence establishing that he was so discharged. 

(d) This section shall not apply to any war-risk insurance, Govern- 
ment (converted) or National Service Life Insurance policy. 


O 
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CHARGING VETERANS’ CANTEEN SERVICE FOR SPACE 
IN VA INSTALLATIONS 


Juty 8, 1959.—Ordered to be printed 


Mr. Byrp of Virginia, from the Committce on Finance, submitted 
the following 


REPORT 


[To accompany H.R. 5446] 


The Committee on Finance, to whom was referred the bill (H.R. 
5446) to provide for the recovery of costs of building space utilized by 
the Veterans’ Canteen Service in the Veterans’ Administration, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


EXPLANATION OF BILL 


This bill amends paragraph 3 of section 4202, title 38, United States 
Code, to require that Veterans’ Canteen Service pay reasonable 
charges for the use of space, buildings, and structures furnished by the 
Veterans’ Administration. The amount of the charges would be 
determined by the Administrator of Veterans’ Affairs. 

The Canteen Service, of course, operates the various canteens in 
Veterans’ Administration hospitals and domiciliaries in the medical 
system of the Veterans’ Administration. 

The Canteen Service was established within the Veterans’ Adminis- 
tration in 1946 by Public Law 636, 79th Congress, and under existing 
law is substantially a self-sustaining operation. Its income is depos- 
ited in a revolving fund which, in turn, finances the establishment, 
maintenance, and operation of the Service and all expenses for such 
items as salaries, fixtures, equipment, and stocks of merchandise are 
at for from this revolving fund. The Service reimburses the 

eterans’ Administration for utilities, such as light, water, and heat, 
and these payments are credited to the appropriation of the Veterans’ 
Administration for inpatient care. Net profits are turned over to the 
Treasury. 

Under the bill payments for space, like those now made for utilities, 
would be credited to the same appropriation. 
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The following letters from the Administrator of Veterans’ Affairs 
urge enactment of this legislation. 
JUNE 26, 1959. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
U.S. Senate, Washington, D.C. 


Dear Senator Byrp: The following comments on H.R. 5446, 
86th Congress, an act to provide for the recovery of costs of building 
space utilized by the Veterans’ Canteen Service in the Veterans’ Ad- 
ministration, are submitted in response to your request. 

This bill, as passed by the House of Representatives, is identical 
with a draft bill transmitted by the Veterans’ Administration with a 
letter of explanation and justification, dated February 6, 1959, to the 
President of the Senate. 

A copy of our letter of February 6, 1959, is enclosed. For the 
reasons stated therein, the Veterans’ Administration recommends 
favorable consideration of H.R. 5446 by your committee. 

Sincerely yours, 
SumMNER G. WHITTIER, 
Administrator. 


FEesruary 6. 1959. 
Hon. Ricnwarp M. Nixon, 


President of the Senate, 
Washington, D.C. 

Dear Mr. Presipent: There is transmitted herewith a draft of a 
bill to provide for the recovery of costs of building space utilized by 
the Veterans’ Canteen Service. 

The bill would amend paragraph (3) of section 4202 of title 38, 
United States Code, to require the Veterans’ Canteen Service to pay 
reasonable charges, as determined by the Administrator of Veterans’ 
Affairs, for the use of space, buildings, and structures furnished by the 
Veterans’ Administration. 

The Veterans’ Canteen Service is a Federal instrumentality which 
was established within the Veterans’ Administration in 1946, under 
the provisions of Public Law 636, 79th Congress, for the purpose of 
making available to veterans who are hospitalized or domiciled in 
hospitals and homes of the Veterans’ Administration, at reasonable 
PRO, merchandise and services essential to their comfort and well- 

eing. 

Under existing law (ch. 75, title 38, United States Code) the 
Veterans’ Canteen Service is a substantially self-sustaining operation. 
All income is deposited in the revolving fund which was created to 


finance the establishment, maintenance, and operation of the Service - 


and all expenses for such things as salaries, fixtures, and equipment, 
stocks of merchandise and supplies, etc., are paid from the revolving 
fund. The Service reimburses the Veterans’ Administration for 
utilities, including light, water, and heat, furnished for use in the 
canteen operations. Such payments are credited to the appropriation 
for inpatient care. 

Section 4202(3) of title 38 now provides that the Veterans’ Adminis- 
tration shall furnish the Veterans’ Canteen Service, without charge, 
necessary space, buildings, and structures, including normal mainte- 
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nance and repair service thereon. Hence, the Service is relieved of a 
cost normally incurred by commercial-type operations. 

The effect of the proposed bill, if enacted, would be to require the 
Service to pay for the use of space furnished by the Veterans’ Adminis- 
tration, except that such payments could be reduced or waived if they 
would result in impairment of the working capital required by the 
Service. Payments for space, like those now made for utilities, would 
be credited to the Veterans’ Administration inpatient care appro- 
priation. 

In view of the foregoing, it is respectfully requested that the 
proposed legislation be introduced and considered for enactment as 
soon as possible. 

The Bureau of the Budget advises that there is no objection to the 
presentation of the draft bill to the Congress for its consideration. 

Sincerely yours, 
SumMNER G. WHITTIER, 
Administrator. 
CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets; new matter is printed in italics; existing law in which 
no change is proposed is shown in roman): 


SectTion 4202, Tirte 38, Unrrep States Cops 


§ 4202. Duties of Administrator with respect to Service 
The Administrator shall— 

(1) establish, maintain, and operate canteens where deemed 
necessary and practicable at hospitals and homes of the Veterans’ 
Administration and at other Veterans’ Administration establish- 
ments where similar essential facilities are not reasonably avail- 
able from outside commercial sources; 

(2) establish, maintain, and operate such warehouses and 
storage depots as may be necessary in operating the canteens; 

(3) furnish the Service, [without charge, rental, or reimburse- 
ment,] for its use in connection with the establishment, mainte- 
nance, and operation thereof, such space, buildings, and structures 
under control of the Veterans’ Administration as he may consider 
necessary, including normal maintenance and repair service there- 
on[;]. Reasonable charges, to be determined by the Administrator, 
shall be paid annually by the Service for the space, buildings, and 
structures so furnished, except that the Administrator may reduce 
or waive such charges whenever payment of such charges would impair 
the working capital required by the Service; 

(4) transfer to the Service without charge, rental, or reim- 
bursement such necessary equipment as may not be needed for 
other purposes, and furnish the Service such services and utilities, 
including light, water, and heat, as may be available and necessary 
for its use. Reasonable charges, to be determined by the Admin- 
istrator, shall be paid annually by the Service for the utilities so 
furnished ; 
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(5) employ such persons as are necessary for the establishment, 
maintenance, and operation of the Service, and pay the salaries, 
wages, and expenses of all such employees from the funds of the 
Service. Personnel necessary for the transaction of the business 
of the Service at canteens, warehouses, and storage depots shall be 
appointed, compensated from funds of the Service, and removed 
by the Administrator without regard to civil-service laws and the 
Classification Act of 1949. Such employees shall be subject to 
the Veterans’ Preference Act of 1944, the Civil Service Retire- 
ment Act, and laws administered by the Bureau of Employees’ 
Compensation applicable to civilian employees of the United 
States; 

(6) make all necessary contracts or agreements to purchase or 
sell merchandise, fixtures, equipment, supplies, and services, with- 
out regard to section 5 of title 41, and to do all things necessary 
to carry out such contracts or agreements, including the making 
of necessary adjustments and compromising of claims in connec- 
tion therewith ; 

(7) fix the prices of merchandise and services in canteens so 
as to carry out the purposes of this chapter; 

(8) accept gifts and donations of merchandise, fixtures, equip- 
ment, and supplies for the use and benefit of the Service; 

(9) make such rules and regulations, not inconsistent with the 
provisions of this chapter, as he considers necessary or appropriate 
to effectuate its purposes; 

(10) delegate such duties and powers to employees as he con- 
siders necessary or appropriate, whose official acts performed 
within the scope of the delegated authority shall have the same 
force and effect as though performed by the Administrator; 

(11) authorize the use of funds of the Service when available, 
subject to such regulations as he may deem appropriate, and with- 
out regard to the provisions of sections 521 and 543 of title 31, for 
the purpose of cashing checks, money orders, and similar instru- 
ments in nominal amounts for the payment of money presented 
by veterans hospitalized or domiciled at hospitals and homes of 
the Veterans’ Administration, and by other persons authorized 
by section 4203 of this title to make purchases at canteens. Such 
checks, money orders, and other similar instruments may be 
cashed outright or may be accepted, subject to strict administra- 
tive controls, in payment for merchandise or services, and the 
difference between the amount of the purchase and the amount 
of the tendered instrument refunded in cash. 
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86TH CoNGRESS SENATE Report 
1st Session No. 481 





OPERATION OF VETERANS’ ADMINISTRATION OFFICE 
IN THE PHILIPPINES 


Jury 8, 1959.—Ordered to be printed 


Mr. Byrp of Virginia, from the Committee on Finance, submitted the 
following 


REPORT 


[To accompany H.R. 5447] 


The Committee on Finance, to whom was referred the bill (H.R. 
5447) to extend the authority of the Administrator of Veterans’ 
Affairs to maintain offices in the Republic of the Philippines, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


EXPLANATION OF BILL 


The purpose of this legislation is to extend for a period of 10 years— 
to June 30, 1970—the existing authority of the Veterans’ Administra- 
tion to maintain a regional office in the Republic of the Philippines 
at Manila. The present authority expires on June 30, 1960, and the 
VA requests action at this time due to the fact that the necessary 
funds for the operation of this office must be submitted to the Bureau 
of the Budget in the early part of the fiscal year 1960. 

When the Philippine Islands were granted their independence on 
July 4, 1946, the question of whether or not the Veterans’ Administra- 
tion could continue to operate an office in a foreign country was raised 
with the Comptroller General, who ruled that while there was no 
specific authority for such a regional office, he would interpose no 
objection to its continued operation through June 30, 1947. Public 
Law 91, 80th Congress, authorized the continuance of the office until 
June 30, 1948; Public Law 474 of the same Congress continued the 
authority until June 30, 1950; it was again extended to June 30, 1954, 
by Public Law 546 of the 8ist Congress; and to June 30, 1960, by 
Public Law 181, 83d Congress. All of these laws have been repealed 
and the authority is currently restated in section 230(b) of title 38, 
United States Code. 
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The Veterans’ Administration believes that it is essential that this 
office be continued. There are approximately 358,000 living veterans 
of service in the U.S. Armed Forces in the Philippines, as well as 
dependents of 71,000 deceased veterans. In addition to operating the 
various benefit programs, such as compensation, pension, education, 
etc., this office is charged with supervising the hospital contract which 
the Veterans’ Administration has with the Philippine Government, 
pursuant to Public Law 85-461. This Sommeak was built at the 
expense of the United States. 

The administrative cost of operating the regional office in Manila 
was $1,563,122 for fiscal 1958 and, although the figures are not 
complete, it appears the operational cost for fiscal 1959 will be within 
$1.5 million. 


THE FOLLOWING LETTERS FROM THE ADMINISTRATOR OF VETERANS’ 
AFFAIRS URGE ENACTMENT OF THIS LEGISLATION 


JUNE 26, 1959, 
Hon. Harry F. Byrp, 

Chairman, Committee on Finance, 

U.S. Senate, Washington, D.C. 

Dear SENATOR Byrp: The following comments on H.R. 5447, 86th 
Congress, an act to extend the authority of the Administrator of Vet- 
erans’ Affairs to maintain offices in the Republic of the Philippines, 
are submitted in response to your request. 

This bill, as passed by the House of Representatives, is identical 
with a draft bill transmitted by the Veterans’ Administration with a 
letter of explanation and justification, dated February 27, 1959, to 
the President of the Senate. We understand the draft and accom- 
panying letter were referred to your committee on March 5, 1959. 

A copy of our letter of February 27, 1959, is enclosed. For the 
reasons stated therein, the Veterans’ Administration earnestly recom- 
mends favorable consideration of H.R. 5447 by your committee. 

Sincerely yours, 
SuMNER G. WHITTIER, Administrator. 


FEBRUARY 27, 1959. 
Hon. Ricuarp M. Nixon, 

President of the Senate, 

Washington, D.C. 

Dear Mr. Presipent: There is transmitted herewith a draft of a 
bill to extend for a period of 10 years the existing authority of the 
Administrator of Veterans’ Affairs to maintain offices in the Republic 
of the Philippines. 

Under section 7 of the World War Veterans’ Act, 1924 (43 Stat. 
609), the Administrator of Veterans’ Affairs was authorized to estab- 
lish such regional offices and subregional offices within the Territory 
of the United States and its outlying possessions as might be deemed 
necessary by him and in the best interests of the work committed to 
the Veterans’ Administration. In supplementation of this authority, 
section 101 of the Servicemen’s Rhadfantment Act of 1944 (58 Stat. 
284), authorized the Administrator “to establish necessary regional 
offices, suboffices, branch offices, contact units, or other subordinate 
offices in centers of population where there is no Veterans’ Adminis- 
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tration facility, or where such a facility is not readily available or 
accessible.” 

Pursuant to the mentioned statutory authority we established a 
Veterans’ Administration office in Manila prior to World War II to 
receive and develop claims, investigate doubtful and fraudulent 
claims, handle guardianship matters and authorize hospital and 
medical care to American veterans residing in the Philippines. After 
the reoccupation of the Philippines by the American forces in World 
War II, this insular office was reopened early in 1945. Due to the 
expanding services required to handle the great additional number of 
claims, a regional office was subsequently activated. 

In view of the independence of the Philippines on July 4, 1946, and 
the status of the Republic as a foreign country after that date, a 
question arose as to the legality of expending Veterans’ Administration 
appropriated funds for the continued maintenance of the regional 
office. The question was submitted to the Comptroller General of 
the United States who advised that although there was no specific 
authority for the maintenance of a regional office after July 4, 1946, 
he would interpose no objection to its continued maintenance for a 
reasonable period not extending beyond June 30, 1947. 

The Veterans’ Administration thereupon submitted the matter to 
the Congress and legislation was enacted (Public Law 91, 80th irene.) 
authorizing the Administrator to establish and continue offices in the 
Republic of the Philippines until June 30, 1948. During the second 
session of the 80th Congress, Public Law 474 was enacted continuing 
this authority to June 30, 1950. This authority was again extended 
to June 30, 1954 by Public Law 546, 81st Congress, and to June 30, 
1960 by Public Law 181, 83d Congress. All of the cited provisions 
of law have since been repealed. The authority of the Administrator 
to establish necessary offices in the Philippines through June 30, 1960, 
is currently restated in section 230(b) of the recently codified title 38, 
United States Code. 

The continued maintenance of Veterans’ Administration operations 
in the Philippines beyond June 30, 1960, is of great importance. 
There are approximately 358,000 living veterans of service in and with 
the U.S. Armed Forces in the Philippines, a substantial number of 
which, as well as the dependents of approximately 71,000 deceased 
veterans, are potentially eligible for certain benefits administered by 
the Veterans’ Administration. This total includes American veterans 
of the Spanish-American and later wars and of peacetime service who 
are residing in the Philippines; the Philippine Scouts, a component 
of the Regular Army of the United States; and those Filipinos of the 
organized military forces of the Philippines who were called into 
service with our Armed Forces pursuant to the military order of the 
President of the United States of July 26, 1941, and who are entitled 
to certain insurance benefits, compensation for service-connected 
disabilities and death, dependency, and indemnity compensation for 
service-connected death, and burial benefits. We also administer 
educational benefits for orphans of veterans of the U.S. Armed Forces 
who died as the result of service during World War I, World War II 
and the Korean conflict, and provide certain hospital care and medical 
services to our veterans who are in the Philippines. 

In addition to the direct benefits described above, this agency is 
charged with the responsibility of administering a program of hospital 
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care for certain disabled Philippine Army veterans determined by 
the Veterans’ Administration to be in need thereof, through payments 
to the Veterans Memorial Hospital at Manila, and providing out- 
patient treatment, principally through the regional office facilities, 
when needed by such veterans for service-connected disabilities. 
These programs are provided through June 30, 1963. 

It is readily apparent that in the light of the substantial veteran 
population and the heavy workload of the various benefit programs 
it would be unfeasible if not impossible to carry on the administra- 
tion of such benefits to this group solely from offices in the continental 
United States. We cannot at this time foretell when the need for 
administrative offices in the Philippines will no longer exist. How- 
ever, it is expected that such facilities will be necessary for some con- 
siderable period of time. It is believed that the suggested 10-year 
extension of the authority to operate these offices is reasonable and 
will obviate the necessity of frequent consideration of the matter by 
the Congress. 

Although the activities of the Veterans’ Administration in foreign 
countries generally are handled through the facilities of the Depart- 
ment of State, it should be noted that the veteran population in foreign 
countries, save one, is comparatively small. The exception is the 
Republic of the Philippines. It is believed that nothing would be 
gained from an attempt to administer veterans’ benefits in that coun- 
try through the Department of State. In this regard, the Acting 
Assistant Secretary of State has recently advised that both adminis- 
trative and policy reasons militate against such a change and therefore 
they are of the opinion that the facilities of the Veterans’ Administra- 
tion in the Philippines should by all means be continued. A copy of 
his letter is enclosed. 

The proposed legislation will merely authorize the Administrator 
of Veterans’ Affairs to continue the present administrative operations 
in the Philippines. Accordingly, it is believed that its enactment will 
involve no additional expense to the Government. 

For the foregoing reasons, the Veterans’ Administration earnestly 
recommends favorable consideration of this legislative proposal by 
the Congress. Its prompt consideration will be appreciated since, 
depending upon the ultimate disposition of the bill by the Congress, 
appropriate administrative action by the Veterans’ Administration 
will be required prior to the expiration date of June 30, 1960. Further, 
adequate justification for the necessary funds for operations in the 
Philippines for fiscal year 1961, which must be submitted to the Bu- 
reau of the Budget in the early part of the fiscal year 1960, is contingent 
upon specific congressional authority to operate in the Philippines 
during fiscal year 1961. 

The Bureau of the Budget advises that there is no objection to the 
presentation of the draft bill to the Congress for its consideration. 

Sincerely yours, 
SuMNER G. WuirttisrR, Administrator. 
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CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in —— made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 


brackets; new matter is printed in italics; existing law in which no 
no_change is proposed is shown in roman): 


Section 230, TitLe 38, Unitep States Cops 


§ 230. Central and regional offices 


(a) The Central Office of the Veterans’ Administration shall be in 
the District of Columbia. The Administrator may establish such 
regional offices and such other field offices within the United States, its 
Territories, Commonwealths, and possessions, as he deems necessary. 

(b) The Administrator may exercise authority under this section 
in territory of the Republic of the Philippines until June 30, [1960.] 
1970. 

O 
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86TH CONGRESS SENATE REPORT 
1st Session No. 482 


SUSPENSION ON DUTIES ON METAL SCRAP 


Jury 8, 1959.—Ordered to be printed 


Mr. Byrop of Virginia, from the Committee on Finance, submitted the 
following 


REPORT 


[To accompany H.R. 6054] 


The Committee on Finance, to whom was referred the bill (H.R. 
6054) to continue until the close of June 30, 1960, the suspension of 
duties on metal scrap, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE 


The purpose of H.R. 6054 is to amend section 2 of Public Law 869, 
8ist Congress and continue for 1 year the suspension of duties on 
metal scrap. The present extension ends June 30, 1959, and the 
present bill would substitute the date June 30, 1960. 

The bill contains the proviso in the present law that the suspension 
shall not apply to lead scrap, lead alloy scrap, antimonial lead scrap, 
scrap battery lead or plates, zinc scrap, or zinc alloy scrap, or tungsten 
alloy scrap, or to articles of tungsten, tungsten carbide, or tungsten 
alloy, imported for remanufacture by melting. The bill also con- 
tinues the provision that the suspension shall not apply to any article 
provided for in section 4541 of the Internal Revenue Code of 1954, 
having to do with certain copper imports. 


GENERAL STATEMENT 


The suspension of the duties on imports of metal scrap provided for 
under present law (to June 30, 1959) provides for the free entry of 
metal scrap such as iron and steel, aluminum, magnesium, nickel, and 
nickel alloys. H.R. 6054 would continue this suspension through 
June 30, 1960. The tariff treatment of tin and tinplate scrap is not 
altered by this bill because imports of those products would not be 
subject to duty or import taxes in any case. 


84006 


















SUSPENSION OF DUTIES ON METAL SCRAP 


Section 2 of the bill provides that the suspension of duties shall not 
apply to any article provided for in section 4541 of the Internal Reve- 
nue Code of 1954, which, in general, imposes an import tax on certain 
copper-bearing ores and concentrates, other articles of which copper 
is the component material of chief value, and other articles containing 
4 percent or more of copper by weight. 

Scrap of the various nonferrous metals, whether imported or of 
domestic origin, may be considered for most purposes simply as rela- 
tively small components in the total supplies of metals, although some 
manufacturers rely largely, or almost entirely, on scrap as a source of 
raw material. The relation of iron and steel scrap to the total sup- 
plies of iron and steel is somewhat different from that existing with 
respect to nonferrous metals, in that the economical production of 
steel by the open-hearth process requires that part of the iron-bearing 
materials used consist of heavy melting scrap. It thereby becomes a 
material of great importance to the domestic production of steel. 
Even though imports of all scrap metals during recent years have not 
been large, they are nevertheless an important element and, in some 
cases, consumers in some sections of the country rely almost entirely 
on available scrap and would be seriously handicapped if sources were 
closed. 

The rates of duty on the principal types of ferrous and nonferrous 
metal scrap which would apply unless the present suspension is con- 
tinued are shown in the following table: 





Type of scrap | Paragraph Rate of duty 
No 





| 
i DR os | 37}4 cents per long ton plus additional duties on alloy con- 
| tent. 

Aluminum... -.--..-------| 374__- a 1)4 cents per pound. 

Nickel and nickel alloy_......--- | 5 or 389 | 10} percent ad valorem or 1 cents per pound, 

Tien toniete.. canes Sw | Free. 


Magnesium 


Relaying and rerolling rails would, in the absence of this legisla- 
tion, be dutiable at the rate of one-twentieth of 1 cent per pound plus 
additional duties on alloy content under paragraphs 305 and 322 of 
the Tariff Act of 1930. Other metal articles not considered scrap 
within the meaning of the tariff classifications, but imported to be 
used in remanufacture by melting, are also exempt from duty under 
Public Law 869 of the 81st Congress. Such articles would be dutiable 
in the absence of such special legislation. 
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DEPARTMENTAL REPORTS 


The following favorable reports were received from the Bureau of 
the Budget and Department of Treasury and State: 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGET, 
Washington, D.C., July 6, 1959. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, U.S. Senate, New Senate Office 
Building, Washington 25, D.C. 

My Dear Mr. Curarrman: This is in reply to your letter of June 
26, 1959, requesting a report on H.R. 6054, an act to continue until 
the close of June 30, 1960, the suspension of duties on metal scrap, 
and for other purposes. 

In our report of May 27, 1959, we indicated that we had no objection 
to the enactment of 5. 1653, a bill similar in purpose to H.R. 6054. 
We also have no objection to the enactment of H.R. 6054. 

Sincerely yours, 
(S) Puitur S. HuauHes, 
Assistant Director for Legislative Reference. 


THe GENERAL COUNSEL OF THE TREASURY, 
Washington, D.C., June 22, 1959. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
U.S. Senate, Washington, D.C. 


My Dear Mr. Cuarrman: Reference is made to your letter of 
June 17, 1959, requesting the views of this Department on H.R. 3269, 
to authorize the payment of veterans’ benefits to certain veterans who 
were discharged as aliens. 

The proposed legislation would amend 38 U.S.C. 3103 to permit 
the payment of benefits to certain veterans who were discharged as 
aliens in the absence of affirmative evidence establishing that the 
veteran applied for or solicited the discharge. 

Since the proposed legislation relates to matters primarily within 
the jurisdiction of the Veterans’ Administration, this Department has 
no comments to make on the bill. 

Very truly yours, 
Joun K. Cartock, 
Acting General Counsel. 
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DePAkrMENT OF STATE, 
July 7, 1959. 
Hon. Harry F. Byrp, 


Chairman, Committee on Finance, 
U.S. Senate. 


Dear Senator Byrn: | refer to your communication of June 26, 
1959, acknowledged on June 26, requesting the views of the Depart- 
ment of State on H.R. 6054, to continue until the close of June 30, 
1960, the suspension of duties on metal scrap, and for other purposes. 

The Department of State has examined H.R. 6054 from the stand- 
point of foreign economic policy objectives and would have no objec- 
tion to its enactment. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Wittiam B. Macomser, Jr., 
Assistant Secretary 
(For the Secretary of State). 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows: (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italic; existing law in which no 
change is proposed is shown in roman): 


Pustic Law 869, 8ist Coneress 


Be it enacted by the Senate and House of Representatives of the United 
States oY America in Congress assembled, That the Act of March 13, 
1942 (ch. 180, 56 Stat. 171), as amended, is hereby amended to read 
as follows: 

“Sec. 1. (a) No duties or import taxes shall be levied, collected, 
or payable under the Tariff Act of 1930, as amended, or under section 
3425 of the Internal Revenue Code with respect to metal scrap, or 
relaying and rerolling rails. 

“(b) The word ‘scrap’, as used in this Act, shall mean all ferrous 
and nonferrous materials and articles, of which ferrous or nonferrous 
metal is the component material of chief value, which are second-hand 
or waste or refuse, or are obsolete, defective or damaged, and which 
are fit only to be remanufactured, but does not include such nonferrous 
materials and articles in pig, ingot, or billet form which have passed 
through a smelting process and which can be commercially used with- 
out remanufacture.' 

“Sec. 2. Articles of which metal is the component material of chief 
value, other than ores or concentrates or crude metal, imported to be 
used in remanufacture by melting, shall be accorded entry free of 
duty and import tax, upon submission of proof, under such regulations 
and within such time as the Secretary of the Treasury may prescribe, 
that they have been used in remanufacture by melting: Provided 
however, That nothing contained in the provisions of this section shall 


For the information o! the Members o! the Senate, the text of sec. | of the act of Mar. 13, 1942, is shown 
as amended by sec. 3 of Public Law 85-453. 
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be construed to limit or restrict the exemption granted by section 1 
of this Act.” 

Sec. 2. The amendment made by this Act shall be effective as to 
merchandise entered, or withdrawn from warehouse, for consumption 
on or after the day following the date of the enactment of this Act 
and before the close of June 30, [1959] 1960. It shall also be effective 
as to merchandise entered, or withdrawn from warehouse, for con- 
sumption before the period specified where the liquidation of the entry 
or withdrawal covering the merchandise, or the exaction or decision 
relating to the rate of duty applicable to the merchandise, has not 
become final by reason of section 514, Tariff Act of 1930. 


O 
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86TH CONGRESS SENATE REpPoRT 
Ist Session No. 483 


ESTATE TAX DEDUCTION FOR CHARITABLE TRANSFERS 
SUBJECTED TO FOREIGN DEATH TAXES 


Juty 8, 1959.—Ordered to be printed 


Mr. Byrp of Virginia, from the Committee on Finance, submitted the 
following 


REPORT 


[To accompany H.R. 137] 


The Committee on Finance, to whom was referred the bill (H.R. 
137) to allow a deduction, for Federal estate tax purposes, in the case 
of certain transfers to charities which are subjected to foreign death 
taxes, having considered the same, report favorably thereon with an 
amendment and recommend that the bill as amended do pass. 

The amendment made by your committee makes the provisions of 
the bill apply with respect to the estates of decedents dying on or after 
July 1, 1955, instead of only with respect to the estates of decedents 
dying after the date of enactment of the bill, as provided by the bill 
as it passed the House. 

I. SUMMARY 


This bill prevents a pyramiding of Federal estate taxes where foreign 
death taxes are imposed on charitable bequests. This is accomplished 
by allowing a deduction for estate tax purposes for foreign death taxes 
imposed (and paid) on charitable bequests if (1) the property on which 
the tax is imposed is situated in the foreign country and included in 
the gross estate of a citizen or resident of the United States, and (2) if 
the decrease in tax resulting from the deduction is to go to charities 
(or the entire Federal estate tax is to be equitably apportioned among 
all of the transferees of the estate). Where this deduction is allowed, 
no credit against the estate tax is to be available for the foreign taxes 
which are deducted. This provision as amended by your committee 
is effective with respect to the estates of decedents dying on or after 
July 1, 1955. 

The deduction provided by this bill for foreign death taxes is the 
same as that provided by present law for State death taxes. 


59004°--59  S. Rept., 86-1, vol. 4 23 
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II. 





GENERAL STATEMENT 





Under present law a deduction from the Federal estate tax is granted 
for bequests for charity (sec. 2055). However, States, and also foreign 
countries, do not always follow the same rules as the Federal Govern- 
ment in determining what constitute deductible, charitable bequests. 
As a result, even though a decedent leaves a residuary interest in 
his estate to what for Federal tax purposes would be considered a 
deductible, charitable purpose, a State or foreign government may 
impose a tax with respect to this amount. Before the enactment of 
Public Law 414 in the 84th Congress (1956) where such a State death 
tax was imposed in the case of a residuary interest, this reduced the 
size of the charitable bequest which could be taken as a deduction 
for Federal estate-tax purposes, since the State death taxes were paid 
out of the residuary interest thus reducing the charitable bequest. 
This increase in tax again decreased the net charitable bequest which 
still further increased the Federal tax. By this pyramiding of tax on 
tax, the Federal estate tax could be increased by much more than the 
estate tax on the bequest, and the combination of these two taxes 
could result in the actual transfer to charity of an amount considerably 
less than the original bequest. In Public Law 414 Congress recognized 
the hardship in such cases and prevented the pyramiding of the Fed- 
eral estate tax by granting a deduction to the estate for the amount of 
the State death taxes imposed upon a charitable transfer, if the de- 
crease in Federal estate tax resulting from this deduction inures 
solely to the benefit of a charitable transferee (or the entire Federal 
estate tax is equitably apportioned among all of the transferees). 

The action taken in 1956, however, related only to death taxes 
imposed on charitable bequests by States, Territories, the District of 
Columbia, and possessions of the United States. It did not relate 
to death taxes imposed by foreign countries. Your committee agrees 
that since the same pyramiding of Federal estate tax can occur where 
foreign death taxes are imposed with respect to charitable bequests 
as where State death taxes are involved, the deduction presently 
granted for the State death taxes imposed on charitable bequests 
should also be available for foreign death taxes imposed on charitable 
bequests. 

As a result the first section of this bill amends section 2053(d) of 
the code to provide that an executor may elect to take a deduction 
for an estate, succession, legacy, or inheritance tax imposed by, and 
actually paid to, any foreign country with respect to property situated 
within that foreign country if the property is included in the gross 
estate of a citizen or resident of the United States and is property 
which would otherwise be transferred for public, charitable, or reli- 
gious uses (as described in sec. 2055). As is presently true in the case 
of the deduction for State death taxes, the deduction for foreign 
death taxes is to be allowed only if the decrease in tax resulting from 
the additional deduction provided from the Federal estate tax inures 
solely to the benefit of public, charitable or religious transferees (or 
where the entire Federal estate tax is equitably apportioned among 
all of the transferees of the property included in the gross estate). 
The election to take this deduction must be made within the period 
of limitations for assessment. 
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Where a deduction is taken (under sec. 2053(d)) for any death tax 
imposed by, and actually paid to, a foreign country upon a transfer 
which would otherwise inure to public, charitable, or religious pur- 
poses, no foreign tax credit (sec. 2014) is allowed for the foreign taxes 
so deducted. An election to take the deduction for the foreign taxes 
is to be deemed to be a waiver of the right to claim any credit for the 
foreign death taxes under a treaty. It is also provided that for 
purposes of determining the limitation applicable with respect to the 
credit for foreign death taxes (sec. 2014(b)), the property with respect 
to which the deduction is taken is not, for this purpose, treated as 
property taxed by the foreign country. 

The deduction for foreign death taxes in the case of transfers for 
charitable, etce., purposes is to be available in the case of decedents 
dying on or after July 1, 1955, rather than only in the case of de- 
cedents dying after the date of enactment of the bill, as provided by 
the House. 

Ill. CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIV of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing law 
in which no change is proposed is shown in roman): 


INTERNAL REVENUE CODE OF 1954 
Subtitle B—Estate And Gift Tax 


* * * * * 


CHAPTER 11—ESTATE TAX 


* * * * * 


Subchapter A—Estates of Citizens or Residents 


* * * * - 


PART II—CREDITS AGAINST TAX 


* * * * * * 


SEC. 2011. CREDIT FOR STATE DEATH TAXES. 
* * * * * - * 


(e) Limitation iN Cases INvotvinc Depuction UNnper SEcTION 
2053(d).—In any case where a deduction is allowed under section 
2053(d) for an estate, succession, legacy, or inheritance tax imposed 
[upon a transfer] by a State or Territory or the District of Columbia 
upon a transfer for public, charitable, or religious uses described in 
section 2055 or 2106(a)(2), the allowance of the credit under this 
section shall be subject to the following conditions and limitations: 

(1) The taxes described in subsection (a) shall not include any 
estate, succession, legacy, or inheritance tax for which [a] such 
deduction is allowed under section 2053(d). 
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(2) The credit shall not exceed the lesser of— 
(A) the amount stated in subsection (b) on a taxable 
estate determined by allowing [the] such deduction author- 
ized by section 2053(d), or 
(B) that proportion of the amount stated in subsection (b) 
on a taxable estate determined without regard to [the] such 
deduction authorized by section 2053(d) as (i) the amount 
of the taxes described in subsection (a), as limited by the 

provisions of paragraph (1) of this subsection, bears to (ii) 

the amount of the taxes described in subsection (a) before 

applying the limitation contained in paragraph (1) of this 
subsection. 

(3) If the amount determined under subparagraph (B) of 
paragraph (2) is less than the amount determined under sub- 
paragraph (A) of that paragraph, then for purposes of subsection 
(d) such lessees amount shall be the maximum credit provided 
by subsection (b). 
* * * * * ~ * 
SEC. 2014. CREDIT FOR FOREIGN DEATH TAXES. 

(a) In GeneRaL.—The tax imposed by section 2001 shall be 
credited with the amount of any estate, inheritance, legacy, or succes- 
sion taxes actually paid to any foreign country in respect of any 
property situated within such foreign country and included in the 
gross estate (not including any such taxes paid with respect to the 
estate of a person other than the decedent). If the decedent at the 
time of his death was not a citizen of the United States, credit shall 
not be allowed under this section unless the foreign country of which 
such decedent was a citizen or subject, in imposing such taxes, allows 
a similar credit in the case of a citizen of the United States resident 
in such country. The determination of the country within which 
property is situated shall be made in accordance with the rules 
applicable under subchapter B (sec. 2101 and following) in determining 
whether property is situated within or without the United States. 

(b) Limitations on Crepit.—The credit provided in this section 
with respect to such taxes paid to any foreign country— 

(1) shall not, with respect to any such tax, exceed an amount 
which bears the same ratio to the amount of such tax actually 
paid to such foreign country as the value of property which is— 

(A) situated within such foreign country, 
(B) subjected to such tax, and 
(C) included in the gross estate 
bears to the value of all property subjected to such tax; and 

(2) shall not, with respect to all such taxes, exceed an amount 
which bears the same ratio to the tax imposed by section 2001 
(after deducting from such tax the credits provided by sections 
2011 and 2012) as the value of property which is— 

(A) situated within such foreign country, 

(B) subjected to the taxes of such foreign country, and 

(C) included in the gross estate 

bears to the value of the entire gross estate reduced by the 
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aggregate amount of the deductions allowed under sections 2055 
and 2056. 

(c) VALUATION OF PROPERTY.— 

(1) The values referred to in the ratio stated in subsection 
(b)(1) are the values determined for purposes of the tax imposed 
by such foreign country. 

(2) The values referred to in the ratio stated in subsection (b) (2) 
are the values determined under this chapter; but, in applying 
such ratio, the value of any property described in subparagraphs 
(A), (B), and (C) thereof shall be reduced by such amount as will 
properly reflect, in accordance with regulations prescribed by the 
Secretary or his delegate, the deductions allowed in respect of 
such property under sections 2055 and 2056 (relating to charitable 
and marital deductions). 

(d) Proor or Crepir.—The credit provided in this section shall be 
allowed only if the taxpayer establishes to the satisfaction of the 
Secretary or his delegate— 

(1) the amount of taxes actually paid to the foreign country, 

(2) the amount and date of each payment thereof, 

(3) the description and value of the property in respect of 
which such taxes are imposed, and 

(4) all other information necessary for the verification and 
computation of the credit. 

(e) Perrop or Limrration.—The credit provided in this section 
shall be allowed only for such taxes as were actually paid and credit 
therefor claimed within 4 years after the filing of the return required 
by section 6018, except that— 

(1) If a petition for redetermination of a deficiency has been 
filed with the Tax Court within the time prescribed in section 
6213(a), then within such 4-year period or before the expiration 
of 60 days after the decision of the Tax Court becomes final. 

(2) If, under section 6161, an extension of time has been granted 
for payment of the tax shown on the return, or of a deficiency, 
then within such 4-year period or before the date of the expiration 
of the period of the extension. 

Refund based on such credit may (despite the provisions of sections 
6511 and 6512) be made if claim therefor is filed within the period 
above provided. Any such refund shall be made without interest. 

(f) AppirronaLt Limitation 1n Cases Invotvine A Depvucrion 
Unver Section 20538(d).—In any case where a deduction is allowed 
under section 2053(d) for an estate, succession, legacy, or inheritance tax 
imposed by and actually paid to any foreign country upon a transfer by 
the decedent for public, charitable, or religious uses described in section 
2055, the property described in subparagraphs (A), (B), and (C) of 
paragraphs (1) and (2) of subsection (b) of this section shall not include 
any ont in respect of which such deduction is allowed under section 
2053 (d). 

[(f)] (g) Possession or Unitep States Drrmep a ForeriGn 

ountrY.—For purposes of the credits authorized by this section, 
each possession of the United States shall be deemed to be a foreign 
country. 

* * * * ™ « « 
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PART IV—TAXABLE ESTATE 


* 








= * 





* x 


SEC. 2053. EXPENSES, INDEBTEDNESS, AND TAXES. 
* * * + 7 * * 


[(d) Cerrar Strate Deata Taxes.— 

[(1) Generat RuLE.— Notwithstanding the provisions of sub- 
section (c)(1)(B) of this section, for purposes of the tax imposed 
by section 2001 the value of the taxable estate may be deter- 
mined, if the executor so elects before the expiration of the period 
of limitation for assessment provided in section 6501, by deduct- 
ing from the value of the gross estate the amount (as determined 
in accordance with regulations prescribed by the Secretary or his 
delegate) of any estate, succession, legacy or inheritance tax 
imposed by a State or Territory or the District of Columbia, 
upon a transfer by the decedent for public, charitable, or religious 
uses described in section 2055 or 2106(a)(2). The election shall 
be exercised in accordance with regulations prescribed by the 
Secretary or his delegate. ] 

(d) Certain State AND Foreien Deata TaxeEs.— 

(1) GengraL rute.—Notwithstanding the provisions of subsec- 
tion (c)(1)(B) of this section, for purposes of the tax imposed by 
section 2001 the value of the tarable estate may be determined, vf 
the executor so elects before the expiration of the period of limitation 
for assessment provided in section 6501, by deducting from the value 
of the gross estate the amount (as determined in accordance with 
regulations prescribed by the Secretary or his delegate) of — 

(A) any estate, succession, legacy, or inheritance tax imposed 
by a State or Territory or the District of Columbia upon a 
transfer by the decedent for public, charitable, or religious uses 
described in section 2055 or 2106(a) (2), and 
(B) any estate, succession, legacy, or inheritance tax imposed 
by and actually paid to any foreign country, in respect of any 
property situated within such foreign country and included 
wn the gross estate of a citizen or resident of the United States, 
upon transfer by the decedent for public, charitable, or religious 
uses described in section 2058. 
The determination under subparagraph (B) of the country within 
which property is situated shall be made in accordance with the 
rules applicable under subchapter B (sec. 2101 and following) in 
determining whether property is situated within or without the 
United States. Any election under this paragraph shall be ezer- 
cised in accordance with regulations prescribed by the Secretary or 
his delegate. 

(2) CoNDITION FOR ALLOWANCE OF DEDUCTION.—No deduction 
shall be allowed under paragraph (1) for a State death tax or a 
foreign death tax specified therein unless the decrease in the tax 
imposed by section 2001 which results from the decuction pro- 
vided [for] in paragraph (1) will inure solely for the benefit of 
the public, charitable, or religious transferees described in 
section 2055 or section 2106(a)(2). In any case where the tax 
imposed by section 2001 is equitably apportioned among all the 

transferees of property included in the gross estate, including 
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those described in sections 2055 and 2106(a)(2) (taking into 
account any exemptions, credits, or deductions allowed by this 
chapter), in determining such decrease, there shall be disregarded 
any decrease in the Federal estate tax which any transferees 
other than those described in sections 2055 and 2106(a)(2) are 
required to pay. 

[(3) Errect OF DEDUCTION ON CREDIT FOR STATE DEATH 
TAXES.—See section 2011(e) for the effect of a deduction taken 
under this subsection on the credit for State death taxes.] 

(3) Errecr ON CREDITS FOR STATE AND FOREIGN DEATH TAXES 
OF DEDUCTION UNDER THIS SUBSECTION.— 

(A) Execrion.—An election under this subsection shall be 
deemed a waiver of the right to claim a credit, against the Federal 
estate tax, under a death tax convention with any foreign country 
for any tax or portion thereof in respect of which a deduction is 
taken under this subsection. 

(B) Cross REFERENCES.— 

See section 2011(e) for the effect of a deduction taken 
under this subsection on the credit for State death taxes, 


and see section 2014(f) for the effect of a deduction taken 
under this subsection on the credit for foreign death taxes. 


O 
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Calendar No. 481 


86TH CoNGRESS t SENATE Reporr 
lst Session No. 484 





AMENDING SECTION 105 OF THE LEGISLATIVE APPROPRIATION 
ACT, 1955, WITH RESPECT TO THE DISPOSITION UPON THE DEATH 
OF A MEMBER OF THE HOUSE OF REPRESENTATIVES OF 
AMOUNTS HELD FOR HIM IN THE TRUST FUND ACCOUNT IN THE 
OFFICE OF THE SERGEANT AT ARMS, AND OF OTHER AMOUNTS 
DUE SUCH MEMBER 


Jury 8, 1959.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


(To accompany H.R. 6435) 


The Committee on Rules and Administration to whom was referred 
the bill (H.R. 6435) to amend section 105 of the Legislative Appro- 
priation Act, 1955, with respect to the disposition upon the death of 
a Member of the House of Representatives of amounts held for him 
in the trust fund account in the Office of the Sergeant at Arms, and 
of other amounts due such Member, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

This bill relates solely to certain administrative operations in the 
House of Representatives. Under the present law, the Sergeant at 
Arms of the House of Representatives is authorized to pay any unpaid 
balances of salary or other sums due to a Member at the time of his 
death to the decedent’s widow or widower or, if none, to the decedent’s 
next of kin or heirs at law. The present bill is designed to enable a 
Member, including a Resident Commissioner, to designate in writing 
a beneficiary and also contingent beneficiaries to receive such unpaid 
balances as may be due him by the Sergeant at Arms or the Clerk of 
the House of Representatives on the date of his death. The bill also 
establishes an orderly, uniform statutory procedure to be followed by 
the above officials in those cases where no designation of beneficiary 
has been made. 

The proposed bill would encompass moneys held in the trust fund 
account in the Office of the House Sergeant at Arms, which trust fund 
account has no counterpart in the Senate. The bill would not apply 
to lump-sum credits in a Member’s retirement fund or to any other 
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sums which might be owing by the Government to a deceased Member 
of the House of Representatives. 

Further information concerning the details of the proposal are out- 
lined in House Report 372, 86th Congress, 1st session, which accom- 
panied the bill in the House of Representatives. 





CHANGES 





IN EXISTING LAW 


In compliance with clause 4 of rule XX1X of the Standing Rules of 
the Senate, changes in existing law made by the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic): 


































Section 105 oF THE LEGISLATIVE APPROPRIATION Act, 1955 





[Sec. 105. After June 30, 1954, when any person who has been 
elected a Representative in Congress dies after the commencement of 
the Congress to which he has been elected, the Sergeant at Arms of 
the House of Representatives shall pay to the widow, or widower, of 
such person, or if there is no widow, or widower, to the next of kin 
or heirs-at-law of such person, any unpaid balance of salary or other 
sums due such person at the time of his death.] 

Sec. 105. When any individual who has been elected a Member of, or 
Resident Commissioner to, the House of Representatives dies after the 
commencement of the Congress to which he has been elected, the Sergeant 
at Arms of the House of Representatives shall pay any unpaid balance of 
salary and other sums due such individual (including amounts held in 
the trust tund account in the office of the Sergeant at Arms) to the person 
or persons surviving at the date of death, in the following order of preced- 
ence, and such payment shall be a bar to the recovery by any other person 
of amounts so paid: 

First, to the benehcrary or beneficiaries designated by such individual 
in writing to receive such unpaid balance and other sums due filed with 
th. Sergeant at Arms, and received by the Sergeant at Arms prior to such 
indwidual’s death, 

Second, if there be no such beneficiary, to the widow or widower of such 
individual; 

Third, uf there be no beneficiary or surviving spouse, to the child or 
children of such individual, and descendants of deceased children, by 
representation, 

Fourth, if none of the above, to the parents of such individual, or the 
survivor of them; 

Fifth, if there be none of the above, to the duly appointed legal repre- 
sentative of the estate of the deceased individual, or if there be none, to 
the person or persons determined to be entitled thereto under the laws of 
the domicile of the deceased indidual. 
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86TH CONGRESS SENATE Rerorr 
1st Session No. 485 


—_= 


ALLOWANCES AND BENFEFITS TO USS. CITIZENS ASSIGNED 
TO VETERANS’ ADMINISTRATION OFFICE IN THE RE- 
PUBLIC OF THE PHILIPPINES 


Juuy 8, 1959.—Ordered to be printed 


Mr. Byrp of Virginia, from the Committee on Finance, submitted the 
following 


REPORT 


{[To accompany H.R. 269] 


The Committee on Finance, to whom was referred the bill (H.R. 
269) to amend title 38, United States Code, to provide certain allow- 
ances and benefits to personnel of the Veterans’ Administration who 
are U.S. citizens and are assigned to the Veterans’ Administration 
office in the Republic of the Philippines, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

EXPLANATION OF THE BILL 


The purpose of this legislation is to provide, for the personnel of the 
Veterans’ Administration who are U.S. citizens and assigned to the 
Veterans’ Administration regional office at Manila in the Republic 
of the Philippines, certain allowances and benefits similar to those 
provided under appropriate sections of the Foreign Service Act of 
1946. Generally, such allowances and benefits deal with temporary 
quarters, expenses for proper representation and official residences, 
travel, transportation, ‘“home”’ eae et cetera. Generally, these 
benefits are not now available to this class of employee of the Veterans’ 
Administration. 

The cost of this legislation would approximate $30,000 annually. 
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The favorable report of the Veterans’ Administration follows: 


JUNE 26, 1959. 
Hon. Harry F. Byrp, 


Chairman, Committee on Finance, 
U.S. Senate, Washington, D.C. 

Dear Senator Byrp: The following comments on H.R. 269, 86th 
Congress, are submitted in response to your request. 

The bill proposes to amend title 38, United States Code, to provide, 
for personnel of the Veterans’ Administration who are U.S. citizens 
and are assigned to the Veterans’ Administration Manila regional 
office in the Republic of the Philippines, certain allowances and 
benefits similar to those provided under specified sections of the 
Foreign Service Act of 1946 and home leave benefits similar to those 
provided under section 203(f) of the Annual and Sick Leave Act of 
1951 for employees of the Foreign Service, Department of State. 
Such allowances and benefits deal with temporary quarters and storage 
of effects, expenses for proper representation and of official residences, 
travel, transportation, ‘‘home’”’ leave, and medical expenses, and are 
not now generally available to Veterans’ Administration personnel 
employed in the Philippines. 

The subject of pay, allowances, and benefits for Federal employees 
overseas has been under study for several years by the executive 
branch of the Government. H.R. 5007 and H.R. 5178, 86th Congress, 
which are pending before the House Committee on Post Office and 
Civil Service, would provide certain allowances, expenses, and other 
fringe employment benefits for employees of all Government agencies 
stationed overseas. During the 85th Congress substantially similar 
bills (H.R. 3527 and H.R. 6141) were endorsed by the administration 
on the basis that all U.S. citizens employed in foreign countries, 
regardless of agency or location, should be provided benefits on an 
equal basis. 

On the basis of such data as are available at this time, it is estimated 
that the cost of H.R. 269, if enacted, would be in the neighborhood of 
$30,000 annually. 

The programs administered by the Veteran’s Administration in the 
Philippines are of major significance with respect to our relations with 
that country and involve substantial expenditures by the U.S. Govern- 
ment. It is therefore necessary that highly competent key personnel 
be employed to assure successful administration of such programs. 
Enactment of H.R. 269 or the bills of general applicability (H.R. 5007 
and H.R. 5178) would be beneficial in the recruitment and retention 
of personnel for our Manila regional office. 

The Veterans’ Administration has been advised by the Bureau of 
the Budget that there was no objection to the submission of a similar 
report on this bill to the Committee on Veterans’ Affairs, House of 
Representatives. 

Sincerely yours, 
Sumner G. Weittier, Administrator. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
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brackets; new matter is printed in italics; existing law in which no 
change is proposed is shown in roman): 


SurncHaptTerR III, Tirte 38, Unitep States Copz 


Subchapter III of Chapter I (General)—Veterans’ Administration 
Regional Offices; Employees 


§ 230. Central and regional offices 
(a) The Central Office of the Veterans’ Administration shall be in 
the District of Columbia. The Administrator may establish such 
regional offices and such other field offices within the Unites States, its 
Territories, Commonwealths, and possessions, as he deems necessary. 
(b) The Administrator may exercise authority under this section 
in territory of the Republic of the Philippines until June 30, 1960. 


§ 231. Placement of employees in military installations 


The Administrator may place officers and employees of the Vet- 
erans’ Administration in such Army, Navy, and Air Force installa- 
tions as may be deemed advisable for the purpose of adjudicating 
disability claims of, and giving aid and advice to, members of the 
Armed Forces who are about to be discharged or released from active 
military, naval, or air service. 


§ 232. Employment as translators 


The Administrator may contract for the services of translators with- 
out regard to sections 39, 46, and 50 of title 5, and the Classification 
Act of 1949. 


§ 233. Employees’ apparel; school transportation; recreational 
equipment; visual exhibits 
The Administrator, subject to such limitations as he may prescribe, 
may— 

(1) furnish and launder such wearing apparel as may be pre- 
scribed for employees in the performance of their official duties; 

(2) transport children of Veterans’ Administration employees 
located at isolated stations to and from school in available 
Government-owned automotive equipment; 

(3) provide recreational facilities, supplies, and equipment for 
the use of patients in hospitals, and employees in isolated in- 
stallations; and 

(4) provide for the preparation, shipment, installation, and 
display of exhibits, photographic displays, moving pictures and 
other visual educational information and descriptive material. 

For the purposes of subparagraph (4), the Administrator may pur- 
chase or rent equipment. 


§ 234. Telephone service for medical officers 


The Administrator may pay for official telephone service and rental 
in the field whenever incurred in case of official telephones for med- 
ical officers of the Veterans’ Administration where such telephones are 
installed in private residences or private apartments or quarters, 
when authorized under regulations established by the Administrator. 
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§ 235. Benefits to employees in the Republic of the Philippines 
who are United States citizens 


(a) The Administrator may, under such rules and regulations as may 
be prescribed by the President or his designee, provide to personnel of the 
Veterans’ Administration who are United States citizens and are assigned 
by the Administrator to the Veterans’ Administration office in the Republie 
of the Philippines, allowances and benefits similar to those provided by 
the following sections of the Foreign Service Act of 1946: 

(1) Section 901(1) (relating to allowances for temporary and perma- 
nent living quarters, heat, light, water, fuel, gas, and electricity). 

(2) Section 901(3) (relating to allowances to provide for the proper 
representation of the United States). 

(3) Section 902 (relating to an allotment for official residences of 
principal American representatives). 

(4) Section 903 (relating to accounting for allowances). 

(5) Section 911 (1), (2), (8), (4), (6), (7), and (9) (relating to travel 
expenses ). 

(6) Section 918 (relating to transportation of automobiles). 

(7) Section 933 (relating to the return of personnel to the United 
States on leaves of absence). 

(8) Section 941 (relating to payment by the United States of expenses 
for treating illness or injury of officers or employees and dependents 
requiring hospitalization). 

(6) Personnel of the Veterans’ Administration who are United States 
citizens and are assigned to the Republic of the Philippines by the 
Administrator of Veterans’ Affairs may be granted leaves of absence in 
the United States, by the Administrator of Veterans’ Affairs, similar to 
that provided by section 203(f) of the Annual and Sick Leave Act of 1951 
(6 U.S.C. 2061(f)). O 
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1st Session No. 486 





PUBLIC WORKS APPROPRIATION BILL, 1960 
Juxy 8, 1959.—Ordered to be printed 


Mr. E.ttenper, from the Committee on Appropriations, submitted 
the following 


REPORT 


[To accompany H.R. 7509} 


The Committee on Appropriations, to whom was referred the bill 
(H.R. 7509) making appropriations for civil functions administered 
by the Department of the Army, certain agencies of the Department 
of the Interior, and the Tennessee Valley Authority, for the fiscal year 
ending June 30, 1960, and for other purposes, report the same to the 
Senate with various amendments and present herewith information 
relative to the changes made: 


Amount of bill as passed House__.-...---..------ $1, 177, 177, 000 
Amount of increase by Senate (net)......-.------- 79, 659, 300 

Amount of bill as reported to Senate_.....-. 1, 256, 836, 300 
Amount of estimates for 1960_...........-.--.--. 1, 176, 677, 000 
Amount of appropriations, 1959 ..........-.------ 1, 136, 503, 285 


The bill as reported to the Senate— 
Exceeds the estimates of 1960_......-..------ 80, 159, 300 
Exceeds the appropriation for 1959........--- 120, 333, 015 
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TITLE I 
CIVIL FUNCTIONS DEPARTMENT OF THE ARMY 


CEMETERIAL EXPENSES 


Aparvonsiotion, 1050... .<ccacsxnacasicmmnanennaquencenmesenas $7, 450, 000 
DEREUMORAIUNO, 1900. ce cccinnccnawek end dendcheesbeeneeeeaues 9, 000, 000 
ns IO os ee ee ee eae newkaa eae eae 9, 194, 000 
Commmitten wmoummendation : .4 2 so. nh dd occ needSsbkawnscn 9, 194, 000 


The committee approved the amount allowed by the House. 
Public Law 85-644, approved August 14, 1958, authorized the furnish- 
ing of headstones for members of the Armed Forces whose remains 
were buried at sea or are otherwise not recoverable. This new require- 
ment is the principal reason for the increase in the budget estimate over 
the current year. 

The House allowed an additional $194,000 over the budget estimate 
to provide for more adequate maintenance of Arlington National 
Cemetery, particularly for the rectification of sunken graves. The 
committee concurs in this action of the House. 

The committee believes, however, that the conditions prevailing at 
Arlington are not unique. It desires that in connection with the 

reparation of the 1961 budget, representatives of the Memorial 
Branch of the Quartermaster Corps carefully review the maintenance 
standards at other national cemeteries, and be prepared to report to 
the committee on the conditions existing elsewhere. 


Corps or ENGINEERS 


The budget estimate for the civil functions of the Corps of Engi- 
neers considered by the House was $863,180,000. The bill as passed 
by the House provided $863,940,500. The House added 24 un- 
budgeted general investigation items and 44 unbudgeted construction 
and planning items. These new construction items were financed by 
(1) savings reported by the Corps of Engineers amounting to $11,- 
541,000; (2) reductions in budget estimates amounting to $4,439,000; 
and (3) increasing the reduction for slippage and savings from $30 
million to $43 million. The Corps of Engineers have requested resto- 
ration of items 2 and 3 amounting to $17,439,000. 

For a number of years it has been the practice to underfinance the 
approved program by about 5 percent to take into account savings 
and slippages. The bill as it came to the committee was underfi- 
nanced by an additional $17,439,000, for which restoration was re- 
quested by the Corps of Engineers. 

The committee recommends $932,468,800. The committee rec- 
ommendation is $69,288,800 above the estimate and $68,528,300 more 
than the House allowed. 

The new construction starts allowed by the House will involve a 
future commitment of $314,223,000. The additional new construc- 
tion starts recommended by the Senate committee involve a future 
commitment of $333,532,000. The bill as reported to the Senate 
therefore represents a future commitment of $647,755,000. This 
amount is less than the amount recommended by the President for 
construction for fiscal year 1960. 

The committee notes that 40 projects will be completed with the 
amount recommended in the budget. It is essential therefore that 
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some new starts be added each year. Since the future commitment 
in the recommended program is less than 1 year’s construction at the 
going rate, it is apparent that the committee has been conservative in 
their recommendation. 
The committee recommendations are discussed under the individual 
appropriation items. 
COST ESTIMATES 


The committee notes a marked improvement in the Corps of En- 
gineers estimates. For the past few years the corps has reported a 
number of instances where projects can be completed with less than 
the budget estimate, and frequently the cost estimates have been re- 
duced during the final stages of construction. On individual projects 
there are still material increases in the estimated cost over the original 
estimate submitted at the time construction was initiated. The over- 
all increases in the cost of the projects currently under construction 
is well within the actual annual increase in the cost of construction. 
Even with respect to individual projects, where there are substantial 
variations from the estimate submitted at the time construction was 
initiated, it would appear that the corps’ estimates are not out of line. 
Their estimates usually vary less than the range of the estimates of 
responsible bidders bidding on the projects. The corps estimates of 
necessity represent their best judgment of what responsible competi- 
tive contractors will bid on any particular project. 


WATER RESOURCES DEVELOPMENT 


For the past 4 years this committee has discussed the importance of 
water resource development in its reports in the hope of arousing wide- 
spread interest in an orderly program of development. Only in this 
way can the extravagance of crash programs be avoided in the imme- 
diate future. 

The need for awakening public interest in this program has been 
accentuated previously by inadequate budget requests for going proj- 
ects, which inevitably result in costly delays, and by the no-new-start 
policy of the Bureau of the Budget. 

This year the situation is somewhat different. The budget itself 
generally provided reasonable amounts for the continuation of going 
projects. The House committee in its report included an excellent 
discussion of the fallacy of the no-new-starts policy, and that com- 
mittee recommended, and the House approved, 44 unbudgeted con- 
struction and planning items for the Corps of Engineers. Of par- 
ticular importance is the fact that this session, the Senate adopted a 
resolution setting up a select committee on water resource develop- 
ment, for the purpose of reviewing existing legislation and formulating 
a coordinated national program for the development of the water 
resources of the country. 

In the light of these recent developments, it would appear unneces- 
sary to discuss in detail the importance of the various phases of this 
program, other than to again stress the urgency of adequate appro- 
priations for the development of these resources in keeping with the 
exploding population growth of the United States. 
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Rivers AND HarsBors AND FLoop ConTROL 


GENERAL INVESTIGATIONS 


Appropriations, 1959 
Budget estimate, 1960 
House allowance 


11, 938, 200 


The committee recommendation of $11,938,200 represents a modest 
increase over the amount recommended by the committee last year 
for this purpose to take into account the pay raise increase voted by 
the Congress after the committee’s recommendation of last year. The 
committee ee the House action with respect to general investi- 
gations, with the following exceptions: It has restored the budget 
estimates listed below which were denied by the House: 

Lake Champlain Waterway $10, 000 
Big Muddy River and Beaucoup Creek 


S. Res. 148 
Coordination studies 


POTOMAC RIVER REVIEW REPORT 


The committee recommends $400,000, the amount allowed by the 
House, which is $100,000 below the budget estimate. In reducing the 
budget estimate, the House committee stated that it desired some 
information on possible features of the ultimate project and the 
amount of local contribution or reimbursement which could be 
expected if the river development is undertaken. 

The Senate committee recognizes the urgency of solving the water 
supply and pollution abatement problems for the Washington metro- 
paliten area and concurs in the views of the House concerning the 
desirability of obtaining information as to the possible features of the 
ultimate project and the extent of local cooperation. It will expect 
such information when the corps presents its request for fiscal year 
1961. It has noted that the district engineer has discussed the 
subject of local cooperation for the water supply features of the 
project with the Commissioners of the District of Columbia, the 
Washington Suburban Sanitary Commission, and Fairfax County, 
and that all three agencies are aware of and accept the fact that local 
contributions for the water supply features will be required. 

In view of the urgency of providing an adequate water supply for 
the area, and in recognition of the extent of the opposition to the 
construction of hydroelectric projects, the committee directs that the 
funds appropriated be used to finance the study of water supply and 
pollution abatement authorized by Senate Public Works Committee 
resolution adopted July 6, 1959, rather than for the comprehensive 
study previously authorized. 
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SENATE RESOLUTION 148 


The committee has recommended the restoration of the $100,000 
requested in the budget estimate for the preparation of the addi- 
tional data required by Senate Resolution 148, 85th Congress. The 
committee notes that as a result of further study and discussion, it 
has been determined that the cost of providing the information 
required by Senate Resolution 148 has been substantially reduced. 
The committee considers that the information required under that 
resolution is essential for the consideration of the legislative com- 
mittees handling the public works program. 


Fish aND WILpLIFEeE SERVICE 


The budget estimate for coordination studies by the Fish and Wild- 
life Service of the Department of the Interior was deleted by the 
House committee during its consideration of the Interior Department 
appropriation bill. The Senate committee restored the item. In 
conference the item was deleted. The following statement of the 
managers on the part of the House was included in the conference 
report on the Interior Department appropriation bill: 


The conferees are in agreement that funds for river basin 
studies should continue to be transferred from appropria- 
tions of the Corps of Engineers and the Bureau of Reclama- 
tion. However, the conferees recommend that the appro- 
priations involved hereafter contain specific language 
neers the amount to be transferred to the Fish and 
Wildlife Service It is recognized that these agencies will 
require additional funds to finance these studies. 


The committee has included funds in the amount of $50,000 for this 
purpose and has recommended appropriate language in line with the 
views of the conferees on the Interior Department appropriation bill. 


ALLOCATION OF COMMITTEE RECOMMENDATION 


The committee considers an active, well-balanced survey program 
to be the keystone of an orderly and sound water resource program. 

As in the past, the committee prefers not to make specific alloca- 
tions to individual investigations. It desires, however, to call to the 
attention of the Corps of Engineers the testimony presented to the 
committee with respect to the need for increased amounts for surveys 
contained in its tentative allocation of budget recommendations and 
expects that increased amounts will be applied to those surveys where 
feasible. In the allocation of the balance of the increase recommended 
it is desired that careful consideration be given to the needs of those 
areas for which testimony was presented to the committee. 
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General investigations 











Budget esti- | House allow-| Senate com- 
Item mate for fiscal ance mittee recom- 
year 1960 mendation 


(2) (3) (4) 
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GENERAL INVESTIGATIONS 


1, Examinations and surveys: 













































Get Tih Bes Beinn vuinieécentdaabdddhbocetebtbncedbvsabulthibabaedde hitintieiuantigich jaw $100, 000 
RE Se SES a $600, 000 $709, 5 1, 185, 800 
ae “Renee CT OES 29 Oo 2 On sn 8 aaeeeeomiebtlins 2, 100, 000 2, 459, 900 3, 331, 400 
(d) Beach erosion cooperative studies.....-...........- 75, 000 75, 000 100, 000 
(e) Special studies 
(1) San Francisco Bay survey ................- 400, 000 400, 000 750, 000 
(2) Ohio River Basin review. ..............-.- 400, 000 400, 000 500, 000 
(3) Great Lakes Harbor survey.....---- ica 260, 000 260, 000 367, 000 
(4) Coordination studies with other agencies... 150, 000 110, 000 150, 000 
(5) Delaware River comprehensive survey-....- 330, 000 330, 000 330, 000 
(6) Watershed Protection Act siudies...-.....]---.... Dod ciswinges cask eemetia cs 
rp Sane Sas sn isi dec engentd 250, 000 950, 000 950, 000 
(8) Hudson River (siltation) studies...........|--..-- 114, 000 114, 000 
(9) Potomac River review...................-- 500, 000 400, 900 400, 000 
0), CptlorGGe Bivets Tebisccdtcisnmamnivatoescnsns 75, 000 75, 000 100, 000 
I rnin aon cso dceananemsiainnedicipinmdhaty 200, 000 200, 000 300, 000 
Ca) Seek Ripe weer BAGO. bob dnc ccadadd ibekonddbedecd bidbedastanns<< 75, 000 
Cia SS GIs DINU oo nncccnnstnt==ineiquveers qian tageenatannaasce 100, 000 
Subtotal, examinations and surveys...-- 6, 040, 000 6, 483, 400 8, 853, 200 
Collection and study of basic data: 
(a) Stream gaging (U.S. Geological Survey)..........-- 225, 000 225, 000 225, 000 
(6) Precipitation studies (U.S, Weather Bureau).-.-...-- 330, 000 330, 000 330, 000 
(c) Fish and wildlife studies (U.8. Fish and Wildlife 
UN PUENbst -n0ddn didnt beh bcadbébadadiaabaanainessbalchudeorhband satebedatbies odin 50, 000 
(d) International water studies.......................-- 50, 000 50, 000 50, 000 
Subtotal collection and study of basic data....... 605, 000 605, 000 655, 000 
3. Research and development: 
(a) Beach erosion development studies................- 200, 000 200, 000 200, 000 
Cie SE GIONORNe GRONIOE 6c Sinn chinnccmontionsteenseaedd 150. 000 150, 000 150, 000 
(ce) Civil works investigations......................-.-- 1, 200. 000 1, 200, 000 1, 200, 000 
(d) Mississippi Basin model: 
ae ciel 700, 000 700, 000 700, 000 
(2) Mississippi River comprehensive study--...- 105, 000 105, 000 105, 000 
Subtotal, research and development. ..... 2, 355, 000 2, 355, 000 2, 355, 000 
4, Bbetice: wletened Naas MICOS sé iicintieickbbiledn<diasdbadbbdulibeindetbobsslintretaghaqstelees be iii 
6 Arkansas-Red River pollution............ ieiaiesasheiesstiepsbecaapesanitel einauhas asdaaaaalnel 75, 000 75, 000 


Total, general investigations. ....................-..-- ae 





PUBLIC WORKS APPROPRIATIONS, 1960 


CONSTRUCTION, GENERAL 


Appropriation, 1959 $608, 246, 500 
Budget estimate, 1960 660, 000, 000 
House allowance 658, 800, 100 


710, 034, 100 


ECONOMICAL CONSTRUCTION SCHEDULES 


In general, it is the opinion of the committee that the budget esti- 
mates and the amount allowed by the House, together with the trans- 
fer authority available to the Chief of Engineers, will provide adequate 
funds for projects under construction. In a few instances the com- 
mittee has increased the amount allowed, but, by and large, has ad- 
hered to the budget estimates for work underway. 


ADVANCED ENGINEERING AND DESIGN 


The committee has provided additional funds for advanced plan- 
ning in order to insure a steady flow of well-planned projects for 
consideration in future years. The committee has recommended 
$11,990,000 for this purpose, which is $2,614,000 above the House and 
$2,890,000 above the budget estimate. 


ALLOCATION OF SENATE COMMITTEE RECOMMENDATIONS 


The allocation of the amount recommended by the committee for 
the individual projects is shown in the accompanying table. 





1960 


wa 
a 
i) 
= 
B 
< 
— 
ca 
a 
© 
a 
o 
a 
< 
mM 
“ 
iow} 
2 
Se 
3 
_ 
a 
Dp 
a 


oon eee 00k 


~""1 (000 692) « 


000 ‘008 *T 


Zuyuurlg | woyonysu0M 


| 


nolnepueu 
“110001 0033;WU0D 


Zuyuuylg 


esnoyT 
4q pemojle Junomy 


000 ‘OT ‘2 
000 *8LE 
000 “808 
000 ‘889 “9 
000 ‘9 1 
000 “S9T 
000 ‘SSb ‘F 
000 ‘FI 
000 “se 


000 ‘162 ‘T 


000 ‘002 ‘T 


000 *82Z 
000 ‘0g¢ *2 


000 ‘00T “9S 
000 ‘Bee "E 


000 "b1S “IZ 
000 ‘982 ‘TE 


000 “OOT *% 


000 ‘ese 
000 ‘982 ‘Lz 


000 ‘008 ‘€ 
000 ‘000 ‘61 
000 “002 ‘T 
000 ‘092 ‘6 


000 ‘652 


000 “£2 
000 ‘Z1F 


000 ‘268 *T 
000 *628 ‘EI 
000 ‘OFT 
000 *£8z 


000 °F) 


000 ‘°Z1 
000 ‘91 
000 “SZT *$z 000 ‘000 “LS 
000 °LT: 

000 ‘642 000 ‘00€ ‘Z¢ 
000 ‘211 ‘8 000 ‘000 ‘Tz 
000 “62 1 ‘eh 


uoponysu0g| ZuyuuB[g | UoPoNAysu0D 


4800 [810 
-peq powum 
“1380 [810,), 


9818p 03 
peyeyidoidde | 
0961 1804 [ROSY qunoury | 
Jo} 0y8uI})50 JoZpng | 


O96I 40a poosyl ‘yosauab ‘uoyonsjsuog 


(Lmoss} fy 90g) =“OPY PUB “HIV “NOAIOSeyY yOoW 971qQB,y, 
‘XO, pus “ey “y1y ‘Wed 

UOSTUdCT MO[IQ UWOIVZI[IGVIsS YUBG PUB S<BAD] JOAIY Porzy 

Soe “seen nnn ===" 0asasay poomppiyjpy 

XxO,.], PUB ‘YAY ‘Y001) UVMYyIVG puB NOABG AOU yO 

JIOAINSOY AIIOT $1014) 

4t0asa8ay WDYTIID 

4100198844 Avipag 

eee Wep pues yO] o[|/euUepIEG 


(DUDIsINOT #39 


pun “ysp ‘mawmopoyjsvg nohvy 
(8atpnj8 pos9Uad) 
DIULOYDIYO PUD SDEUDYLP *SALLDINGLL) PUD 49aiey SDSUDYLY 
uoljvzI71qDjs YUDQ 42479 (Q) 
Sparen ce soeeeqees aoTIWwzI1GeIs yuLq AoUNZIeUIy (D) 
:BeuLOg 
BIXO PUB SBSUBAIY ‘sojJvING]y puv JAY sesuUByIV 
:SBsuRyIy 
MOAsISOY YIUVY MONI 
10419804 YIOY payulsg 
4aaty vt) 
4100sa8ayy OULD PY 
suozIy 
“-"ysom youunyd (D) 
‘1OGIv]] BIAOPlEg 
Speen een Rees Sones nea ses aene ss. ee ee 
40g10F7 wnyouru 
“BYSBIV 


) “A 40718 M 
hsamobjuojpy 


ULDP PUD Y¥I0) hisay 8497ItV 
wep puv 490} UOSHOBS 
UDP PUD 4907 {OFT 
“--"-"--g1FJ00L) PUB BUIBGLIY ‘WEP puv yO] BIquUIN[OD 
(BuBIsINO’T aeg) ‘fO1jUOD JUBId O}WeNbDYy 
BUIeqely 


(D 


q00foid puv o4ui¢ ‘TeJoues ‘UOTION.4sU0D 





"Iz “d ‘81q84 Jo pue 48 90700300; eeg 


srese====-==) 000 ‘060 ‘E pesnasesscce 000 ‘060 000 ‘0sz ‘8 Pee ee hee voony Chk: Ae Ee ~ o8pig yuumg (q) 
000 ‘OST an anennnn== ---1 000 ‘OSI 000 ‘OST ‘66 a ans ae ae qiamaaosd ut OUDD (D) 
“PW pus ‘od 
‘hog oyvedusey,) 0} JOAIY OlVMElOG ‘ke M070 puvuy (ND 
1B MBO] 


erenennee=="1 000 ‘008 > pecrosspece=| 000 Gia? 000 ‘881 8 000 ‘008 “FI JOAl08 (OM 
ee ey 000 ‘S2z ee 000 ‘SZ ‘GL 000 ‘8I 1 000 ‘026 ‘S 4/004089Y L001 poyy (OM 
000 “0Sz 00 “SL 000 ‘0% 1 000 ‘O1z % 410010894 Yooss] MOpwayy I1V}I (OM 
000 ‘0% 1 000 ‘O10 % soasasay youdIG OY (OM 
:qno}weuN0D 
000 ‘961 000 ‘002 ‘61 410049894 popruts f, (OM 
-OpBlofjogn 

000 ‘OF 000 ‘OLI ‘E (O1paq UOC] MAN) 8410010891 L901 QUUNION (OM 

(CBptvaen 909) 

“EPBAON pas &1U40j1] AD “pole wq 144 pus JOATY ee yon1y, 

==="! 000 ‘008 ‘¢ ’ 000 ‘ez ‘9 000 ‘00S ‘12 rire 7 JJOAIOSOY SnUyuieT, (Oa) 
000 ‘000 7. 000 ‘SI ‘L 000 ‘00% ‘FL JJOALOSOY sseoong (OM 
: 000 ‘88 000 ‘09 ‘T USD, UOhUDD JADMIG (OW) 
000 ‘69 aes fo. eee e e S00A9| AD[VA BIG T BUG (Om) 
000 ‘OIT 000 ‘OL ‘T q z s (ND 
Zl 3 000 *L99 000 ‘086 ‘Z JAY BIVIO BIUBS (Od) 
O0U "PLZ “| 000 ‘$2z 000 ‘b2z 000 ‘690 *F 000 “ges ‘F J0AIY OZUDIOT UBg (OM 
000 ‘002 ‘I 000 ‘002 ‘T 000 ‘00L ‘T 000 ‘PPI ‘Z 000 ‘OFZ ‘9 40d O7uV107J UBS (Oa) 
000 ‘0Sz 000 ‘0Sz 000 ‘198 ‘T 000 ‘066 ‘OT ~-7""""-joumLy— JajeMdoep 107490}S-JOATY UNbvor Weg (N) 
000 ‘6zz a... Ree 000 ‘OLL ‘S 4904) DjSIINDY PUD s9atey OFULIDG” WHS! (OW) 
000 ‘008 ‘T 000 ‘008 ‘T 000 ‘OO ‘8 000 ‘002 ‘IT ; 991.) OUJUD PUB OJUOJUY Ueg (Oa) 
000 ‘00g ‘ZL 000 ‘00S ‘9 000 ‘180 ‘FI 000 ‘009 ‘Sb jouUuBYo dIYys JaIVMdeep JOATY ojUeMIBIDRg (ND 
ee oi 000 °8 1 000 ‘092 ‘T BuIA Pay Of Cuypuvy] 021yD ‘saany opuamosovg (Oa) 
“1 000 ‘OO ‘T 000 ‘OOT ‘T 000 ‘SOL ‘E 000 ‘000 ‘Ez “"""So]JBING]4j JOU] WI pus JO[vM PUB JaAIzy OFUOMIBIORY (Oa) 
000 ‘00S ‘% 000 ‘00¢ ‘Z 000 ‘Z19 ‘19 000 ‘002 ‘82 ; JAY OPWOUIBIOVS (OM 
000 ‘0SZ 000" ‘08% 000 ‘062 ‘TT 000 ‘Z08 ‘ST JOAIONSIY JOAIY UBISSNY (Oa) 

000 ‘8Z& ‘T . 000 ‘Z 1 000 ‘08g ‘T SJIUUDYI Y9ALD pOOMpay PUD aQUD.AZUa 
qooys ounsgy ung yidap 300)-0§ :A0QIB A AND pooapery (N) 
000 ‘000 ‘g ‘000 * 000 ‘628 000 ‘SIT “9 ~~" sJOqIB}Y ouTeUEN FT 410g (N) 
000 ‘00¢ 000 ‘00g 000 ‘00g 000 ‘292 ‘T 000 ‘TEz ‘e ujsvg pus joluy Avy joq vAvig (N) 
000.82 000 ‘SZ 000 ‘2 000 ‘890 “62 000 ‘002 ‘1 ~="""" 1OAJ080Y FB[Y OUld (Oa) 
aero 000 ‘SZ 1 000 ‘000 ‘0g 4100198047 97114040 (Oa) 
000 ‘008 ‘T 000 ‘OFZ 000 ‘008 ‘61 410asasay unbozy Many (Oa) 
000 ‘00¢ 100 * 000 ‘LOT 000 ‘OFL ‘I 89909] 9949 NIV (Oa) 
000 ‘089 ¢ 000 ‘006 000 ‘OSS ‘T ne te woes =""" "4909 SIPPHA (Oa) 
000 ‘000 ‘T 000 ‘221 ‘E 000 ‘008 ‘21 SolivjNqgis} puv JOAIY UINbvos UBg JOMO'T (O04) 
000 ‘00S ‘ST 7 000 ‘S66 ‘861 000 ‘000 ‘se Boly odvUTBICT AJUNOD sejesuy soy (Od) 
000 ‘008 ‘T 000 “£80 ‘T 000 ‘01z ‘g Joqivy Avg UOOU[eH (N) 
000 ‘s0¢ 000 ‘9&t 000 ‘br6 pepitetede ste (Ou) 
000 ‘000 ‘Z 000 ‘002 ‘OI SYOIID 27 a7 Pus ULIGM UAL vq [LA0d (Od) 
000 ‘000 “9 joeuuBYyO pus IBC] UOAUBH UOqIBD (Od) 


000 ‘000 ‘ 
000 ‘008 ‘008 * ‘008 * ae Hosssey ong yu (Od) 
' {BI WIOJI[VO 











PUBLIC WORKS APPROPRIATIONS, 1960 





1 , , , ’ : * , Se mneermr, aacqc\ nrer nrre “wru ‘TAd Reser earner Ammo 


000 ‘09 
000 ‘892 ‘T 


000 ‘00 
000 ‘190 ‘% 


000 ‘09 ‘2 
000 ‘SZ 
000 ‘Tt 
000 ‘OLL 


000 ‘OFT 
000 ‘022 ‘I 


000 ‘0°6 
000 ‘OOF ‘92 


000 ‘OST ‘T 


000 ‘Z29 ‘8 


000 ‘000 ‘T 
000 ‘Ogi ‘I 
000 ‘000 ‘T 
(000 88) ¢ 
000 ‘000 “6 


‘eb 
OOL “6e$ 


o 
© 
oO 
re 
wa 
a 
° 
_— 
S) 
4 
iow} 
oH 
°o 
a 
= 
oH 
< 
mM 
i 
om 
© 
Se 
oO 
a 
= 
a 
~ 
4 


(8) 


Zuyuurld | uo}}ONIYsSUOD 


uo}}epueur 
-110001 90}}]UIMIOD 


000 ‘G2 
000 ‘IF 


000 ‘O22 
000 ‘82s 


(2) 


Zuyuuelg 


uoyjonIysu0g | sZuyuuelg 


000 ‘8¢Z ‘T 


000 ‘002 
000 ‘90 ‘2 


000 ‘00z 
000 “#90 ‘2 


000 ‘09 ‘2 
000 "889 


000 ‘069 % 
000 ‘ez 
000 ‘IF 
000 ‘OLL 
000 ‘sz$ 
000 ‘022 ‘T 


000 ‘096 
000 ‘00F ‘92 


000 ‘OST ‘I 
‘2198 000 ‘229 ‘€ 


000 ‘000 ‘T 
000 ‘0% “| 000 ‘Ogt ‘T 


000 ‘000 “6 


000 ‘Et 
OOT ‘6E$ 


(9) 


esnoTyT 0961 IVOA [Rosy 


uofyONIsSUOH 


000 ‘#8 
000 ‘296 


000 ‘602 ‘F 
000 ‘S0g 


000 ‘S69 ‘T 
000 ‘b2z ‘2% 


000 ‘98 
000 ‘6¢ 


000 ‘0e9 
000 ‘FI 1 


000 ‘ST 1, 
000 ‘000 ‘T 


000 ‘2¢8 ‘T 
000 “Eth ‘82 


00 ‘891 


000 ‘822 ‘6 
000 ‘"L¥9 
000 ‘9S ‘9 
000 ‘OLE 


000*L 1 
000 ‘221 ‘6r$ 


e1Bp 0} 


peiridoidds 


qunouy 


000 ‘0z9 ‘T 
000 ‘008 ‘9 


000 "002 *S 
00¢ "680 “6 


000 ‘O01 ‘OF 
000 ‘08z ‘¢ 


000 ‘0¢9 ‘g 
000 ‘0S9 


000 ‘000 ‘TET 


000 ‘LZ 
000 “£06 


000 ‘OIL ‘E 
000 ‘009 "86 


000 ‘O16 ‘T 


000 ‘006 “FI 

000 “OL “I 
002 ‘61 

000 ‘u98 ‘9 

000 ‘C6 

000 ‘008 "LEZ 

000 ‘Eb 

OO! ‘68$ 


(Z) 


1800 [810 
pay pewulr 
“1480 [0}01, 


Eee lk (Oa) 
_ wits ees FT 
Yoo] pus sIno’T “47g MADMIEq JOAIY Iddississipy ‘Lz WBC (CN) 
“"""40LlsiC, WAIT PUB BABUIBIC, Y9BID IBITO (Oa) 
tail a a “asuvyo jauueYyo 
Surpnypouy ‘espuq "yy Aoulndy 2? uowuryping ‘ozed1qo (va) 
IOAIISOY IA[LIVH (Oa) 
~~" “WMO IsSplveg (Om) 
*SOUITL] 
UOSU97ILA $j.19904] -a8tazy (Q) 
ines fiajjpA asiogy (8) 
p ojoid ;va0O] JOAIY BIquIN[ODg (Om) 
“(peztioyyne 494 JOU UOTJON.ASUOD) L0asasagy Appa saonsgT (d) 
:0YyBPp] 
WDILS DONDM ‘ (Oa) 
+ 40QLD]] InjNYDY (N) 
“-"JoqiByy nynjouoyy (ND 
HOAC A 
(‘BUIBGRTY 90g) “BIZI00H put vUIEG 
“ClTY ‘UlBp PUB AIO] (SOUTBY) WOT) IBIOIN) “J IITA 
BysnSny MOjsq JOATY YeuUUBABYG 
O'S PUB “BE ‘NOAIOSOY [[OMIIVTT 
(‘vureqeLy 
VIZIOON) PUB BUIBALLY ‘Ulep pub Ado] VIQquINjOD 
JOqIVFT YOPMsuNIg 
(‘BUBIS|INO'T 99g) ‘JO1IU0D JURTd Denby 
{BIZ1005 
“wseeeener"=—19UCYO JoqIey vdwey, Jo sutusdseq 
Joqivyy] edure,y, 
JOqivy] 90f Vg 340g *Aeg Ydosor “7g 
“== """""TUTBIT AT 0} OI[TAUOSy¥ous ‘AU AMI0I8 AA [BIScOOvI]UT 
“"""" s9atey 
9J0JIUP 0} saatey aaYooYDSO0IDD ‘hoMmsajDAA PO)sVOIDs;UT 
; esta : LOAY DIGULDISY 
~meceescoonsnesneecer===-ENII0L ad UISTINOS Dus TeUe.) 
no’yJ 80g) ‘jo1jU0d JuBId OYeNby 
OY :pur[sy 9B100n “49 (Q) 
qujog Isvq 38 JouUBYD (D) 
‘Avg vjooyyoured y 
*BPHOld 


(D 


qo0fold puv 9304g ‘[vloues ‘uoTJONIYsMOH 


4£q pemoje Junoury 


IO} O} UW] ISe Jospng_ 


ponulju0pD—gg6I 4svah poosyf ‘yosauab ‘uoyonsjsu0g 





"IZ “d *1q83 JO PUe 38 993001300) 08 


<< zee AEE NT ee woowwer=) 000 ‘OS t Perens ae Rocemaas aoe caesar 
000 ‘STI ‘T 000 ‘ETT 000 ‘212 ‘T 4004989YY YION Pay 
000 ‘IL eI ‘ON W1ISIC] osvUTeIG AJUNOD Bsno’T 
OUVOSNY PUB YIISICq WAP] PUBIS] oUyBIsSNp_ 
000 ‘CLF ‘e 000 ‘0Z8 ‘TIT ‘ YINoU! 9y3 04 AID svsuBy (9) 
000 ‘008 % 000 ‘829 ‘66 ; AVD stsuvy 0} “IqeN ‘syBUIO (9) 
000 ‘606 *89 IQON ‘BQBVUIG 01 ‘BMOT ‘AIO XNOTS (v) 
‘BASBIGIN PUB ‘JNOSs| PT 
‘SBUSUBY ‘BMO] ‘UOTIEZ[IQeIs [oUUBYD JOATY LIMosst py 
000 ‘E12 ‘2 JOATY XNOTS 91947] 
' Ql ONT JOt4j8KT 290a'T Y904D jU1)q -49a1Y DMO] 
ON 19147817 abvUIDAGT pud aoaa7 hog] UaeIDH 
ware ennnnnnn===—"B2LLDINGIL) PUD saan phory 
*BMO] 
aNDPY 34saT, 189M 
Heiter ete ee ee SouUs0UT A 
(Apnjsas 40) passajap) aaaa'T 1900U0D-a;NDFY 2449, 
ROPAIAAANT RIS VERES ATES SATS SSR e Ss Se ee 
410a1a8ay NUOW DIDS 
41004989QT 2OLUOPY 
eee eee ee to ee en 40dsasay DNIUISEISSIPY 
CAyonjuey eg) “OIGO 
pus ‘Ayonjuey “BUubIpU] ‘WIep pue yoo] puLBl xB 
~29aa) YIDIQINT ‘f* uosDpy 
NOAIIS9Y Pjoysuvpy 
(Ayonquey 
20g) ‘Ayonjuey pus euUvIpU] ‘Ip Mep puB yoo'7 
000 ‘96 7 49Y YSDQDA ‘9 “ONT UE) 20007 
000 ‘8Z 1 . 4n0asasay UojbuljuNyy 
000 ‘26% % eee eee ee *° OR AACS TZ 
000 ‘Z (Apnjsas 40j passafap) uopungD 
000 ‘08 1 Ayonjuay pun vuvipuy ‘uvp pun syI0° uoyauUuDD 
‘BuBIpU] 
000 ‘618 ‘II ‘009 * PHYSIC, 9OAV’T PUG OSV ICT JOAIY POOM 
000 ‘Lz8 000 ‘£66 “6 oo eens" "7981G 90a9] pus 
eseulwag j}uog Ng stig pus jayUeMA pu OSIM 
000 ‘8z¢ 000 ‘262 % 000 ‘0Z8 ‘% ~"“" AUD Ad]18A PUB BISOpoa 78 Sadpliq “YY YsequyAy 
000 ‘000 ‘I 000 ‘FI ‘I 000 ‘000 ‘2z ulseg Aug oyL 
000 ‘OT 1 000 ‘OST *b 1 ON PisISUT 29a9T pud aOvuIDigT puvjsy 
hog pup ] “ONT UoIu_Q svuiDigT fo | “ONT JoIA]sIpQng 
000 ‘86 1 000 ‘009 ‘21 4toasasay appiahqiays 
000 ‘868 ‘Z 000 ‘EzI *¢ sosevurep Jo UOIwOYyIWOeYW * ‘TUT ‘stjodvouulpy 
PuB JOAIY LNossif_y 94} UsIMJoq JOAIY IddIssissi py 
000 ‘P62 ‘8 000 ‘006 ‘19 SYIOM SUIWVINSeY sOPT PUB ‘[[] ‘SIOATY 
Hnossify PuUw OIUO 04} WeeMI0q JOAIZ IddIssIssI Py 
000 ‘96 ‘2 000 ‘00S ‘26 “---""-7 qied ‘fauuByH 3Bg-JOUIN[BD ‘ABALIOIV AA STOUT] 
000 “bLI 000 ‘02% ‘g “PHI abousyosq’ ayO'] DUrT pun 744981 abvutviq’ yunFY 
000 ‘OST 000 ‘092 ‘T HUN UOssaanT -saaIy UOsSsapUazT 
000 ‘19F ‘TI 000 ‘002 ‘z AquyojA PUB SINO'T 4g WSBy 


o 
© 
a 
" 
mM 
a 
oO 
= 
& 
< 
_ 
a 
os 
oO 
ja] 
2 
M 
K< 
a 
© 
e 
oOo 
= 
Ss 
[oe] 
P 
oe 





eee a aa 000 ‘STE % 000 ‘ese ‘2 000 ‘002 ‘6 
en tw fet ae eT a ee ae ek 000 ‘OL ‘8 
ene —“———ent oa ee eee 000 “FIZ 000 ‘00¢ ‘ez wren" sORLISIY UIssDET F “ON 
000 ‘008 ‘T 000 “9ZL 000 ‘00 “FI TOALISOY ULJON 
000 ‘008 ‘6 000 “008 “6 “"| 000 ‘008 ‘6 000 ‘169 ‘ 000 ‘009 “92 ~---o1gO puv Axon{Uey ‘WIep pus syoo] puouyoTy MON 
000 ‘228 “6 000 ‘228 “6 000 ‘229 ‘IT 000 “L0F ‘82% 000 ‘009 ‘82 o1uo 
pus ‘Ayonjuey ‘eue]puy ‘mep pu syxd0] puLT yep 
000 ‘008 ‘OT 000 “00 “OT 000 ‘O0E “OT 000 ‘6EF ‘6 000 ‘002 ‘8% Ayonjuoy PUL VULIPU] ‘Tp Wp puv yoo] 
000 ‘S92 ‘6 000 “S92 “6 000 *¢9% “OT 000 ‘SOT ‘28 000 ‘009 ‘29 ~eeeee="""O1NO pus AxoNJUOY “UIvp puv syoo] dnuseig) 
pace eens a ae 000 ‘OOF ‘6E s0asasay Av.7ysty 
*(pupipuy 
aag)  “Ayonquayy pun vuvipuy ‘wop pun sy30) UojaUUDD 
000 *2Z0 ‘E 000 ‘LZ9 *E 000 ‘E22 ‘9 000 ‘008 ‘OT HOaISOY UsOY yong 
000 ‘000 “61 000 ‘060 ‘9T 000 ‘000 ‘Z8T sessouua, pues AyonjUey 
‘(mep puUv YOO] puvylequing JMO]) Wied AoA 
-Ayonjuey 
000 ‘00¢ - 000 ‘6gz 41001989 UOSN AA 
000 "SPE *81 000 ‘SbE “ST ae )6|=—6h wees ee ee ee ree “""""" JJOAIOSOY YOO O[FIN,T, 
000 ‘008 ‘2 000 ‘00S ‘% 000 ‘009 ‘% 000 ‘F886 ‘b eevee Sener ns Seat ot eae 
000 ‘O£0 % 000 ‘0€0 *% 000 ‘080 % 000 ‘0&2 ‘T 
000 “00F ‘T 000 ‘00F “T 000 *E0 ‘T TOAseseyY CUOMO 
-- wee=--- -- ====="="1 000 ‘061 oes | eeeeteserereter eee ee 410040804) hasoey 
000 ‘COP ‘I 000 ‘eZ ‘T 000 ‘002 ‘t : 
(‘BMO] 09g) “BYSRIGON pu *1ynoss1 
‘SUSUBY ‘BAMOT ‘UOTJUZI}GQUIS OUUBYD JeAIY |ANOSST PT 
(BMO] 00g) “BYstAqON pues ‘finos 
SIL ‘SBSUBY BAO] ‘SOOAI [BINI[NIjASV JOAIY [ANOSsT PY 
suanonanaceass! pas Gis 000 ‘OLT 410049894] psofpt yy 
7 000 ‘9z$ SOMMER ith 5 Ti teat: mene ihe erie Ree aqpashsvpy 
-eesese=-- 4100498947 WOLDPY 
us} ByUByy 
OY pus ‘suvy ‘SAO sBsuBy 
TOAIOSOy (UMBIIG) puouUIpeyY uYyOrs 
“)40fyuDnsg 
000 ‘OOF peréneoverage<s 410049894 AND 4G 
000 ‘008 ae Tne fe eee ea Af0aLI8IT 90046) 11IUNOD 
— a 000 °LZT 1 41001989 JUIOT JDPAD 
000 ‘OLI ‘I$ ~eUusTiqy 
:sesuey 


000 ‘220 ‘E 


000 ‘08Z 
000 ‘00 “T 


000 ‘008 'T 


o 
© 
a 
—_ 
M 
a 
° 
= 
& 
< 
os 
jon 
ay 
o 
<& 
oy 
ms 
< 
NM 
< 
[on] 
o 
e 
oO 
_ 
= 
= 
P 
os 


(9) (g) @) 


Zuyuuy[g | woyjonsjsu0g} Zuyauryg mo}ONIysUuOH | Zuyuuv[qd | WoyyonsysuoH 
| e7BP 04 3800 [8.10 
pewridoidde | “Peq peeur yoofoid pues o781g ‘fes0TI03 ‘NOT}ONIISUOH 


“010001 00} }/UITIOD 4£q pemore Junoury JO} o}vUI}}se Jospng_ | 


penana09g—og6r 4vef poosy ‘jos9uab ‘uortjonsjsu0g 





‘IZ “d °8/Q81 JO pus 38 s9107300; eeg 


4Atqd ‘N pu ‘uu “GWON 342 jo Com peu (Ow 
“sjoul 
og) ‘sesvmUp jo UdljuOYyIey CUNT ‘anon 
-OUUT JY PUB JOATY FANOSs] PY U9GMJOq JOATY [ddysstsst py 
JPUUDY? 7200/6 42a] DjussUU py (N) 
OJDYUDPY YIAONT pun OpDyUDpy 
‘BIOSeUUT IY 
490] 90 NANT (Q) 
[vue yNOG Jo pusuIasosduay (Dp) 
WOAlY SAB ‘Ig 
“19alyy mpulbog 
4OQLD FT PY 0'T 97117 
e3piig, Y20ouv FI -woORYy SNOT] 

‘008 * _-* s0qs0 Hf 8/1} Aspe 
000 ‘OOT ‘T ~s0qsnyy fivgy puowmmozy] 
000 ‘00¢ ‘OFT S]OUUBYD ZUTOOUUOD SeYB'T WoT) 
000 ‘020 ‘T 40q4DF] StDsD PY puns) 
000 ‘009 “9 HONS opvg_ 

“UBSTYOT WW 
000 ‘0z2 ‘9 JIAIY 0g GINOTIAS M 
eae Lo Re ee eee ee ee ee ee * 4200198924 9771078944 
000 ‘OOF ‘Z JOAIOSOY [IH 389M 
000 ‘092 ‘2 40Q4DF] UMOPIUIADLT 
000 ‘OOT ‘ST ~*~“ swuepy 4340N 
000 ‘FOF “TT PUYsNIV PUD UsanystDY -plojpagy NaN 
000 ‘06% “¢ ee EE ll CY 
000 ‘ZOT ‘T 000 ‘OLS ‘9 NOAINS9Y pPleyunag jseq 
ee eee ee 7 000 ‘6z8 JauUUDY? paasases JOOf-9§ (Q) 
000 ‘09e ‘9 “Of PUB BBeIOYIUL 300j-0F (D) 
40q JB fF] UOISO 
:S}JOSNYoVsse yy 
(CO1BMBIOG 90g) Py pus “leq 
‘AB oyvedusogy 01 J0AIyY DIE MEIOC ‘ABMIOIBM PUblUy] 
879UUDYI PUD 10Q4DFY 2s0UL17/0q 
:puelAisypy 
(‘sesueyiJy 90g) ‘xa, 
pus ‘ey “xy ‘Me UOSTUNG MOY S8BA9] JOAIY Per 
Tal, pun ‘v’] *s0asa8ayy js0dsbutsoozy 
J@PINO F[Ns JoaTy tddssissy py 
~“OO;XO PY JO s[N) YI OF BFNO0Y UOIw_ ‘4ATY [ddyssisst py 
o1nol 4eUI0I/8 AIO ULsIOPy-ourMIENbeR[g (a) 
Pete re eee a eee ee 
abvuinig susmannig-uossafial ‘omg sinbypy (D) 
:ABM1I9OIB AA [BISBOOBIIUT JIN 
pinasaayy nohog 
Avg vis0joing 
Sexe, pus ‘sul] 
-O1BD GINOG ‘BUT;OIVD TION ‘TddIssjss} py ‘vuBIsIN 
‘ejs1004) ‘epyio;,g ‘eureqeTy ‘1014000 juLid onenby 
So]IG NGI pus Jaaty oUTy 
‘BUBIS|TNO’'T 





o 
P=) 
o 
_ 
na 
a 
© 
— 
B 
< 
— 
oc 
a 
° 
a 
Ay 
& 
= 
mn 
< 
fom 
3 
S 
o 
4 
foo) 
- 
~ 


“| 000 ‘Ose 
000 ‘O92 ‘8 


000 ‘092 8 


000 ‘oog 
000 ‘00g 
000 “2ST 
000 ‘0Z2 


000 ‘ZFS ‘T 


000 ‘OFF *% 


(8) 


| NOL) Zuyuuelg 


Sujuurld 


uomepuow 
“110001 90}}/UIWIOD 


esnoyyT 
4£q pemoje Junoury 


uo}jonIysu0g| Zujuuelg 


000 ‘6z& 


000 “OL 1 
000 ‘ElF ‘6 


000 “SF 1 
000 ‘9T€ ‘OL 


000 ‘S9T ‘89 
000 ‘TZT 
000 ‘690 ‘e 
000 ‘ees “9 


000 ‘209 


000 *Z i 
000 ‘22 


000 ‘OE 
000 ‘bI8 
000 ‘SOT 
000 “80 6 
000 ‘1€e 


000 *2Z9 
000 ‘D1 
000 *L1Z 


000 “699 ‘SI 
000 ‘EoT$ 


000 ‘OF ‘Z 
000 ‘oes 


(>) (g) 


mwo}}ONIjsU0D 
aqeVp 03 
porrtidoidde 
0961 1804 [vOSy qunoury 
10} OVeUII4S9 JoZpNg 


000 ‘002 “T 


000 ‘009 ‘FI 
000 ‘002 ‘IT 


000 ‘006 *T 
000 ‘000 ‘92 


000 “002 ‘99 
000 ‘000 ‘2b 
000 ‘000 ‘921 
000 ‘002 ‘91 


000 ‘002 ‘Z9 


000 ‘096 
000 ‘000 ‘Z01 


000 ‘002 ‘St 
000 ‘022 ‘% 
000 ‘069 ‘T 
000 ‘0z¢ “g 
000 ‘00g ‘T 


000 ‘ozE Z 
000 ‘8¥2 ‘T 
000 ‘092 ‘9 


000 ‘009 ‘Se 
000 ‘g¢z$ 


(@) 


4800 [ere 
-peq peyeur 
-1989 [830], 


“BPBAON PUB BIUIOJ[ BH ‘sojAvjNGIIy puB JOATY ooFoONIy, 
‘BPBAON 
PQRPHISET Esa seats ae Sre se 8911D]NQI4} PUD Y904D 10g 


(OM 
(Ow) 


use “IqaN ‘BMO] ‘(pueg Sieur Zuypnypoul) waoy 
AD XNOIg 03 “GIN ‘puosg sJosuey ‘Jaa fnossT py 
(‘BMO]T 09g) BYSVIGIN pus ‘Linosstjy 
‘SUSUBY, ‘VMOT ‘UOTILZI[IGUIS JaUUBYO JOATY LInosst py 
shay, Ney pup bursap (Om 
sUySVIGON 
ree ble visa ope es (juejdiamod pz) ured 490g 3104 (da) 
:BuUBI OW 
OW pue ‘y1V ‘“MOAINSeY YOY oTqe,y, ‘d) 
Pete Reena me RS eras 410049804 U07{I0)5 (OM 
(Oa) 
(OM 


(om 


er ee eee ee re TOAINSIY J1IO, Op ourm0g 
(‘BMO] 90g) “BYSBIqON pus ‘TINOssT Py 
‘SUSUBY “BMOT ‘UOTIBZI[IQeIs joUUBYD JOATY [INOsst py 
(STOUTTIT 99g) “OT PUB “IIT ‘SIOATY 
1INoss}]Y PUw OTYO oY} WeEMIEq JOAIY Iddysstsstp_ 
(Apnjsas 40f passafap) uolup 
PUD YLV_ IW DALIT ‘PLE] 4DpaD-stOasasay 49a1Yy JoWLDLapY 
pup sbvuwigq hjunog uoiuvjpy 
Ce ad sabursoy 
(‘sesuvy 90g) ‘OJ, pus ‘suBy ‘SAID sesuBy 
ge ee EO Sa ne re 
a a Na PLIISIC] sdvuyeiq JEAIY sniqey 
“"""7 “OAT jolsjsiq? aaaayy iddissiseipy pun sauojyy sac 
~err"-=(ATUO Z ON Gove) AWUPOA puB NvopseIy odeg 
= .: uojUuBg 
OW pus yxy ‘TOAJESez sTROs TIN 
AJJOAIOSOZT YOO) Iv9_ 
‘TaMosst PT 
40Q40]}] D)NObvISDT (ND 
jo1}U00 JuRTd oFenby 
Idd Ississt jy 
INdd “IS Ynog pud jnod ‘jg (N) 
aes nett ee nt een te ae ee (ND 
JOATY 480'T puv yoorg Ayny (OW 
penuy1do 9 —8 10s auU] PY 


(‘sesuBysy 90g) 


(‘vueys|no’y 90g) 


@ 


yoofoid puv 03849 ‘|v10u0s ‘aOTjONI4sUOD 


penuju0g—og6] 4vah oosy ‘yosauab ‘uoronsjsu0d 





o 
© 
a 
me 
Nn 
Z 
oO 
— 
e 
a 
— 
on} 
Ay 
Oo 
fen] 
Oy 
Ay 
= 
mn 
i 
& 
© 
ce 
Oo 
—_ 
i) 
a 
~ 
oO 


000 ‘oe , 
000 ‘098 ‘6LZ 000 ‘000 ‘62 


000 ‘ose 
000 ‘9E¢ 
000 ‘Z8E 


000 ‘sgt ‘9 000 ‘S9T 


000 ‘£99 000 *L99 000 ‘eb ‘T 000 ‘00% 
000 ‘000 ‘Z wonnnneeenen| nana ten ewennn| ee eenntennenne=| Ong Qzg 
000 ‘OF ““") 000 ‘OL 1 000 ‘S8 

we nanaennn|aseneenwennnn-| O00 ‘pT 000 ‘092 


000 ‘OFZ 


000 ‘O&L 
000 “022% 000 ‘022% 
000 ‘002 ‘T 000 ‘002 ‘T ‘00L ‘SLL 'b 
000 ‘008 “T ‘6S ‘I 
000 ‘OST ‘Z - 000 ‘OST ‘Z ; ‘phP 9 
} 000 “90 000 “629 


ae eee 
eee 000 ‘OE * 


eee: 000 ‘899 ‘9 | 000 ‘L9T ‘Z 


eee, AAA tnnar 


"IZ "d ‘91qQ¥} JO PUD 4B 993001}00; eg 


(‘ejOseuUT 
‘x8q ‘N pue ‘uu “YON 94} JO Jeary pow 
JOANN WV] JWOMO'T (Oa) 
JJOAIISOY UOSTLLIVE) (d) 
7BjOYVd YWON 
ee ee ee a eee “""" {200198944 0409899711 (Oa) 
“"""yaasa 819qyInND puv obajung (Oa) 
“-""40Q40FT Aid poayasopy (ND 
(‘BUBISINO'T 99g) ‘[01}U00 juYid OENbDYy 
TBUT[OIVO YWON 
piaaahonneneaes 4osiof MON 
pue yi0X MON ‘oxpuq wsuvly piduy puyjsy usjeg (Va) 
+ saat ~""""SOGsB FT OFIMSO (N) 
4am opofng *abpisey 7994}5 0140 (va) 
S]OYIINT (OM 
pauunyd apishng 4404 
Man oF UD90 wos yauunys 00f-og ‘40GiDFT YLOX Many (ND 
eee “@UT| pReysoid AOsJes MONT-JOGIV]T YIOA MON (ND 
(‘Aasi0f MON 20g) “AosIeS MON 
puw y10X MON “ajouueys fosiog MON pus y410K MON 
: Avg yionbepuoily fNy 
“qauunyo j00f-#¢ huvqgy 07 Ang 440 nea, INT ‘4aatey woepnyT N 
saul 4aFT (Oa) 
AB MIOIT M JOATY TOSpN}y 07 SOW] WOH (N) 
~*~ JOU] PULIST OA} (ds) 
[viseA pus ‘AID WosuYyor ‘Joo! pug (Om) 
~-jeuueyyO y[TueINg (N) 
eoUBIjUe YWJOU ‘JoqIE oTeyNng tN} 
“-"""-sOqIUyy Buolsommg ND 
(‘eruealAs 
-0ud,J 993) “AN pus ‘ed ‘IJOAJosey JOA AusyZzOI[V 
:4dO x ‘a 
410019894 849NY OMT a) 
0440908 3 2 
0249NT O14 07 2724909 ‘Avmpooly apupnig “a (OW 
~~ pgs} 40, (Om) 
IJOA10S0}{ amber? (OM 
[00[XO[Y MON 
((HIOX MON 90g) ‘“AOSIOLF MON 
pus 410K MON ‘odpiiq y8ues | pidey pus] uawyg 
“Aasi0f MON 
pue 4404 MON ‘sfouuvys Assioe MON] Pus YOK MON (CN) 
si9aiy opsspg puv ‘yoosuayovjy ‘Avg ysomany (ND 
td pu’ f'N 
‘ao}UeL], 0} Os¥g [BABN BIqdlepuljygd ‘JAY sIVMLled (ND 
:Aes1of MON 
SSR ali i Sata tee ar SIJOAIOSOY 9301904 q-WOVUTydOoyT (Oa) 
‘osjysdumeyy MON 





000 ‘S0T oo 000 ‘SOT peer eenens> =?" wee wn 000 ‘Eze 000 ‘008 ‘ST eee cs icca OF lw ath kth ——., (Om 
‘U0sd1O 

000 ‘08 Pie ea | ee ee eee ee 000 ‘OOF ‘ST ee a a ee 4994) Utd (Oa) 

— hoe Gar ot ee 000 ‘968 ‘6T 000 ‘OOT “Se Pee ree ae te tg. en ee (Ow 

; | 000 ‘61 000 ‘OUL ‘ST 2 $3 4 (OW 


sanem======-! 909 ‘000 ‘OT 000 ‘000 ‘OT 000 ‘IFT ‘Zt 000 ‘000 *ZET TOA1080¢ GUO}SADY (Od) 


000 ‘00b ‘el pene e eee ann oe ak 000 ‘00F ‘ET 000 “£22 ‘ET 000 “000 “2ST “""" OAJOSaY BpNVjNn gy (d) 


--------=-=-] 999 ‘009 000 ‘STs 000 ‘065 ‘T “piu = (OM) 
(‘SBxo,y, 008) ‘“BIYO pu ‘xa, ‘OAIOSeY UOs|uaqg 


een:  * tn | ee 000 ‘9ST 000 ‘002 ‘OT 41oadasay MO UIYoig (Om 

(ensupysy aay) *(satpnqs yvsauad) 

DULOYDIYO PUD SDSUDYLY *89tLD}NGIL) PUD Aaa SDSUDYLY 
(SUSUBYIY 999) “UOTIVZI[IGUIs yuUB_ ‘BUIOY 

-BIYO pus sesuvyly ‘sazeinNqi pus JOAN sesuBy1y 

BUIO YR] AO 

~wwerecesenwn=—== 10asa8ay daaiy Ouimoyvjyy youvigy 383,44 
CeruBalAs 

“UU9T 99S) “OLY PUD “Dg ‘s4Oasasay say ofunuayg 

corecen-==--! 000 ‘F8Z 000 ‘99% 000 ‘Osz : Teer a Asoy 

Sees ererns ae ae 000 “890 ‘T 000 ‘008 ‘g9 ~""BTUTSIT A 189.4 PUB OTYO ‘Bp PUB SYOO] puLys] ox 
(Ayonjuey 8ag) 

“OT'UO pus AyoONIUey ‘WIep PUB syoO] PUOUIYDIY MON 
asenesesnne ie Ue O ‘008 * 000 °Z90 “62 000 *009 ‘TF VIUISZITA 1S9 A, PUB 

_‘syuBalAsuud¢ 1 ‘OrWO ‘me P pus sx90] puvjioquNg MeN 

soe--=----=-1 000 ‘009 000 ‘SST ‘OF 000 ‘008 “OF JOAIISOY JOATY UNZuTysn py 
(Ayoniuey 88g) “OIUO 

pus ‘Ayonjuoy ‘euBTpuy a pus yoo] purely 
(Ayoniuey 

99g) ‘O1UO pue Ayonjuey ‘mvp pus syo0; dnuvein 


~---"""1 000 ‘O9T ‘9 090 ‘O9T *g 000 ‘OFF ‘TZ 000 ‘008 “6z JOAISeY uoTIGg 
====="1 000 ‘00FS ~"1 000 ‘00S 000 “STO '8T 000 ‘0ZS “ST 499} €Z 0F SIBATY PIO pus 
ezoqevAng jo 303 sporp puv s}uoUK xou[del aspiig (q) 
000 "9% 1 000 ‘006 ‘9T wwe" £0Q4DY 493n0 
fo uispg }8Da Ut yauunYyo uadrap ‘si9zany PID 
puv vboyoing buruapin ‘szuauaonjdas abpiagy (0) 
JOQGIVET PuBlsadzoO (N) 
000 ‘ZS 1 000 ‘OOP “FSS ““""""""DIUIDLLA J89A4 PUD OLYQ “WOP PUD 8Y¥I0) appiaanjag_ (N) 
O10 


eoeascones="T Oe we ==""""1 000 “Sze 100 “622 000 ‘192 000 ‘06 ‘9 


000 ‘sz1$ 


° 
o 
o 
—_ 
a 
Z 
oO 
— 
& 
= 
— 
ms 
y 
© 
a 
Q, 
i 
< 
n 
ee 
ioe 
© 
Se 
o 
— 
< 
a 
Pp 
~ 


(6) (g) (2) | | (g) (Z) (D 


Bujuuytg | woyjoNysu0g| Zuyuuv[g | UoponysuoD] Zuyuuylg | doyonysu0g 
a1ep 0} qso0 [e109 
1 porutidoidds | -poq pojem ~oefoid pus 9}eIg ‘[v10003 ‘uoJON.NSUOD 


uol}epueur esnoyT ONGT IvOk [ROSY qyunowly -1980 [810,7, 
“110001 90}};WIUI0D &q pesos junoury 10} 9} 8u1}se Jospng 


penunu09—og96] 4vah joosyf ‘posauab ‘uoyonsjsuog 





So 
© 
o 
_ 
n 
A 
) 
_ 
& 
< 
Lom 
& 
a 
° 
— 
oy 
ay 
< 
mM 
bs 
& 
o 
= 
2 
~] 
4 
5 
Ay 


(000 “TS) 
000 ‘E02 


sporeressor= lee ae) 


000 ‘O8T ‘T 
000 ‘ooe 8 


000 ‘00s 
000 ‘OOF ‘2 
000 ‘009 
000 ‘OOF ‘8 


000 ‘000 ‘2 
000 ‘00¢ ‘T 


000 ‘OST ‘T 
000 ‘00g ‘8 


000 ‘OOF ‘€ 
000 ‘089 


000 ‘000 ‘2 
000 ‘008 ‘T 


000 ‘802 9 


000 ‘ORT ‘I 
000 ‘00g 


000 ‘II9 ‘T 


000 ‘686 ‘9 
000 ‘OST ‘T 
000 ‘eez ‘Z 


000 ‘eze ‘ZL 
000 ‘969 ‘Sez 
000 ‘Zz 

000 ‘2 

000 ‘280 ‘T 
000 ‘T 1 


000 ‘Sb 0 
000 ‘Lb 
000 ‘968 ‘Ez 
000 ‘bOI ‘T 
000 ‘86e 
000 ‘OFF ‘ZT 
000 ‘Z1 
000 ‘02 


000 ‘Tr 
000 “6ee “6 


000 ‘009 ‘ET 
000 ‘000 ‘t 


000 ‘009 ‘f 
000 ‘000 ‘8z 
000 ‘OFE ‘T 
000 ‘009 ‘8 
000 ‘008 “6 
000 ‘002 ‘IT 
000 ‘O18 ‘I 
000 ‘000 ‘ETT 


000 ‘ook ‘zz 
000 ‘008 ‘I 


000 ‘OOT ‘al 
000 ‘000 ‘Z9z 
000 ‘002 ‘F 
000 ‘88 

000 ‘OFZ ‘I 
000 ‘9g 


000 ‘000 ‘288 
000 ‘221° 
000 ‘000 ‘OF 
000 ‘008 ‘09 
000 ‘OOT ‘2 
000 ‘006 ‘th 


“TZ “d ‘81GB JO pUe 4% svj0N}00) aeg 


“"""0Q4DF] wong ung (ND 
OY OJIonNg 
~" "AAD S4dp4DYD “UOjOULYsD 4 (Oa 
5 _  ewOeh (Oa 
4794) FANT (Oa 
Se ee ee ee ee JOAISIY JOVAMLING (Oa) 
O14 pun ‘DT “spoas98ay 49ahy caer (Oa) 
EO (Od) 
-“avndpit (Oa) 
MNOAIIS—OY «WO; duI01g (Om) 
COTO 29S) “BUTS A S944 PUB 
‘sruBaAlAsuue, ‘OTyG ‘uivp puB S490] PUBLIIqMIND MON 
sel vjayvbuouopy ‘ULDP PUD 8490] Hamropy (N) 
~~~“ dJOATISOY =YOMD 919M (Oa) 
woe reeteremnnnnn==---=~ Oasasoy AIGA] (Oa) 
(Aesiof MON 909) “BTuBA[ASMUeg puB Aegsio¢ MONT 
‘oj uel, 0} sed JBABN erydpepepyigd ‘Jay Vasile 
~~ BAM SUS “Cg 404g ‘acta ae “g wiucy (N) 
! (Oa) 
41) 44 OO LEY (Oa) 
~~ plojpBigT (OW 
T1949] Gg (Oa) 
AJOAIOSIY YOO) IVIL (Od) 
“UM OPMOTY (Om) 
Vd ‘qoarosoy sary Audysoy (OM 
‘eruBayAsunedg 
40qingy pun Avy vuinbdovx (ND 
yaa4Q saouady pun aj0fo,; 
‘osuuyeip Jofeur 
pues JUOWIAOIdIN] [OUULYO Use JAY OFIOUTIVITTM (Oa) 
uk ~-- goy}oe}O1d YuUBq USeg JOATHY OFIOUTUILT M (Oa) 
“-"" TOJSUI SUM PUB UOFeIO ‘UTEP pu 40] SOT[Vq SUL 
wemeennnnnnn==—="""" HOBO P[OF 3B 1OQIBFT JOATY ONS0Y (N) 
pijsiqg abouiwagy uospooj m 
“4ST aBeuyesy AUN) Ysurouzinyy (4 
9 °ON pispsiq butyiq Aqunop dosjn7p (Dd) 
{SYIOM ZU] |STX9 OF WWIOAOIAU JOATY BlQUIN[O) aMO'T 
~~~ ~moyWUYsU MA PUB uoJI1H ‘uIep pus yoo] Avg uyor 
Ysey pus ‘Zap ‘etpig 94)s190} Uy 
AJOAINSOY YIWIO STH 
M0aLd8aY 1ajIq UIaip 
40Q4989T YPILD 1104 
MOAIISEY IBIUOD 
S49alyy DULOIIPITY Puv 800g (ND 
NUN aDA “saan anayopy (0) 
[U01}00}0.1d [BOOT OATH BIQuINfOD (Ow) 
ueng yoog p7DULe 194127 POOF] (Q) 
jouuBy? }00j-1Z (0) 
3010 ‘seed 
ayy pus ‘““qse yy JOANOOUBA UVAMIEq JOAIY BIquIN[OH (Nn) 








See 000 ‘000 ‘T 000 “000 ‘T 000 ‘Ost ‘9 


000 ‘000 ‘T 


=--2-=-=-! 000 ‘008 ‘9 000 ‘66 ‘OT 000 ‘oor ‘ee 





000 ‘OST ‘T 











000 “21 ‘% 
‘c 


1960 





000 ‘98s ‘T 
Ou0 “ELF ‘% 


000 ‘O88 “€ 
000 ‘688 ‘T 
000 ‘16 ‘% 
000 “910 ‘TZ 
000 ‘8Z2 ‘% 





000 ‘000 ‘% 





000 ‘000 ‘% 





000 ‘000 % 





000 “008 *T 
000 “000 °% 
000 ‘OS9 ‘T 
000 ‘O08 ‘I 


000 ‘00 ‘T 
000 ‘000 ‘% 


000 ‘U0 ‘I 
000 ‘000 % 
000 ‘0x9 * [ 









| 000 ‘812 
000 ‘S10 ‘8S 
000 ‘1Z8 ‘Z81 
000 ‘630 ‘T 





000 ‘OST ‘T 








000 ‘000 ‘2 


000 “00z$ od 000 ‘00z$ 


000 ‘OES *E 





000 ‘1€8 ‘Z1$ 


PUBLIC WORKS APPROPRIATIONS, 

















Zuyuuelg peneenieS Zujuurlg NG Zujuuetg | uoyjonysu0g 

















pe yeyidoiddu “pey peyeur 


0961 1804 [BOSY “1380 [830,.,, 


Jo} OyeUITIse JospNg_ 


vole pusul 


“10001 003}; UIUIOD £q pesos junoury 








wae Te Tee See TF TJOAINSOY S[[T PY OLIVABN (oa) 
(‘BUBISINO' 90g) “Zap pup “wT ‘atoasasay jsodsbutsoopy 
(‘susuByry 90g) 
‘XQL Pu “Ysy ‘YoID UvuryIvg pus no Avg Aouuryoypy 








fo “77 Wed pled 8017 (dq) 
ee Seanenanennessees >.) | Cee 

:jouuByO Giys Vps10seIe PT (N) 

ae teeee eae Nt ee 410a1a8ay svsDduDT (Om 
RIFE ei ean eae ee poafosd j00f-0F (q) 
seeeeeccecccccce="SU'UOpIM PUB [OUUBYD 4OOJ-YE (D) 

:jeuuUBYs diys UoJsnoy UND 
~o-"=""---sou 7 susuBsy A}IUIDIA ‘9} NO’ pouljvoy (p) 
“se-"""""-B8L IOWA 03 jeUUBYD JOAIY OdNiepeny (2) 
Retr tery is fe ee ee JIUUDY? 43at-f OPY1070 (Q) 
Wicoess ee TTT 5 PJAYsUnPY 40g 0} JauUDYD (Dv) 

‘ABMIOIT AA [BISBOOB.IVU] JINH (ND 
weerernrre=-""""TTBALTAS "[OUUBYD PUB JOGIBTY WOSeA|v_ (ND 
ee ee Addo J SUILM, 78 Odpliq ABMysTH 

“BLIO PUB ‘XAT ‘TOAJesaYy UOsTUEg (d) 
a ate Sonaenee OL at ~-"e3pEg HsuyO sndsiog (va) 
Bee teers ~-"7"""spouUBYyo PUv doAIOSeY 10d00D (Om) 
at ee ae sees “---"""loAlosey UoOAUBD (OM 
eee nae ~----"=soLieyndgli} pus noAvg ojeyng (OM 
ST a ee ““"""JoqsIV FT PUBIS] sozeIgT (ND 
(‘eUBISINO'T 09g) ‘Jo1jUO0O 4uUBId ONeNbDYy 
{SUxe, 
womnenewonnnsesen nse" MDE (abDY40D) NN 1aPps0d (d) 
(Ayon}uNyY 09g) “Uuay, pus “Ay ‘wvg Av yIeg 
‘@eSsouUs], 
ae SHB] XNOIS (Od) 
“"MOAIOSOY VYVO (d) 
“--"" TOA IOSOY [[VpuBy WoW (d) 
Se) TOAJosey PUI sl (d) 


eyoyvg YyINog 








(‘B]Z109H 90g) ‘O's pus 


(‘BUBIS]NO'T 90g) d onenby 


‘BUTJOIVO YINE, 
peikeemag i. ik eee ~~ JOYIOSUOO MA (Om) 
ae, oscoh sina qeeunteion ‘4014409 7U10G OJ (Om 


._purjls] epoyy 





(D 


qoofoid pus 048149 ‘[e19Ues ‘UOTJONIYsUOD 





penunyu0g—og6] svaf joosy ‘yosauab ‘uo1snsjsuog 








19 


PUBLIC WORKS APPROPRIATIONS, 1960 


000 ‘008 
000 ‘00z 
000 ‘Sz 


000 ‘09 


000 ‘OT 


000 ‘ 
000 "99... 





000 “ezt 


000 ‘000 ‘ze 
000 ‘000 ‘9 


000 ‘O0T ‘T 


000 ‘00¢ ‘2 
000 ‘699 ‘E 


000 ‘00s ‘z 
000 ‘OF0 ‘2 
000 ‘Iz¢ ‘Z 
000 ‘Ogg ‘2 


000 ‘6£¢ ‘T 


000 ‘008 
000 ‘656 
000 ‘008 ‘T 


000 ‘Ot 


Pee ee. ae ae ‘000 ‘28 








000 ‘00T ‘T 


000 ‘008 ‘2 
000 ‘¥g9 “e 


000 ‘00¢ ‘2 
000 ‘OF0 ‘Z% 
000 ‘1g ‘% 
000 ‘099 *% 


000 ‘6&8 ‘T 
000 ‘000 ‘+ 


000 ‘008 
000 ‘96 


000 ‘008 ‘T 








000 ‘eat 











000 ‘og 


000 ‘000 ‘2 
000 ‘000 ‘9 


000 ‘OOT ‘T 


000 ‘008 ‘2 
000 ‘OFO % 
000 ‘1zg % 
000 ‘09s *Z 


000 *6e8 ‘T 


000 ‘008 
000 ‘009 ‘T 


000 ‘008 ‘T 





000 ‘02% 


000 ‘ETT 

000 ‘120 ‘6 
000 ‘SzZ ‘E 
000 ‘882 ‘€ 
000 ‘Z1F ‘9 


000 ‘T¥S 


000 ‘Oe ‘I 
000 “6F 1 
000 ‘ZL 
000 ‘26 
000 ‘68T 2 
000 ‘068 *% 


000 ‘Sze 
000 ‘91 | 
000 ‘PLT Z 


000 ‘09 


000 ‘000 ‘8eT 
000 ‘000 ‘SIT 
000 ‘0ZE ‘T 


000 ‘000 ‘6eT 


000 ‘000 ‘eet 
000 ‘00S ‘ge 
000 ‘161 


000 ‘000 ‘861 


000 ‘002 ‘ZT 
000 ‘OOF ‘9 


000 ‘ZTF ‘T 


000 ‘006 ‘T 
000 ‘OST ‘Z 
000 “008 ‘9 
000 ‘0S0 ‘2 
000 ‘00¢ ‘OI 


000 ‘088 ‘T 


000 ‘0S ‘6E 
000 ‘OFZ ‘9 
000 ‘02S ‘T 
000 ‘008 ‘FT 
000 ‘OLS ‘ST 
000 ‘002 ‘TT 


000 ‘OOT ‘ZT 
000 ‘686 
000 ‘000 ‘9 


000 ‘ose % 





am ‘nn *t a 


nw ‘nnn *r 


naw *ann *¢ 


. AA *oOne 


AnH thane 


"Iz ‘a ‘8]q81 JO Pus 38 S81011300} 90g 
(‘103919 90g) “SBA puB “Z01QH ‘UIeC] SOTIVC OL 


UDP PUD YIO] JOJUIMNUWOFY 49MN0'T 
“""" MDP PUD 4I0) apLUDs L9NO'T 





SO ee eee ee ee T ‘ON 
2004g81q7 OuIyig pazopyosu0yn Agunog wnyvryyo4 
*SHIOM 


Zuyys{xo 03 JUOUTOAOIdUIT JOAIY BIQquUINJOg JMO'T 
(‘U0baIgQ aay) “UuopbULYsD. 4 
pun uobsig ‘uonsajoid yUDG sadly vIquinjo) s4aNO0T 
ee a ey a ey UDP PUD Y¥IO] 98004) 37}1'T 
(‘UOZ8IQ 99S) 
‘UOTZUTYSVAA PUB UOZ0ID ‘uIVp puB yoo] ABC] UYOLS 
(‘u0Za1Q— 
908) “wo sUTYSEM PUY UoFZ2IQ ‘BBplsgqE 9}e}SIe7UT 
Mep PUB YOO] JoqAB_T 9O7 
wweeeern=="NOAINSIY (93204) 91584) UOSUBA "Y PIVMOFT 
Peep a rer aens ae ee qauuny) abing uaburg (q) 
(‘UOFDIQ) 99g) 
“uo ZulyseA puL UoFaIg ‘JouUBYyD 1004-17 (D) 
“F010 ‘seed 
O"u.L pus “Yyse A ‘JOANOOUBA U9dM79q JOAIY BIQUIN[OD 
ee ge ae be eee ea ee eee weg ydesor sort 








“UOTDUTYSE MA 


Daa ciated ahaa Rak eat ae ni mae Bulnsig 40asasayy Puno 
Ree Lee Se So3u10YIUB puLls] 


Aquvsy pus jouUBYD jO0j-pp UEpPI A “1OGIVFT YIOJION 


BIUISITA 


waeaccenanenennnenmecnen==(Qq172DUI) LOGIDE] Pa}sUDtjstsYy.D 


‘SpUvIS] UIZITA 


Le hawaa an ss 8 he hee es eee “40as98aY A10j91, 

or “"""OAIISIY PUIYSUMO,, 
““JOAl1asoy ploagsudg qWJoON 
rere eee ete eee JJOAINSOY PUL[IIV__, YWON 
KsnwecneGnes7y secant eres ““JJoAJosoy uyeyuNoy [eq 





QUOULIOA 


enn a eta ee nee NS ee AND O4e'T 11°8 


748 


SE aE EE “---=---"""" NOAIOSOY OO AL 
ee ““fvg u0j82ayvp ‘AND sory 

ese ta ree etre jouuvg¢O ANDO sexay, 
ee ae ee ee ee errr 
Sng PIMeseResP a taeen aren “------"19TTUBYO O1UOJUY UBg 
ee errcccncncoraconnses KE MIIIGM SINDON-OUIGBG 

(‘sesuvyly 999) ‘xo, puv “ey “yy ‘ured Uos 

-[UIC] MO[IG UOWVZI[IGVIs YUVq PUB S2dAd] JOATY Poy 





me nn en ne enn en enn n nn nnnns “£00ad989Y 40/901 
“===="=" (qUgUIOSING WJe1) BUNA VT 0} JoUUBYO (9) 
stennsecneeneenassecencasansesescusasee™ aspliq 


g[noseq 48 JUOSUIEUT[ees pue jouUBYd 4o00j-9g (D) 
:ABMIOIV A TSO sndiog-susuvly 410g 
SIE EES ES CRL TE AOE Eee ee ee ee 8099 


(dq) 
(ad) 


(Om 


(ad) 


(d) 
(Ow) 


(N) 
(d) 


(Od) 
(ND 
(N) 


(Oa) 
(Oa) 
(Od) 
(OW 
(OM 


(OM 


(Oa) 
(Oa) 
(N) 
(Od) 
(OW) 
(N) 


(OM 


(N) 
(OM 


os 





25 


S. Rept., 86-1, vol. 4 


59 


59004° 


So 
© 
o 
— 
mM 
Zz 
© 
_ 
BH 
<a 
— 
& 
ay 
© 
& 
Oy 
Qy 
=“ 
M 
i 
fo} 
o 
e 
oO 
— 
4 
~ 
Pp 
ma 


ee 
000 *SZ 
000 SZ 


Zujuuytg | WoYonysu0D| ZuyuuLlg 


dole pues 
“110001 09} }/UIMIOD 


oa 000 ‘092 ‘T 


OsnoyT 
4q pesos Junowy 


~--=-~sq09fo1d po}o[dur0d soTzITTORy 1OT}e0.10037 
Apnjsel 10} peLiejop syooloig 
Se ee ere ete ee Benen a eee he teens ee eee ee ee “Zu 1ve]9 pus JulsZeug 
m0}}8[s}Z0] Ogoeds Zuysnbei you sjoofoid w0T300401d [BOOT 
~“UepHeys 
“-9[0OH Uosyour 
:Buya0d AA 
000 *E 1 Or RS SSae rasa ttre esteens ees ne ore tee AOQLDFT 8490 ONL 
000 ‘ZT 1 000 ‘Ech 40Q1D}] uorng 
000 ‘08 1 4aany 90H nowy 
000 ‘OZ \ z s0qiey] pjegieg 
000 ‘SZ 1 000 ‘ITS 2ooyss Ouisips puv abn771a butaow ‘younppg (q) 
000 ‘8T 1 000 ‘64% puunyg Uuazpayy (2) 
OAIY ped 
[UTSUOOST A 
000 ‘Fr Met! 9 _- Beer reese Seexecssareretar eee eoEres? “""""UOSULDINILM 
000009 ‘eg = y-""" ee ee ee MNOAIVSIY UONNG 
000 ‘008 ‘94 s0a1a8ayT ayassaMUNg 
(‘orNQ) 
9aS})  “DIUtbstA 78944 PUD ONE) ‘ULDP PUD syI07 autoDez 
000 “S80 ‘T uoja—oUtg 
(‘O1UO 20g) 
"BIUIZITA JSOAA PUB OIQO ‘UVP puB SHOOT puvys] ox 
(‘0140 aa) 
“DIUL04s2 A 18944 PUD O1YQ ‘UDP PUD &yI0) Yaa4g wnssoddgo 
000 ‘006 ‘Tz ““-"ULDp PUD 8yI0] DYstyad OQ 
(OIYO 28) ‘“BIUTZITA 3seA, pus 
‘gjuva[Asuudg ‘O1yO ‘UIep PUB SHOOT puvfsequinDO MON 
000 ‘281 ‘IT 000 ‘09% ‘ZT wep pus 490] puBlqoplIH 
000 ‘ses 000 ‘Or8$ 91]9UIDY 18DY 
(‘ByuesAsuuldg 
29S) “BA “AM PUB ‘Bg ‘I0AIRY BloyesuoUOYy ‘g Weg 
(‘0170 
aa) “DIui0stA 18944 PUD O1YG ‘ULDP pUD SyI0) a)p1aazjIET 
{BlUISZITA 489M 


(¥) () 4) (D 


uo}jonsysu0H | ZuyuUB[g | UOTJONIYsUOD 


| e1ep 04 4800 [810 
poyeidoidde -pegq pojeur yefoid puv 04e1g ‘Teloues ‘UOTJONIYsSUOD 
0961 Ived [BOSy qunouwly 1980 [830.1 
Jo} 8}8W]}Se JospNg 


penulju0g—gg6] 4vah joosyf ‘yosauab ‘uo1onsjsuog 


(Oa) 
(OM 
(Oa) 
(OW 


(N) 
(N) 
(Oa) 
(N) 


(Od) 
(O.4) 


(Od) 
(OM 


(Oa) 





— 
N 


PUBLIC WORKS APPROPRIATIONS, 1960 





*00}} TIMIOOGNs a10joq ATOM 
11801 FuTmMp 000'000‘6$ 03 Ppoonpel yoford IwIN0H Jo; isonbes spuny OOGI IVOA [BOSTA ¢ 








*907}} UITIOOGNSs e0joq AuOTI *peziioyyne yA JON » 

-1180} BuyINP 000'LTH’E$ 04 Poonpol yoford 1073Ng Jo} yseNDo1 spuNy 096 IWOA [VOSTA , ‘A[UO SO[PN4s [819UT OJ s} JSOD PEPVUIyIS| ¢ 
907} UIMIOOGNS 810j0q AUOUI ‘syoofOid pozjioyyNe [[euUIs 10) uOyWeIdoidde umns-duin] B JOpUN UOT}D9[—8 1OJ O[QIZILA ¢ 

+1380} SulINpP OOO‘EOT$ 03 Poonpel yoofosd yeuOUyN yy 10} Jsonbel spuny 0961 JVEA [COSTA » “ATWO SO}PNIS U0T}BZ]10YINBeId JO} PeLINoUy $ySO0o s}] UMOYS JUNOUTY 1 

| ‘ J ‘ ‘ | ‘ 
(001 ‘£001 2$) (001‘008‘8¢9$) (000‘000‘099$) : 

000 ‘066 ‘IT OO ‘FFO ‘869 000 ‘928 ‘6 OOL ‘bZF ‘649 000 ‘O01 “6 000 ‘006 ‘O¢9 000 “S02 “E90 *E 009 ‘189 "8096 j-"""" werewercene=- "18 I900F ‘TO}JONIJSUOO ‘1830 PUvID) 

Sa 000 ‘00? ee on ed ie Bl ed oe ee oe es oe ee OJ A1OS STIPITM PUL YSTT *SOIpNys POY UOLZeUTpI00D 

AS ee 000 ‘002 ‘T i ave et i. 000 ‘002 * 000 ‘196 ‘OT 000 ‘eee ‘Le nee n ne ee ewereeeese ss eeee’*~"OOj4108 OTIPILM PUB UST T 

‘mvizoid Arenjoueg Ysiq JAW BVIqUIN[OD JOMOT 

000 ‘066 ‘IT | OOT ‘bee ‘969 | 000‘928‘6 | O0T ‘42Z‘8F9 | 000‘00T ‘6 | 000‘00L ‘6F9 | 000 ‘197 ‘9K0'E | O09 ‘ZZT‘TLg ‘6 [~~~~ TTT TTT mmm rm nme nnn ne nnnsseccscscscss [830.L 

sme eUIAg “| 000 ‘000 ‘0@— |-~~~"-"""-~"| 000 000 ‘EB— | --""~"""""""| 000 000 ‘08 — [77 mmm nnn pon n nnn nnn nnnnnnn|-nnn="""""-s9seddi[s PUB SSUJABS POEdJor} UB 1O) MOPONPE? 

Sa ee ———s he eee ee CM Se Pe ee ee ee er ee sqefoid pezjioqyne [jeurg 


PUBLIC WORKS APPROPRIATIONS, 1960 


ARKANSAS RIVER AND TRIBUTARIES 
OTHER BANK STABILIZATION AND CHANNEL RECTIFICATION 


Testimony before the committee has established the engineering 
and economic desirability of initiating at this time the bank stabiliza- 
tion program for the Arkansas River. It was stated that a more 
economical prosecution of this work would be obtained if the bank 
stabilization were undertaken at this time, rather than postponed 
until a later date. This work is required to stabilize the banks prior 
to construction of the low-head locks and dams and in addition will 
prevent the loss of valuable topsoil by bank caving. From a con- 
struction standpoint, it was pointed out that there would be a distinct 
advantage to undertaking this work prior to the closure of Eufaula 
and Dardanelle Reservoirs in Oklahoma, which would effectively cut 
off a large portion of the silt load carried in the Arkansas River. 
This silt can be effectively utilized in connection with the channel 
stabilization work. 

Columbia lock and dam, Alabama, Georgia.—It is the committee’s 
recommendation that the Columbia lock and dam shall be renamed 
the George Andrews lock and dam. 

Hartwell Reservoir, Ga.—It is also the committee’s recommendation 
that the Hartwell Reservoir shall be renamed the Paul Brown 
Reservoir. 

BLACK BUTTE RESERVOIR, CALIF. 


The committee concurs in the views of the House committee that 
construction of this project should not proceed until contracts for the 
repayment of the cost of conservation storage have been executed. 
The committee therefore directs that no new contracts or commit- 
ments be entered into until the aforementioned repayment contracts 
have been executed. 


NEW HOGAN RESERVOIR, CALIF. 


The committee agrees with the House committee’s comments to 
the effect that none of the funds appropriated for the new Hogan 
Dam shall be available to initiate construction of the project until 


contracts for repayment of the cost of conservation storage have been 
executed. 


INTRACOASTAL WATERWAY, JACKSONVILLE TO MIAMI 


The committee has restored the budget estimate for this project. 
Contracts have already been awarded for dredging the channel from 
Sebastian to Fort Pierce. Unless the waterway is completed to that 
point, part of the funds expended for the improvement thus far 
cannot be effectively utilized for navigation, inasmuch as Fort Pierce 
provides a point of entry and exit for barges loaded to the authorized 
channel depth. 

The committee concurs in the views of the House as to the desir- 
ability of a further economic study to determine the benefit-to-cost 
ratio for the uncompleted portion of the Intracoastal Waterway; 
that is, from Fort Pierce to Miami. It is understood that such a 
report can be completed within 1 year; and, therefore, the committee 
will have an opportunity to review this project in connection with 
the fiscal year 1961 budget estimates. 
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ILLINOIS WATERWAY, ILL. 


CALUMET-SAC MODIFICATION 


The committee has restored the $930,000 programed for the 
Western Avenue Highway Bridge deleted by the House. Initiation 
of the Chicago, Rock Island & Pacific Railroad bridge will necessitate 
the closing of the present Western Avenue Bridge, which is part of 
the main north-south highway artery serving Chicago. To avoid 
the uneconomical delays and difficulties involved in detouring this 
huge volume of highway traffic, the new Western Avenue Bridge 
should be completed before the railroad bridge is initiated. 

With respect to the retroactive application of the amended Truman- 
Hobbs Act, it should be noted that the River and Harbor Act approved 
July 3, 1958, specifically modified the requirements of local coopera- 
tion on this project with respect to the altering or rebuilding obstruc- 
tive highway bridges. It is further noted that in giving assurances 
that they would rebuild restrictive highway bridges within a period 
of 5 years after commencement of actual construction, all highway 
bridge owners stipulated that they would bear only that portion 
of the costs that local interests would be required to assume and accept 
under Federal laws existing at the time of the bridge alteration. 

The committee feels that a delay in initiating the reconstruction of 
the Western Avenue Bridge will adversely affect the planning and 
construction schedules of the railroads and other local interests, 
whose cooperation in accomplishing their associated work relating 
to the Federal project is vital to its overall completion on schedule. 


MONROE RESERVOIR, IND. 


The budget estimate and the amount allowed by the House for 
preconstruction planning on this project is $75,000. 

The Corps of Engineers testified that they have a capability of 
$100,000 on this project during fiscal year 1960. 

Local interests are required to pay 54 percent of the cost of this 
project for the conservation features. The State of Indiana has 
appropriated $1,000,000 for their initial contribution toward the cost 
of planning and construction. They have offered to contribute at 
this time the sum of $25,000 toward the cost of preconstruction 
planning in order that the Corps may be financed to their full capabil- 
ity in fiscal year 1960. 

The committee would have no objection to the Corps of Engineers 
accepting a contribution from the State of Indiana which together 
with the recommended appropriation of $75,000 would finance the 
planning on this project to the full capability of the Corps of Engineers. 


MISSISSIPPI RIVER BETWEEN MISSOURI RIVER AND MINNEAPOLIS, MINN. 
(RECTIFICATION OF DAMAGE) 


The committee concurs in the views of the House as to the de- 
sirability of requesting funds in fiscal year 1961 for the lump-sum 
payment for the capitalized cost of damages, rather than continuing 
the annual payments. 
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MISSOURI RIVER CHANNEL STABILIZATION, IOWA, KANSAS, MISSOURI, 
AND NEBRASKA 


The budget estimate and the bill as passed the House contains the 
following proviso: 


: Provided further, That none of the funds appropriated for 
“Construction, General,” in this Act shall be used on the 
project “Missouri River, Kansas City to the Mouth,” for any 
purpose other than bank stabilization work 


The committee has recommended that the above proviso be stricken 
from the bill. This limitation restricts the use of funds in connection 
with navigation to maintain the existing project. As long as that 
restriction remains in the bill it will be impossible to provide the 
authorized 9-foot channel for navigation in the reach from Kansas 
City to the mouth and, of course, ‘it would prohibit effective 9-foot 
navigation in the reach above Kansas City. 

Navigation is one of the features of the multiple-purpose project 
for the Missouri River. The committee is convinced that completion 
of the authorized channel improvement would draw new industry to 
the areas along the Missouri River and would be an incentive to the 
further economic development of Missouri and other States alon 
this potential artery of commerce. Such economic growth eeu 
mean more traffic for all types of shippers: The railroads, the truck- 
lines, and the airlines, as well as the bargelines. 

Commerce on the Missouri River, even with present limited channel 
depths, is showing substantial increases. For instance, by June 1 of 
last year 141,000 tons of commercial traffic had moved on the river. 


This year by June 1, 232,000 tons had moved, an increase of 65 per- 
cent. Last year, the total tonnage figure was 596,000 tons. If the 
current rate continues for the balance of the navigation season, the 
total will be approximately 986,000 tons this year. 
The committee is of the opinion that it is time that the restriction 
prrventens the attainment of the full benefits from the Missouri 
iver project be removed. 


MILFORD RESERVOIR, KANS. 


The committee was impressed with the presentation made by local 
interests for the initiation of construction of the Milford Reservoir. 
The committee believes that it is an important unit in the plan for the 
comprehensive development of the water resources of the Kansas 
River Basin. Testimony before the committee reveals that the 
State of Kansas has indicated an interest in having storage included 
in this reservoir under the provisions of the Water Supply Act of last 
year. The committee believes that this is a desirable and necessary 
step forward in the development and use of this valuable resource. 
The testimony of the division engineer indicates that he would be 
prepared to start construction at the present site without the water 
supply features. He pointed out, however, that if an agreement was 
consumated with the State of Kansas to provide water supply, it 
would involve construction at a new site and that he doubted hata 
construction would be initiated in fiscal year 1960. 

In order that consideration may be given to the full utilization of 
the site, the committee has not recommended construction funds for 
the Milford project this year. 
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JOANNA DAM, MO. 


The committee has not restored the budget estimate of $60,000 for 

uning on this project which was deleted by the House, since the 

tull $50,000 appropriated for planning on this project in fiscal year 
1959 will be unused and available in fiscal year 1960. 


ALLEGHENY RIVER RESERVOIR, PA. 


The House committee in its report stated that it “has ordered an 
independent investigation of the merits of the alternative proposals 
advocated by the Corps of Engineers and the engineering consultants 
for the Seneca Indians for development of flood control storage in 
the upper Allegheny River area. In view of this fact and the further 
fact that litigation on the matter of the Kinzua Dam is still pending 
in the Supreme Court, the committee directs that the $1.4 million 
balance of previously appropriated funds available for the project be 
reprogramed to other projects.” 

During the consideration of the bill in the House the following 
amendment was adopted: 


Provided further, That $1,400,000 of the amount herein ap- 
propriated shall be available for the Allegheny River Reser- 
voir to be available after the disposition of the pending legal 
action of the Seneca Indians and the completion of the 
engineering studies ordered by the Appropriations Committee 
and the approval of the Appropriations Committee. 


It should be noted that the language in the bill as passed the House 
purports to appropriate $1.4 million for the Allegheny River Reser- 
voir; however, no increase was made in the over: all appropriation, this 
language, therefore, would have the effect of reducing appropriations 
for other projects by $1.4 million. 

The Senate committee feels that the alternate Conewango Valley 
proposals have been adequately considered and reviewed, both by 
the Corps of Engineers and independent consultants. 

The original proposal of the engineering consultant to the Seneca 
Indians was reviewed by the Corps of Engineers. They found that, 
while the plan was engineeringly feasible, the cost would be consider- 
ably in excess of the authorized Allegheny River Reservoir. Sub- 
sequently, the engineering consultant for the Indians suggested 
additional alternate plans. The Corps of Engineers then engaged a 
well-known and competent firm of consulting engineers to make an 
independent analysis of the alternate proposals. ‘The findings of this 
independent investigation of the merits of the five alternate proposals 
revealed that the schemes presented were engineeringly sound but 
that all of them would be more costly than the authorized project. 

This year during the hearings the opponents of the Allegheny River 
Reservoir presented a sixth alternate plan. This plan has also been 
studied by the Corps of Engineers and personally reviewed by the 
Chief of Engineers. The Chief of Engineers finds that plan 6 does 
not provide a solution to the water resource development problems 
of the Allegheny River Basin that compares favorably with the 
authorized plan. 

It is interesting to note that during the hearings the attorney for 
the Indians stated that if the Supreme Court denied his writ of cer- 
tiorari, he was through legally but not engineeringly, and the engineer 















26 


PUBLIC WORKS APPROPRIATIONS, 1960 





for the Indians stated that the possibilities in the Conewango Valley 
are unlimited. It would appear, therefore, that if an independent 
investigation was adverse to plan 6, next year the committee would 
be confronted with plan 7 or 8 for consideration. 

The proponents of the Conewango Valley plan, deny that their 
plan provides for the diversion of excess floodwaters into Lake Erie; 
they claim that it would only be the unwanted waters. At any rate 
the alternate plan provides a channel having a capacity of 60,000 
cubic feet per second. The committee is of the opinion that the 
State of Pennsylvania would officially oppose any plan that provided 
for the diversion of Allegheny River waters into Lake Erie. Certainly 
any plan for the diversion of the Allegheny River waters into Lake 
Erie would come under the cognizance of the International Joint 
Commission, as well as the States bordering Lake Erie. The com- 
mittee has received protests from the Conewango Valley Flood 
Control Association, Inc. That association points out that the 
Conewango watershed is a valuable agricultural area. That one- 
third of the 190,000-acre watershed is highly productive bottomland, 
and the hills are excellent for livestock production. ‘The association 
further points out that over the past several years a workplan for the 
protection and improvement of the valley has been prepared under 
the provisions of Public Law 566. 

The Allegheny River Reservoir was authorized more than 20 years 
ago. The committee believes that reservoir control in this area is 
urgently needed to reduce flood damage in the industrial and resi- 
dential areas of Warren, Oil City, Franklin, and downstream areas. 
It has confidence in the ability and integrity of the Corps of Engineers, 
who will have the ultimate responsibility of constructing the project. 

Subsequent to the House action the Supreme Court on June 15 
denied the petition for certiorari, which removes the last legal obstacle 
to the construction of the Allegheny River Reservoir. 

The committee has therefore recommended the appropriation of 
$1.4 million, which is in conformity with the House action, but has 
deleted the contingent portion of the House amendment, namely: 


to be available after the disposition of the pending legal ac- 
tion of the Seneca Indians and the completion of the engi- 
neering studies ordered by the Appropriations Committee 
and the approval of the Appropriations Committee. 


FORT RANDALL RESERVOIR, 8S. DAK. 


The committee desires that the Corps of Engineers make a study 
of the bank erosion problem at the St. Joseph Indian School in the 
vicinity of Chamberlain, S. Dak., caused by the Fort Randall Dam 
and Reservoir, and report back to the committee at the earliest date 
the most feasible method of protecting this area, and the cost of such 
protective work. 

CHRISTIANSTED Harsor, V.I. 


As a result of funds appropriated a few years ago for a restudy of 
this project, the Corps of Engineers determined that the benefit-to 
cost ratio was 0.6 to 1.0 and the project has been reclassified as in- 
active. Local interests have engaged a firm of consulting engineers 
who have indicated that a project of lesser scope would be economi- 
cally justified. The committee therefore recommends an appropria- 








PUBLIC WORKS APPROPRIATIONS, 1960 27 


tion of $3,000 to enable the Corps of Engineers to explore this pos- 
sibility. 


CoorDINATION Stupres Wits tHe Fis anp Wrtpuire Service 


In the past, the Corps of Engineers have transferred funds 
from their planning and construction allocations to the Fish and Wild- 
life Service for studies to determine the effect on fish and wildlife 
habitats resulting from the construction of the project and means to 
minimize damages or to provide positive wildlife benefits from the 
authorized project. 

This year the Budget contemplated a direct appropriation to the 
- and Wildlife Service in the Interior Department appropriation 
bill. 

Funds for this purpose were denied; however, the statement of the 
managers on the part of the House in the conference report recognized 
the need for a direct appropriation for this purpose in the public 
works appropriation bill. In conformity with the understanding 
reached in that conference report, the committee recommends an 


appropriation of $500,000 for this purpose and has included the follow- 
ing language in the bill: 


Provided, That $500,000 of this appropriation shall be 
transferred to the United States Fish and Wildlife Service for 
studies, investigations, and reports thereon as required by the 
Fish and Wildlife Coordination Act of 1958 (72 Stat. 563-565) 
to provide that wildlife conservation shall receive equal con- 
sideration and be coordinated with other features of water- 


resource development programs of the Department of the Army. 


REpDvucTION FOR ANTICIPATED SAVINGS AND SLIPPAGES 


The budget estimate proposed a general reduction of $30 million 
for anticipated savings and slippages in the construction program. 
The House has increased this figure to $43 million and has therefore 
reduced the total new money request by $13 million. Since actual 
slippages and savings have already been reported to the House and 
Senate committees and the House has taken full advantage of these 
savings and slippages in their action on the bill, the committee has 


recommended the budget estimate, a general reduction of $30 million, 
for this purpose. 


Lower CotumsBiA River FisHertes DEVELOPMENT 


During the past few years the committee has noted a lack of interest 
on someone’s part, in considering the fishery problem on the Middle 
Snake River. As a result of the insistence of this committee, and the 
earmarking of funds in the committee report, the amount of $625,000 
has been allotted to Idaho since 1957, of which $125,000 had been 
expended to February 24, 1959. 

The budget estimate of $1,200,000 for fiscal ye r 1960 includes only 
$25,000 for the State of Idaho. 

At the time of the hearings in March of this year, the Fish and 
Wildlife Service had not yet determined how many hatcheries would 
be required in Idaho, or the location of even the first one. 

Considering the importance of Idaho streams to the fishery resource 
of the Pacific Northwest, the committee is at a loss to understand the 
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reluctance of those responsible for this resource to expend the funds 
provided for this purpose in Idaho. 

In view of the large unexpended balance currently available for 
the fishery development program in Idaho the committee is reluctant 
to earmark additional funds for this purpose in fiscal year 1960. It 
expects however that the State and Federal agencies responsible for 
this program will develop plans for needed hatcheries during the 
current fiscal year, and be prepared to move forward at a realistic 
rate in fiscal year 1960. The committee desires, however, that the 
funds previously earmarked for Idaho not be used in any other State 
during fiscal year 1960. 


OPERATION AND MAINTENANCE, GENERAL 


I: SO iis a knconniadenteetivhikees cael dein $114, 521, 100 
TP WEL SO icd a beat aah oak ae anaeadeneiena 113, 500, 000 
SEU en Sr foes JU ea io ue ed 114, 382, 000 
Cotehmatt bed reenmnenbnnations « . k de cients reid ide akiwicids ate 122, 382, 000 


The committee concurred in the increases approved by the House 
for maintenance items. 
The committee desires that the corps continue to operate Dismal 
Swamp Canal throughout fiscal year 1960. 
The details of the committee’s recommendations are shown on the 
following table: 
Operation and maintenance 





Budget esti- | Senate com- 


Item mate for House allow- | mittee rec- 
fiseal year ance ommenda- 
1960 \ion 


(i) (2) (3) (4) 


OPERATION AND MAINTENANCE, ~“ENERAL 


1, Navigation 


@) ‘Chemnele and herbie 5 isco din david ie $54, 600,000 | $55, 440, 000 $55, 440, 000 

ee oS ae ee 23, 650, 000 23, 692, 000 23, 692, 000 

(c) Surveys of northern and northwestern lakes__._...- 550, 000 550. 000 550, 000 

(d) Prevention of obstructions and injurious deposits__. 600, 000 600, 000 600, 000 
2. Flood control: 

Ge VON Ss 6 oh) s hs ee a. oR eI 5, 170, 000 5, 170, 000 5, 170, 000 


(6) Other (including channel improvement projects, 
miscellaneous maintenance items, and inspec- 


ssn cearkdennk batesiystonmetnentdwk emcee 830, 000 830, 000 830, 000 

3. Multiple purpose projects including power-_-.............-- 18, 780, 000 18, 780, 000 18, 780, 000 
4. Lower Columbia River fish sanctuary program (U.S. Fish 

nr ae eens nities 1, 750, 000 1, 750, 000 1, 750, 000 

ee EEE ERS ae 70, 000 70, 000 70, 000 


6, Emergency operations: 

(a) Removing sunken vessels and other obstructions to 

Ee Libshébeth wkawabavdowd 450, 000 450, 00 450, 000 
(0) Protecting, clearing. straightening channels of navi- 

gable waters not specifically authorized by Con- 

gress (work under sec. 3, Rive: and Harbor Act, 

ee, ie NN a8 ag, ete ed ee aah St £0, 000 50, 000 50, 000 
(c) Flood control emergencies, repair and flood fighting 





OU OOS WHEE ko on cn wk ccnaneadeteidbdekncududs 7, 000, 000 7, 000, 000 7, 000, 000 
Ca i. hdc kemcanasth eek bacek tie tine weed dee eee 8, 0U0, 000 
Total, operation and maintenance, general...........--- 113, 500, 000 | 114, 382, 000 | 122, 382, 000 





DEFERRED MAINTENANCE 


Four years ago, this committee, after receiving extensive testimony 
on the status of maintenance at Corps of Engineer projects recom- 
mended a program for the reduction of the backlog over a period of 
6 to 7 years. Four years ago the corps estimated the backlog at $65 
million. In the past 3 years the Congress has provided a total of 








ee ee 
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$27,400,000 for the reduction of this backlog. Each year until the 
current hearings the committee was led to believe that we were re- 
ducing the backlog by the amount of the appropriations made, except 
for one division engineer last year that admitted that due to wage 
board increases he was actually getting further behind in his main- 
tenance. 

This year the committee was shocked to learn that instead of having 
reduced the backlog of deferred maintenance to $37,600,000, the Corps 
had revised the definition of deferred maintenance and that the back- 
log is now $90,000,000. 

While the committee appreciates the position of the officers in 
supporting the budget request, and realizes that sometimes they have 
to resort to such doubletalk as “the budget estimate provides for the 
minimum essential maintenance” when as a matter of degree and 
judgment they may not feel that they have adequate funds for mini- 
mum essential maintenance. It is quite another matter however, 
when they are asked a direct question, ‘‘Will the amount in the budget 
be adequate to keep your maintenance current and not increase your 
backlog?” 

The committee feels that it is entitled to honest and straightforward 
answers to direct questions. The committee must conclude that the 
answers to their questions in the past few years in this regard have 
been less than frank. 

The committee notes that the justification submitted for main- 
tenance is totally inadequate. Unless and until an adequate base 
program is established, and adjusted annually to take into account 
new projects added to the maintenance workload, it will be impossible 
to cope with the backlog of deferred maintenance. 

The committee is convinced that there is a large backlog of main- 
tenance that should be accomplished. It is not convinced that the 
corps has an adequate or valid estimate of that backlog. This 
subject is of sufficient importance to warrant further study. 

The committee notes that part of this backlog relates to structures 
such as breakwaters, locks and dams, etc., where continued physical 
deterioration can further increase the cost of repair or rehabilitation. 
Part of the increases in the deferred maintenance is the result of ice or 
storm damage that has occurred subsequent to the original estimate, 
and the committee was not kept currently informed of these increases 
in the deferred maintenance. 

In connection with the further study of this problem which the 
committee is recommending, it is believed that it would be desirable 
to separate the backlog by categories. In that way the committee 
can give priority consideration to the most urgent categories. 

In recommending an increase of $8 million for the reduction of the 
backlog of maintenance, so as to provide a total of $10 million for 
this purpose, the committee desires to point out that this action is 
taken in recognition of the urgency of the work, rather than the 
record made by the corps. 


GENERAL EXPENSES 


Meee, PG ai ins os cscs & ciceiga ch sits Masa eeelicns deeds gioco cet ic $12, 738, 700 
uae Gannte., 1900. ..ndciccdnivcns taseeeneciies a undeeawes 12, 640, 000 
TRONS: GUO WHNEO -! g 54 t oid Sse Basan cic aa dda aia 12, 640, 000 
aM Rie: RI aii io inci isc sen cect eae pn enamine 12, 640, 000 


The committee recommends $12,640,000, the budget estimate and 
the amount allowed by the House. 
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General expenses, fiscal year 1960 





Approved Senate com- 
Item budget esti- House mittee recom- 
mate for fiscal} allowance mendation 
year 1960 
GENERAL EXPENSES 
1. Executive direction and management: 
(a) Office, Chief of Engineers... ......................- $4, 035, 000 $4, 035, 000 $4, 035, 000 


CB) DR vIsIRR GORI ic. wine cecmsnadetnnecdsecunedinnenss 6, 267, 000 6, 267, 000 6, 267, 000 











Subtotal, executive direction and management... 10, 302, 000 10, 302, 000 10, 302, 000 

2. Review boards: 
(a) River and Harbor Board..........................- 473, 000 473, 000 473, 000 
Cp ERE BUND CIE iciccecetgnmsnstneneuaneaned 148, 000 148, 000 148, 000 





Subtotal, sotto bentGs....ncepcannuctesmedienanae 621, 000 621, 000 621, 000 





3. Regulation: 
(a) Regulation of hydraulic mining on Sacramento and 


San Joaquin Rivers (California Debris Commis- 








I i itil eh eT elena 5,000 5, 000 5,000 
(6) Prevention of illegal deposits in New York Harbor-|_.........-.-.]........------]-..0..-------. 

(c) Miscellaneous inspections, issuance of permits, 
SEE GE, WE ounpcncdedmigaasncninagonamnnione 697, 000 697, 000 697, 000 
EE FOREGO... .nnaskcundcisideeesenennnt 702, 000 702, 000 702, 000 
ge ERR RRR TERE SRSA RO EINE 1 874, 000 874, 000 874, 000 
©; Borin, BIR os, 50 dnitctitceoduininstbbctntnadetiih ee 141, 000 141, 000 141, 000 
Total, general expense...........-----------------ee-e-- 12,640,000 | 12,640,000 | 12, 640, 000 





Fioop Controt, Mississtpp1 River AND TRIBUTARIES 


Seinen, TURD, 66 ced dncnecwnnacmineinnitcnednieien $68, 347, 500 
Ps SEONG, 190s re nenitnesaertanacAttn4h<Eb dan teesee 68, 000, 000 
SN NNN 8 or epee nen eee een ER rere ak es ate es as 68, 560, 000 
Committee recommendation... ...............--- ou w eee eee 75, 434, 500 


The committee concurs in the increases allowed by the House. 

The additional funds recommended in the St. Francis Basin include 
$280,000 to initiate construction of two additional levee items in the 
lower reach of the St. Francis River; $113,000 to initiate construction 
on the Mayo ditch enlargement; and $177,000 to complete the Big 
Lake floodway ditches below Pettyville, Ark., a part of the Little 
River drainage. 

The $107,000 recommended for planning in the Lower White River 
Basin is for the preparation of plans and specifications for the pump- 
ing plant to dispose of interior drainage during flood periods. 
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U.S. Section, St. Lawrence River, Joint Boarp or ENGINEERS 


peuroptiotion, 1960 .....nseiis edad suikabivedndecnstincbithitndlibil $100, 000 
PRIEAG GHUIRGAD, DRO schocidnnndnanéntnkhomienemmedennadummueee 40, 000 
IN I i 40, 000 
CUI R UO BDOTIITIINCUI IGEN oo an evince ds ani cts'eies ein cies cienatnlaneasaiaele-ainaenen te 40, 000 


The committee recommends the budget estimate of $40,000 for 
necessary expenses of the U.S. Section of the St. Lawrence River Joint 
Board of Engineers. The appropriation language provides for the 
reimbursement of the expenditures by the U.S. entity authorized to 
construct the power works in the International Rapids Section of the 
St. Lawrence Srver: 


TITLE II—DEPARTMENT OF THE INTERIOR 


The committee considered budget estimates totaling $289,211,000 
for the activities and programs of the Bureau of Reclamation, the 
Bonneville Power Administration, the Southeastern Power Adminis- 
tration, and the Southwestern Power Administration. The commit- 
tee recommends the allowance of appropriations totaling $298,887 ,500 
for these activities and programs. The sum recommended is— 


An increase over the 1959 appropriations of $298,060,985 by._..--- $826, 515 
An increase over the budget estimates of $289,211,000 by_.....--.- 9, 676, 500 
An increase over the House allowances of $288,756,500 by__..._--- 10, 131, 000 


The action of the committee on each appropriation is explained 
under the appropriate heading in this report. 


BurEAvU OF RECLAMATION 


GENERAL INVESTIGATIONS 


Te NG nn oo iran is neat asain tere Dina ha ese $4, 556, 000 
NG GRIND, LOOP in Oc uiatinn ddd naancnaandanmmmmuwasaae 5, 000, 000 
POOR OONGNIIGE GT vc itiunwnnncwdeeweane bende 4, 349, 261 
Committed rests mistOsOn |... on acccucdcosccmemeweecademis 5, 390, 000 


The committee recommends the allowance of an appropriation of 
$5,390,000 for the general investigations program of the Bureau. 
The revised budget program set out on pages 162-166 of the Senate 
hearings has been approved, and funds are recommended for the 
following increases. 

Gulf basins project, Texas, $100,000.—The committee recommends 
the allowance of $711,000 for this investigation. The sum recom- 
mended is an increase of $100,000 over the sum requested in the 
budget. It is the view of the committee that this increase is required 
in order that the Bureau may coordinate its studies with those of the 
River Basin Study Commission for Texas, and furnish technical 
information required by the Commission. 

Salt Fork and Prairie Dog Town Fork of the Red River, Tex., $90,000.— 
The committee recommends the allowance of $90,000 for the initiation 
of this investigation. This 2-year study, estimated to cost $165,000, 
involves that portion of Texas drained by the Salt Fork and the 
Prairie Dog Town Fork of the Red River, which comprises all or part 
of 12 counties lying in an east-west strip across the Panhandle. 

Fish and wildlife studies, $200,000.—The committee recommends 
the allowance of $200,000 for the financing of fish and wildlife stud- 
les required by the Fish and Wildlife Coordination Act of 1958 in 
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connection with proposed projects of the Bureau of Reclamation. 
Funds for this purpose were included in the budget estimate for the 
appropriation entitled, “Management and Investigation of Resources, 
Bureau of Sport Fisheries and Wildlife.” As the Department of the 
Interior and related agencies appropviation bill passed the House, 
funds for these studies were not included, and they were included in 
the bill as it passed the Senate. However, the funds were disallowed 
by the conference committee. In taking this action the “Statement 
of the Managers on the Part of the House in the Conference Report 


on the Department of the Interior and Related Agencies Appropriation 
Bill” stated: 


Amendment No. 24. * * *. The conferees are in agree- 
ment that funds for river basin studies should continue to 
be transferred from appropriations of the Corps of Engineers 
and the Bureau of Reclamation. However, the conferees 
recommend that the appropriations involved hereafter con- 
tain specific language indicating the amount to be transferred 
to the Fish and Wildlife Service. It is recognized that these 
agencies will require additional funds to finance these studies. 


In accordance with the above quoted statement the committee recom- 
mends the allowance of $200,000 for these studies, with @ provision in 
the bill transferring this sum to the Fish and Wildlife Service. 

Middle Gila River project, Arizona.—Within the funds recommended 
$57,600 shall be available for the continuation of the Middle Gila 
River investigation. Thissum is an increase of $40,000 over the budget 
program and will allow the Bureau to restudy railroad relocation prob- 
lem in the Buttes Dam and Reservoir site. 


CONSTRUCTION AND REHABILITATION 


Program Appropria- 
tion 








USE UMANE, WOOO i ci ctidcwcecuavedicdhsssddececuunebideaabbavecddsadenne | oabubidi discal $146, 015, 000 
Budget estimate, 1960 $141, 410, 000 135, 410, 000 
Se HRT... «nn nocesedeebapdbbonnscneasabinncnmmeaandadbeemisdncalnie 


138, 9S8¥, 000 128, 473, 239 
Committee recommendation 149, 811, 000 142, 346, 000 








The committee recommends the allowance of an appropriation of 
$142,346,000 to finance a construction program of $149,811,000. As 
has been the practice over a number of years the committee has 
approved a program in excess of the funds recommended. Experience 
has proven this to be a workable procedure. The program submitted 
in the budget was based on an underfinancing of $6,000,000; the House 
program is based on an underfinancing ‘of $10, 515, 761; and the 
program recommended by the committee is underfinanced by 
$7,465,000—approximately 5 percent. 
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The program recommended by the committee is set out in the 
following tabulation: 

























Budget House Recom- 
State and project program program mended 
program 
Arizona: 
OU GD iis shakin dhe ns Sheietinadsntbebend $1, 139, 000 $1, 139, 000 $3, 449, 000 
Colorado River front work and levee system..............].....-....----]-.-.---.------ 450, 000 
PERE RITES QIOIING 6 on cin dec dnciucusetucdesaetbedink 400, 000 400, 000 400, 000 
DamiGer Conger Geetant.. .cscc<senveudissctocsionssntiiain 2, 900, 000 2, 900, 000 2, 900, 000 
California: 
Catrall Veiae- ibeee a 6. iiisicckicsssiccnicctatinteeimnté 42, 500, 000 42, 150, 000 44, 565, 000 
Klamath project. (See Oregon.) 
Parker-Davis project. (See Arizona.) 
I casa es ccecleiglesnapigetlp asain iaaaomaatt 307, 000 307, 000 307, 000 
Ventura River project 392, 000 392, 000 392, 000 
Washoe project. (See Nevada.) 
oa CNN NOUN bn. |< cntmasisanccaneediitiemnemnies 4, 500, 000 4, 500, 000 4, 500, 000 
ano: 
TURE WOR ITER I iio 3cccenepetinenaaediat 673, 618 673, 618 673, 618 
Miniooka project, north side pump division............... 850, 000 850, 000 850, 000 
Palisades project, Burns Creek Dam and powerplant...-.|.....--- 5 Nbaeenah« 500, 000 
ee ea FS ete ss cere 2, 902, 000 2, 902, 000° 2, 902, 000 
evada: 
Boulder Canyon project. (See Arizona.) 
Parker-Davis project. (See Arizona.) 
FeRO FENN a vntccicicacdacsccicsctoscucndsnuiemmens RI GP Sinwnccteaioasa 1, 000, 000 
New Mexico: 
Mobi len Delta project... scaccc once ccnccccssscssenceces 100, 000 100, 000 100, 000 
Baie id (UNOS TIO... tecwcunnnsenncasaghamensdin 1, 400, 000 1, 400, 000 1, 800, 000 
North Dakota: Fort Peck project. (See Montana.) 
Oklahoma: Washita Basin project...........--.............-- 10, 100, 000 10, 100, 000 10, 100, 000 
Oregon: 
Crooked River project 2, 833, 000 2, 833, 000 2, 833, 000 
Klamath project._.......- 522, 000 522, 000 522, 000 
Rogue River Basin project, Talent division. 2, 747, 7: 2, 747, 788 2, 747, 788 
© Wapinitia project, Juniper division..................-.-.- 39, 700 , 700 39, 700 
exas: 
Lower Rio Grande project, Mercedes div.sion...........- 1, 500, 000 1, 500, 000 1, 500, 000 
9 - AGRO. COB iiccccictpnuiipanintsdupminindaseuietiel 4, 000, 000 4, 000, 000 4, 000, 000 
tah: 
PeyO eee WIN sak chide nds siehl ee 632, 000 632, 000 000 
i aR RE EY 5, 835, 000 5, 835, 000 5, 835, 000 
Washington: 
Catenin Wai Wee jisccnsciincncunce sa ~senainhotiatl 8, 000, 000 8, 000, 000 8, 000, 000 
Chief Joseph Dam, Greater Wenatchee division.........-|-......---- al 724, 000 500, 000 
Wyomine: Ghoahwns protects . oi... sis. asec 110, 000 110, 000 110, 000 
Drainage and minor construction.............-.-...-..--..-.- 7, 000 937, 000 962, 000 
Rehabilitation and betterment of existing projects ica coenes nieve 3, 500, 000 3, 500, 000 3, 500, 000 
Subtotal (exclusive of Missouri River Basin)............ 100, 420, 106 99, 194,106 | 106,070,106 
MISSOURI RIVER BASIN PROJECT 
Kansas: 
Bostwick division. (See Nebraska.) 
COREE MEIN PI ice:csenidntd niigithnccianmemmeqagniinnmmadicimantnmmatieeedimien 700, 000 400, 000 
OP CB i eli in) ccccnbibnaenddenehbllesnaed 3, 115, 000 3, 115, 000 3, 115, 000 
Montana: 
BN SY CNR Si ncecnicnnendaniedsgueksiaimandndataidhhednaiae BD, GE Ge Fddaccsistondce 
FS VOI WE... daddctiicccdcscubisinitdétucttpatainil 2, 182, 000 2, 182, 000 2, 182, 000 
‘eer ears Bret COP QI) cok ncanscccunsncecqnessessenbpasieniannmuineabeiaame 3, 000, 000 
Nebraska: 
I iii Mian aac Mila SO Oe Bc cteenratiing 1, 000, 000 
ee RC EAS RE Ey! 2, 338, 000 2, 338, 000 2, 338, 000 
MORON WI ioe oe. bn. enc dca octets adbcdnd bagasse 3, 000, 000 3, 000, 000 3, 000, 000 
Frenchman-Cambridge division __...............-..------ 4, 076, 035 4, 601, 035 4, 601, 035 
Red Willow Dam and Reservoir (included in Frenchman- 
EE I Eee ee (625, 000) (586, 000) 
Wyoming: 
ee OE el ee a ee 2, 118, 000 2, 118, 000 2, 118, 000 
hi eee 1, 007, 859 1, 007, 859 1, 007, 859 
Transmission division. ........._- 15, 508, 000 14, 953, 000 15, 334, 000 
Drainage and minor construction 645, 000 645, 000 645, 000 
oe REA SS Rte I LAE Ee 2, 000, 000 1, 750, 000 2, 000, 000 
Other Department of the Interior agencies..............--..-- 3, 000, 000 2, 385, 000 3, 000, 000 
Subtotal, Missouri River Basin project...........-..-.- 40, 989, 894 39, 794, 894 43, 740, 894 
Grand total, construction and rehabilitation...........- 141, 410,000 | 138,989,000 | 149, 811, 000 
Kees emer ON oa 65 ink cES a ncicccehtichncdeeenebel 6, 000, 000 10, 515, 761 7, 465, 000 
Dotel appbvpeiatlok 6. oss 135, 410,000 | 128, 473,239 | 142, 346, 000 
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Gila project, Arizona.—The committee recommends a program of 
$3,449,000, an increase of $2,310,000 over the budget program, which 
was approved by the House. ‘The increase recommended by the com- 
mittee is for the initiation of construction of drainage facilities for the 
lands of the Wellton-Mohawk district. The committee was advised 
that the drainage problems of this district are of an emergency nature; 
therefore, the committee has recommended funds to initiate these 
facilities in fiscal year 1960. However, no part of the increase recom- 
mended is to be obligated until the district has executed a repayment 
contract to cover the additional cost of the required drainage facilities 
and such contract has been validated as required by the laws of the 
State of Arizona. 

Colorado River front work and levee system.—The committee recom- 
mends $450,000 to initiate construction of drainage facilities from the 
western boundary of the Wellton-Mohawk Irrigation District to the 
Colorado River. Such facilities were authorized by Public Law 
85-389, which was an amendment to the Colorado River Front Work 
and Levee System Act. These facilities are required to carry drainage 
water from Federal reclamation projects in this area to the Colorado 
River. 

Central Valley project, California—Keswick-Toyon transmission 
line.—The committee recommends concurrence in the House action 
of disallowing $350,000 requested for the Keswick-Toyon transmission 
line. The committee was advised by the Bureau that a wheeling 
agreement has been entered into with the utility company serving the 
area whereby the customers to be served by the proposed line will be 
served through the facilities of the utility company. 

Trinity power facilities. —The committee recommends the allowance 
of $2,415,000 for the engineering and design and construction of the 
power facilities at the Trinity Dam. 

Palisades Project-Burns Creek Dam and powerplant, Idaho.—Funds 
in the amount of $500,000 were provided for this project in 1959, con- 
tingent upon the enactment of legislation authorizing the project. 
Such legislation was not enacted during the 85th Congress. However, 
there is legislation pending in this Congress to authorize the project. 
Therefore, the committee recommends a program of $500,000 for this 
project, which shall not be available until the project is authorized. 

Middle Rio Grande project, New Mexico—The committee recom- 
mends a program of $1,800,000 for the Middle Rio Grande project. 
The increase of $400,000 over the budget program is to allow the 
Bureau of Reclamation to proceed with channel rectification work in 
that stretch of the river where the Corps of Engineers will be pro- 
ceeding with work on the floodway with the sum of $800,000 recom- 
mended for this purpose. 

Washoe project, Nevada.—The committee recommends a program of 
$1,000,000 for the continuation of this project. The House disallowed 
the full budget program of $1,600,000. The funds recommended are 
for the Prosser Greek Dam, which is a separately justifiable feature of 
the Washoe project. It is the view of the committee that construction 
should proceed as scheduled on this feature of the project. 

Columbia Basin project, Washington.—In recommending the allow- 
ance of the budget program of $8,000,000 for this project the com- 
mittee has approved of the distribution of funds to the various features 
and divisions of the project as set out in the justifications submitted 
in support of the budget request. 
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Greater Wenatchee project, Washington.—The committee recommends 
a program of $500,000 for the initiation of construetion of the Greater 

enatchee Division of the Chief Joseph Dam project in Washington. 
The program recommended is a reduction of $224,000 below the House- 
— program for this project. The committee was advised by 
officials of the Bureau that the sum of $500,000 was adequate for the 
first year of construction. This project, which is located in the 
Columbia River Valley in north-central Washington, will provide full 
irrigation water supply to 6,700 acres of land. The total estimated 
cost of the project is $7,579,000, of which $7,489,000 is reimbursable. 
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Drainage and minor construction.—The committee recommends a 
program of $962,000 for the drainage and minor construction program. 
The increase of $25,000 over the Teddest program of $937,000 is for 
the construction of safety and public use facilities at the Alamogordo 
Dam (Carlsbad project) in New Mexico. The committee also 
recommends the inclusion of a provision in the bill to provide that 
these funds shall be nonreimbursable. 


MISSOURI RIVER BASIN PROJECT 


Initiation of construction of new units.—In recommending funds for 
the initiation of construction of new irrigation projects in the Missouri 
River Basin the committee has taken into consideration the repeated 
assurance of officials of the Bureau of Reclamation, the Corps of 
Engineers, and the Missouri Basin Interagency Committee that there 
is adequate water in the Missouri River system to carry out all of the 
multiple-purpose water uses authorized by the Flood Control Act of 
1944. 

Cedar Bluff unit, Kansas.—The committee recommends a program 
of $400,000 to initiate construction of the irrigation features of the 
Cedar Bluff unit in Kansas. The program recommended is a reduc- 
tion of $300,000 in the program approved by the House. The com- 
mittee was advised by officials of the Bureau that the sum recom- 
mended is adequate for the first year of construction. 

This unit, which is located in west central Kansas along the Smoky 
Hill River, consists of the existing Cedar Bluff Dam and Reservoir 
and the proposed canal lateral and drainage systems to serve a full 
irrigation water supply to 6,200 acres of land. Municipal and indus- 
trial water will be furnished to Russell, Kans., and water will also 
be furnished to the Federal Fish Cultural Station now under construc- 
tion. The total estimated cost of the irrigation features is $4,440,600, 
all of which is reimbursable. 

East Bench unit, Montana.—The committee recommends that funds 
allowed by the House for initiation of construction of the East Bench 
unit in Montana be disallowed. This action of the committee is taken 
without prejudice to this unit, but inasmuch as the committee has 
recommended funds for the initiation of construction of the Yellow- 
tail unit in Montana at a total estimated cost of $109,300,000, it did 
not feel that it could also recommend initiation of construction of this 
unit, the total cost of which is in excess of $20 million. 

Yellowtail unit, Montana.—The committee recommends a program 
of $3,000,000 for the initiation of construction of the Yellowtail unit 
in Montana. This unit, which is located on the Big Horn River some 
40 miles south of Hardin, Mont., will produce 200,000 kilowatts of 
power and provide flood control, fish and wildlife and recreation 
benefits. The total estimated cost of the power features of the unit 
is $66,076,000, all of which will be reimbursed from power revenues. 

Ainsworth unit, Nebraska.—The committee recommends a program 
of $1,000,000 for the continuation of construction of this unit. The 
House disallowed the program of $2,000,000 requested in the budget. 
The committee was advised that it is likely that the pending litigation 
concerning this unit will be resolved during the fall term of the Ne- 
braska Supreme Court. 
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Frenchman-Cambridge division, Nebraska.—The committee recom- 
mends concurrence in the House program of $4,601,035 for this 
division. ‘The increase of $525,000 over the budget program is for 
the initiation of construction of the Red Willow Dam and Reservoir 
and related irrigation facilities. ‘This facility, the total estimated cost 
of which is $6,597,000, will provide a water supply for 7,650 acres of 
land, as well as flood onuek fish and wildlife and recreation benefits. 

Transmission division.—The committee recommends a program of 
$15,334,000 for the transmission division of the Missouri River Basin 
project. The program submitted in the justifications in support of the 
budget program has been approved with the following sanditibe tines: 

Fort Thompson-Granite Falls transmission line-—The committee 
recommends concurrence in the House action disallowing $1,078,000 
programed for the second circuit of this line. The committee was 
advised by officials of the Bureau that this item could be deferred. 

Fort Randall-Nebraska State line transmission facility—The com- 
mittee recommends a program of $104,000 for the construction of 5 
miles of transmission line from the Gavins Point switchyard to the 
Nebraska State line to connect with the transmission facilities being 
constructed by the Nebraska Power System. It is the view of the 
committee that funds should be provided for this facility in order 
that the Nebraska Power System will not be required to construct 
facilities outside of the State of Nebraska. 

Transmission facilities to serve preference customers in western Iowa.— 
The committee recommends concurrence in the House program of 
$800,000 for the design and initiation of construction of transmission 
facilities to serve preference customers in western Iowa. The total 
estimated cost of these facilities is $8,800,000. 

Investigations.—In recommending the budget program of $2,000,000 
for Missouri River Basin investigations the committee has approved 
the revised investigations program set out on pages 424-425 of the 
Senate hearings. 

Other Department of the Interior agencies—In recommending the 
budget program of $3,000,000 for the activities of the other Depart- 
ment of Interior agencies in the Missouri River Basin project the com- 
mittee has taken into consideration the fact that the programs of these 
agencies are related to the programs of the Corps of Engineers as well 
as the programs of the Bureau of Reclamation and for planning of the 
comprehensive development of the Missouri Basin. 
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OPERATION AND MAINTENANCE 

Appropriation, 1959 $28, 331, 000 

Budget estimate, 1960 29, 131, 000 

House allowance 29, 131, 000 
29, 131, 000 

The committee recommends concurrence in the House allowance of 
the budget estimate of $29,131,000 for the operation and maintenance 
expenses of the Bureau of Reclamation. 

The funds recommended and approximately $4,000,000 advanced 
by water users provide for the operation and maintenance of facilities 
under the jurisdiction of the Bureau of Reclamation. In fiscal year 
1960 a total of 41 projects and 23 Missouri River Basin units and 
divisions will be operated and maintained for irrigation, power, munic- 
ipal and industrial water supplies, of which 20 projects and 5 Mis- 
souri River Basin units have power facilities. 

Of the sum recommended $25,972,013 will be reimbursed to the 
Treasury from charges assessed against the water users for irrigation 
water, charges for municipal and industrial water, and from power 
revenues. 

LOAN PROGRAM 
Appropriation, 1959 
Budget estimate, 1960 
House allowance 


The committee recommends the allowance of $6,236,500 for the 
loan program of the Bureau. ‘These funds finance loans to irrigation 
districts for the construction of distribution systems under the pro- 
visions of the act of July 4, 1955 (Public Law 130, 84th Cong.), and 
for the construction of small projects under the provisions of the act 
of August 6, 1956 (Public Law 984, 84th Cong.). 

The House allowance of $7,237,000 provides for the full amount 
of the loans for the Chowchilla Water District ($2,633,000) and the 
Saucelito Irrigation District ($4,384,000) and the budget estimate of 
$220,000 for the administration of the program. 

Since the House passed the bill additional loans totaling $10,172,500 
have met all requirements of the authorizing acts. Inasmuch as the 
President’s budget does not include any funds for these loans the 
committee did not feel that it could recommend the full requirement 
of over $17,000,000 for this program. However, the committee feels 
that the projects involved should proceed in fiscal year 1960. There- 
fore, the committee recommends the allowance of an appropriation of 
$6,236,500 which is the 1960 requirements for all the loans that have 
complied with the provisions of the authorizing acts. 
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The loans approved by the committee and for which the require- 
ments for fiscal 1960 are recommended are set out in the following 
tabulation: 


Fiscal year requirement if financed 
Total on annual basis 
Organization Loan UT i eel 
tion re- 
quirement | Fiscal year | Fiscal year | Fiscal year 
1960 1961 1962 





Public Law 130, requirement completed: 
Chowchilla Water District, California_| $2,650,000 | $2, 633, 000 $910, 000 | $1, 723, 000 0 
000; 4, 009, 000 


Saucelito Irrigation District, California} 4, 650, 384,000 | 1,350,000 | 3,009, $25, 000 

Public Law 984, 60-day requirement com- 
pleted: 

Santa Ynez River Water Conserva- 

tion District, California.............| 3,800,000 | 3,774,000 | 1,320,000 | 2, 454, 000 0 
Centerville-Deuel Creek Irrigation 

EI ere 402, 000 399, 500 399, 500 0 0 

Public Law 984, 60 days in process: 

Pleasant Valley County Water Dis- 

Ce a ee 2, 040,000 | 2, 032, 000 390, 000 | 1, 642, 000 0 
Georgetown Divide Public Utility 

pe ee, ee 3, 878,000 | 3,867,000 | 1,647,000 | 2,220,000 0 

Total Seq OUNN....cnscvcisnnessnhpeimiueipiis 17, 089, 500 | 6,016, 500 | 11, 048, 000 25, 000 


The committee recommends the inclusion of a provision in the bill 
to authorize the Secretary to enter into contracts “contingent on ap- 
propriations” with respect to loans for the construction of distribu- 
tion systems under the provisions of the act of July 4, 1955 (Public 
Law 130, 84th Cong.). 

The committee regrets that it is necessary to finance this program 
on an annual basis as it feels that some advantages of the program 
will be lost by such a procedure. It is the hope of the committee that 
the budget for fiscal year 1961 will recommend adequate funds to 
completely finance the loans approved by the committee and to finance 
in total any future loans under these acts. 

In addition to the sum of $6,016,500 for the loans the committee 
recommends the allowance of the $220,000 requested in the budget 
for the administration of the program. 


GENERAL ADMINISTRATIVE EXPENSES 


Relate, SEO. cidcininrtidedvtadddabaaetdadetnnsusuhindm $4, 381, 600 
Duusee eatimnte, T9600. os a Si Las oS ba tose: ‘ , 000 
pene Mlowaues.... 21... ibis dO. di blalLidineileusosnae 4, 400, 000 
Committee recomMendation co wc cowse) <a ckie nisin cmasaucunodccabem 4, 400, 000 


The committee recommends concurrence in the House allowance of 
the budget estimate of $4,400,000 for the general administrative 
expenses of the Bureau of Reclamation. These funds provide for the 
programs of the Commissioner’s Office in Washington, the Assistant 
Commissioner and Chief Engineer’s Office in Denver, and the seven 
regional offices. Other administrative costs directly chargeable to 
specific projects or activities are included in the appropriations for 
such projects and activities. 
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UPPER COLORADO RIVER BASIN FUND 





Program /|Appropriation 


I I en seaescocareepesinspaplipessa inches tals cap sete ee ea $68, 033, 335 


IIR en endumdneottioned $77, 035, 000 77, 035, 000 
I Re sc nccnsphnctbabbaieddsbcustecenshantinatamis 79, 819, 000 79, 819, 000 
Gen CORIO ccncnccsnnschiisbaunaisntdelbiinnnsncatondsnnnes 80, 389, 000 76, 369, 000 





The committee recommends an appropriation of $76,369,000 to 
finance a program of $80,389,000 for the construction of the Colorado 
River storage project and the various participating projects. As in 
the case of the “Construction and rehabilitation” appropriation the 
committee has underfinanced this program by 5 percent. Experience 
has proven this to be a workable procedure, and it has been used for a 
number of years with respect to the construction program financed 
from the ‘Construction and rehabilitation” appropriation. 

The program approved by the committee is set out in the following 
tabulation: 





Budget pro- | House pro- Recom- 
State and project gram gram mended 


program 


COLORADO RIVER STORAGE PROJECT 





APIAREES TRE TOR WN eo onc ccicctccctacnwtssecndbiie $47, 367,000 | $47, 367, 000 $47, 367, 000 
ee a ar ae See a ae i ee ee 1, 000, 000 
New Mexico: Navajo unit 9, 945, 000 9, 945, 000 
Utah: Flaming Gorge unit 13, 000, 000 13, 000, 000 
I IID... ceencttteiniatinncetnpmnitbinabije 720, 000 720, 000 720, 000 
PARTICIPATING PROJECTS 

Colorado: 
IE an thadtennannnadiningltinttyniiiinsee 3, 185, 000 3, 185, 000 3, 185, 000 
EE UIE OUI oo he grectncodacetnedndcccabasgentaktousonnen taacee 730, 000 500, 000 
Now Diarise: Fase Orel... ..0.0 candi tinkin Hibtasshusbslbetiencsd suey 500, 000 500, 000 
Utah: Central Utah project, Vernal unit-........-.......2.... 2, 000, 000 2, 000, 000 2, 000, 000 
Wy PORN: CUO EIINNS TIONS ooo odnk ce nccbeccccbnususmcdcuscelodsssks- sands 1, 554, 000 1, 354, 000 
CIN ons - Sncvbanntésnsnnedtbabechldhdtbatintns 818, 000 818, 000 818, 000 
ONE CENT oiiinnsn sttvccinnssodmicensonys thie 77, 035, 000 79, 819, 000 80, 389, 000 
EES OEE CN oink rrenacepenecnienmanreheie tunaiibbancaianinnateieaiaree 4, 020, 000 
DERI... oi tnndesteeenssmianiel 77, 035, 000 79, 819, 000 76, 369, 000 


Curecanti project, Colorado.—The committee recommends a program 
of $1 million for the initiation of construction of the Curecanti 
project, which is located on the Gunnison River in west-central 
Colorado. No part of the funds recommended for this project are 
to be obligated until the certification requirement of the authorizing 
act (Colorado River Storage Project Act, 70 Stat. 105) has been com- 
plied with. 

The Smith Fork project, Colorado—The committee recommends & 
program of $500,000 for the initiation of construction of the Smith 
Fork project in Colorado, a reduction of $230,000 in the House pro- 

am for this project. The committee was advised by officials of the 
Sensex that the program recommended is adequate for the first year 
of construction. The project will provide a full irrigation water 
supply to 1,320 acres of land and supplemental water to an additional 
6,920 acres. The total estimated cost of the project is $4,420,000, 
of which $4,122,000 is reimbursable. 


: 
{ 
4 
| 
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Hammond project, New Mezxico—The committee recommends 
concurrence in the House program of $500,000 for the initiation of 
construction of the Hammond project in New Mexico. This project, 
the total estimated cost of which is $3,280,000, will provide a full 
irrigation water supply for 3,900 acres of land. Of the total estimated 
cost, $3,174,000, is reimbursable. 

Seedskadee project, Wyoming..—The committee recommends a 

rogram of $1,354,000 for the initiation of construction of the 
Buvkahades project in ee a reduction of $200,000 in the 
program approved by the House for this project. The committee was 
advised by officials of the Bureau that the sum recommended is 
adequate for the first year of construction. This project is located 
on the Green River in southeastern Wyoming and will provide a full 
irrigation water supply to 59,620 acres of land, along with recreational 
and fish and wildlife benefits. Of the total estimated cost of 
$37,885,000, $35,449,000 is reimbursable. 

Transmission division —The committee expects the Bureau to con- 
fer with representatives of the preference customers and the utilities 
serving the Upper Colorado River Basin area in the planning of the 
transmission system to market Colorado River storage project power. 
The committee was assured by the Commissioner of the Bureau that 
when the Bureau has completed its basic studies of the proposed trans- 
mission system, conferences with representatives of these groups will 
be scheduled. 

Operating criteria.—Last year the committee expressed its concern 
over the lack of announced operating criteria for the Glen Canyon 
and Flaming Gorge Reservoirs. The view of the committee on this 
matter has not changed. It is the committee’s understanding that 
the studies by the engineers of the lower basin States and the Bureau 
of Reclamation engineers have been completed; and that the studies 
of the engineers of the upper basin States will be completed in the 
near future. In view of the importance of this matter to the States 
of the upper and lower basin the committee expects the Secretary to 
announce operating criteria for these reservoirs by January 1, 1960. 


ADMINISTRATIVE PROVISIONS 


The committee recommends concurrence in the House provision 
granting the authority to purchase 84 passenger vehicles for the 
replacement of vehicles that meet the standards for replacement 
(over 6 years old, or over 60,000 miles). 


BoNNEVILLE PowEerR ADMINISTRATION 


CONSTRUCTION 
Memaeetiethiet, TGR: nisin din ddnind has bvie tien nue dsnednatadiittets $20, 934, 000 
SNOT QURRURGIOUL | DEIN ciinocemrtncintn'd-g mishap gad aap ath onetime 25, 000, 000 
SECre GO WUNNNO LC otc i be cl mei hn nach chen mies bie 22, 332, 000 
Committee recommendation oo<dcnencdasnensnconesstucnbsonnd 22, 000, 000 


The committee recommends the allowance of an appropriation of 
$22,000,000 for the construction program of the Bonneville Power 
Administration. The program submitted in the justifications in 
support of the budget estimate has been approved with the following 
modifications: 
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Cougar-Eugene transmission facility —The committee recommends 
concurrence in the House allowance of $143,000 for this facility. The 
sum recommended is a reduction of $464,000 in the budget request 
of $607,000 for this facility. The committee was advised that it was 
not essential to proceed with the original program for this facility due 
to delays in the completion schedule of additional generation facilities 
at Cougar Dam. 

Goldendale tie—The committee recommends that funds in the 
amount of $265,000 in the budget estimate for this facility be disal- 
lowed. The committee was advised that this facility could be de- 
ferred, inasmuch as there has been a change in the plan to serve this 
area. Funds in the amount of $317,000 made available for this facility 
in fiscal 1959 are to be applied to other facilities. The action of the 
committee with respect to this facility is in accord with the action of 
the House. 

General system facilities—The committee recommends the allow- 
ance of $2,060,000 for general system facilities. The sum recom- 
mended is an increase of $414,000 over the House allowance and a 
decrease of $153,000 in the budget estimate. 

The program approved by the committee totals $24,118,000, which 
will be financed by the recommended appropriation of $22,000,000, 
the application of $317,000 of prior-year funds made available for the 
Goldendale tie facility and the use of $1,801,000 of accumulated 
a: resulting, in a large part, from recent savings in the purchases 
of steel. 

Harney Electric Cooperative service—The program recommended 
by the committee includes $1,055,000 for the initiation of construction 
of facilities to provide service to the Harney Electric Cooperative. 
In disallowing funds for this facility the House committee stated in 
its report: 


Justification for this line is contingent upon approval of 
a pending REA loan application for additional facilities 
for the co-op, and an increase in the very low load in the area. 


The Administrator of the Rural Electrification Administration an- 
nounced on June 29, 1959, the approval of the application of the 
Harney Electric Cooperative for a loan of $5,100,000 to expand the 
distribution system of the cooperative. 

The committee recommends that Bonneville Power Administration 
= for the future needs of the Klickitat County Public Utility 

istrict of Washington State, and the Wasco Electric Cooperative of 
Oregon for 115,000-volt service in capacities of approximately 100,000 
kilowatts at John Day Dam. Both utilities have service areas and 
facilities adjacent to this project. The committee understands that 
the 115,000-volt service can be obtained by tap arrangements of the 
proposed 230,000-kilovolt transformers at the dam and that these two 
preference customers plan to construct their own transmission lines to 
this point of service. 

The committee further recommends that Bonneville Power Adminis- 
tration reexamine its so-called at-site rate to ascertain whether the 
level of the rate and the conditions attached thereto are realistic. 
The committee is informed that the Administration’s transmission 
costs are approximately $7 per kilowatt. The at-site rate is $14.50 
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er kilowatt-year. The regular postage stamp rate is $17.50 per 
ilowatt-year. The differential between the two is less than Bonne- 
ville’s transmission costs. The committee makes this recommenda- 
tion because of complaints from communities near Federal dam sites 
in the Columbia River system to the effect that they experience a large 
influx of workers while a dam is under construction, with the attendant 
demands for local governmental services, and that once the dam is com- 
pleted they have no way of attracting industry to fill the gap left in 
their economies because the at-site rate, as presently constituted, is 
not attractive. The committee requests Bonneville Power Adminis- 
tration to report to it on this subject prior to the time it considers 
fiscal 1961 appropriations. 


OPERATION AND MAINTENANCE 


Appropriation, 1959 $9, 546, 200 
Budget estimate, 1960 10, 250, 000 
House allowance 10, 250, 000 


10, 250, 000 

The committee recommends concurrence in the House allowance of 
$10,250,000, the operation and maintenance expenses of the Bonne- 
ville Power Administration. 

This program provides for the operation and maintenance of the 
Administration’s high-voltage electric grid system, and for commer- 
cial and administrative expenses in marketing wholesale electric power 
from Federal dams in the Pacific Northwest. 


SOUTHEASTERN PowER ADMINISTRATION 


OPERATION AND MAINTENANCE 


Appropriation, 1959 
Budget estimate, 1960 
House allowance 


The committee recommends concurrence in the House allowance 
of $735,000 for the operation and maintenance expenses of the South- 
eastern Power Administration. 

This agency markets Federal hydroelectric power from 14 Corps of 
Engineers projects in a 10-State area of the Southeast through the 
transmission facilities of non-Federal agencies. 


CONSTRUCTION 


COREA. RUUD. hnniinanss Danas Mie cme dais aibeaid Utgiedimins Goats oe None 
Budget estimate, 1960 $880, 000 
baGeiee GllgWenoe. OL cee Beso, tie eh bbl aio 880, 000 
Committee recommendation 880, 000 


The committee recommends concurrence in the House allowance of 
the budget estimate of $880,000 for the construction program of the 
Southwestern Power Administration. These funds are required for 
the installation of additional transformer capacity at two substations 
and for supplies and equipment required in the operation and main- 
tenance of the Administration’s transmission system. 























46 


PUBLIC WORKS APPROPRIATIONS, 1960 


OPERATION AND MAINTENANCE 
Speewerteiiea, 16006. ik oad CS sb SL ae DAG $1, 031, 250 
Dudes entimates 1000 oo. ai ced itees GHA. cehae wesnees 1, 150, 000 
I ig Lk, tc i ik stig nics oct Rs 1, 150, 000 
ate CEM. UMNCITURT TRACE a cs 5 es th macs cas ming dhe cet 1, 150, 000 


The committee recommends concurrence in the House allowance 
of the budget estimate of $1,150,000 for the operation and maintenance 
expenses of the Southwestern Power Administration. 

This program provides for the operation and maintenance of the 
Administration’s transmission system consisting of over 1,100 miles 
of transmission lines and 14 substations and for the expenses of 
marketing power developed at Corps of Engineer dams in four of the 
Southwestern States. 

CONTINUING FUND 


(Limitation on the use of receipts) 


A i a a lca $4, 405, 000 
SI INR, I nie aoe materia 5, 000, 000 
Rene nee oe 8S Sash Le soba eae ew anee cue 5, 000, 000 
Committee recommendation. . 22. be sk Se Lee Set lus 5, 000, 000 


The committee recommends concurrence in the House provision 
authorizing the use of $5,000,000, as requested in the budget, of the 
receipts from the sale of power and energy for the purchase of power 
and energy and rental of transmission facilities. 


TITLE III—INDEPENDENT OFFICES 
TENNESSEE VALLEY AUTHORITY 


PAYMENT TO THE TENNESSEE VALLEY AUTHORITY FUND 


moeronrention: 1060. -: <5 ewcccssswccesewcccewss lid $16, 850, 000 
80> ~~ 8 i ooh Be hh An Man's 1 0 Beek ee 15, 286, 000 
II ck no eee ee eee 15, 286, 000 
Committee recommendation____..._._-____-_-__-_-_- 16, 286, 000 


The committee agrees with the House allowance of $15,286,000 to 
provide the full amount of the budget estimate for appropriations to 
cover acquisition of assets and expenses in the programs for navigation 
and flood control, for fertilizer, agricultural and munitions, and for 
general service activities, as well as the expenses of the watershed 
protection and improvement program. 

The committee is advised that a request for $8,000,000 to start 
construction of the Melton Hill multipurpose dam and reservoir, with 
navigation lock and powerhouse section, was denied by the Bureau of 
the Budget. The committee believes that this hydroelectric power 
and navigation facility should be started as soon as practicable, and 
since the funds for such a multipurpose facility must be provided by 
appropriations, the committee recommends the addition of $1,000,000 
in order to complete design and planning work and to start land 
acquisition. The total amount recommended is $16,286,000. 
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Calendar No. 484 


86TH CONGRESS t SENATE REPORT 
1st Session No. 487 


INTER-AMERICAN DEVELOPMENT BANK ACT 
Juty 8, 1959.—Ordered to be printed 


Mr. Fuusricat, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany S. 1928} 


The Committee on Foreign Relations, to whom was referred the 
bill (S. 1928) to provide for the participation of the United States in 
the Inter-American Development Bank, having considered the same, 
report it favorably with amendments, and recommend that, as 
amended, it do pass. 


1. MAIN PURPOSE OF THE BILL 


This bill provides for acceptance by the United States of the agree- 
ment establishing the Inter-American Development Bank (hereinafter 
referred to respectively as the ‘‘agreement”’ and the ‘“ Bank’’), which 
was signed on April 9, 1959, in Washington by representatives of 21 
American Republics. In addition to providing for U.S. membership 
in the Bank, the bill authorizes appropriations by Congress totaling 
$450 million without fiscal year limitation. Of this sum, $350 million 
would be used to purchase 35,000 shares of capital stock (with a par 
value of $10,000 each), while the remainder would pay the U.S. 
subscription to a Fund for Special Operations set up within the Bank. 


2. BACKGROUND 


The Latin American countries have long been interested in creating, 
with the assistance and participation of the United States, a financial 
institution specifically responsive to their need for economic develop- 
ment and expanded mutual cooperation on the most rational possible 
basis. This interest has markedly grown during the last few years, 
along with a spreading belief that the United States has been too 
preoccupied with the cold war problems to give adequate attention 
to its traditional good neighbor policy toward Latin America. The 
announcement in mid-1958 that the U.S. Government was ready 
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to consider establishment of an inter-American financial institution 
was therefore especially welcome to Latin Americans who were con- 
cerned about the misinterpretations of U.S. policy actions current in 
their countries. 

Following a meeting of the foreign ministers of the 21 republics con- 
voked in Washington by the United States last September, the Inter- 
American Economic and Social Council created a specialized com- 
mittee representing all 21 countries in order to negotiate an agreement 
for the envisaged institution. Executive branch agencies were 
broadly represented in the U.S. delegation to the negotiating com- 
mittee, which completed its work during the first 3 months of this 
year. The resulting agreement has been submitted to the 21 govern- 
ments for acceptance or ratification in accordance with the laws of 
each. Membership is open to all participants in the Organization of 
American States, and all in fact have signed the agreement. The 
agreement will enter into force and Bank operations will commence 
upon ratification or acceptance by countries whose subscriptions make 
up not less than 85 percent of the total quotas; it is hoped that such 
will have been the case by the end of 1959. 

The Bank’s primary aim will be to accelerate the economic develop- 
ment of its members, both on an individual and a collective basis. 
In working toward that goal, the Bank will promote the investment 
of public and private development capital, use its own and other 
available resources for financing economic growth, encourage private 
investment and supplement it where necessary, cooperate in fosterin 
the orderly growth of foreign trade, and provide advice and technica 
assistance for the preparation, financing, and implementation of de- 
velopment plans and projects. There is full recognition in the agree- 
ment of the vital roles of private investment and of public lendin 
institutions such as the Export-Import Bank and the Internationa 
Bank for Reconstruction and Development (hereinafter referred to as 
the “IBRD’”’). The Bank is directed to cooperate to the maximum 
extent with these private and public sources of development capital. 

Two features of the Bank’s operations which are particularly 
responsive to the needs of the Latin American countries differentiate 
these operations in extent, if not in kind, from those of the above- 
mentioned existing institutions. The first concerns the degree of 
participation by the Latin American countries. Together they will 
make a larger financial contribution to the Bank than will the United 
States, and their voting power, and consequent responsibility, will re- 
flect that majority role. The second feature, which deserves special 
emphasis, is the provision for technical assistance. Under this head- 
ing, the Bank can assist in the preparation and execution of develop- 
ment plans and projects, and it can provide specialized training for 
personnel concerned with development activities. This type of 
educational function has been very successfully performed by the 
IBRD and the International Monetary Fund on a global basis. Here 
it will be applied in a specific region on a scale a great deal larger than 
has been possible under existing conditions. It is anticipated that 
such advice and assistance will make a maximum contribution to the 
economic development of member countries in accordance with sound 
business principles and a high degree of fiscal responsibility. 

At this point it should be noted that the Bank is closely patterned 
upon the organization and procedures of the IBRD, which has a 
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well-deserved reputation for efficient and successful service to the 
free world. Also, the language of this bill conforms in almost all 
respects to the Bretton Woods Agreements Act providing for U.S. 
participation in the IBRD and the International Monetary Fund. 
The bill makes similar provisions for marketing of Bank securities 
in the United States, giving the Bank necessary immunities under 
American law, establishing procedure for dealing with possible legal 
disputes in U.S. courts, and for coordination of U.S. activities through 
the National Advisory Council. 


8. FINANCIAL PROVISIONS 


The proposed total resources of the Bank amount to $1 billion 
(the U.S. share being $450 million), in terms of U.S. dollars of the 
weight and fineness in effect on January 1, 1959. Within a period 
of 60 days from the date of a member’s payment, the Bank will 
determine whether there must be an adjustment through the provi- 
sion of additional sums to make any such payment equivalent to the 
standard described above. Moreover, the currency holdings of the 
Bank derived from members’ payments will be maintained at the 
same standard of value. Of the $1 billion total resources, $850 mil- 
lion will comprise the Bank’s authorized capital stock, and $150 mil- 
lion will constitute the initial resources of the Fund for Special 
Operations (hereinafter referred to as the ‘Fund’’). 

With respect to the Bank’s ordinary operations, the U.S. subscrip- 
tion of 35,000 shares of stock (representing $350 million) will amount 
to about 41 percent of the total 85,000 shares; the same approximate 
percentage will apply to this country’s voting power in Bank opera- 
tions as a whole. The proposed subscriptions of other members, 
totaling $500 million, are based on their quotas in the International 
Monetary Fund. 

Of the $850 million capital stock, $400 million is to be paid in (of 
which the U.S. share is $150 million), while $450 million will be a 
callable portion (the U.S. share being $200 million) to back borrowings 
or guarantees made by the Bank. Half of the paid-in $400 million 
must be in the form of gold or dollars—or any combination of the 
two—and half in national currency. No gold payment will necessarily 
be required of the United States, and 50 percent of the dollars it is to 
pay in will be considered “national currency,” a term which connotes 
the possibility of some slight restriction on its utilization. An install- 
ment arrangement for the paid-in subscriptions provides that there 
will be payment of a first portion equaling 20 percent payable upon 
acceptance of membership and not later than September 30, 1960, a 
second portion (40 percent) no sooner than a year after that Septem- 
ber date, and a final installment of 40 percent on a date specified by 
the Bank on or after September 30, 1962. Except in case of a waiver 
by a three-fourths majority vote, the second and third installments 
will not become due unless 90 percent of the prior installments owed 
by the members have been paid, and obligations to the Fund have 
been met. All installments vill be composed of gold or dollars and 
of national currency in equil portions. The first U.S. payment will 
be $30 million and the second and third $60 million each. 

The sum of $150 million for the special Fund is all to be paid in, 
and $100 million of it will be the U.S. share. The other provisions 
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described in connection with payments toward the regular operations 
will also apply to the Fund. However, the first installment will be 
50 percent, payable on acceptance of membership but no later than 
September 30, 1960. The balance will be paid in one or more install- 
ments not earlier than 1 year after the Bank has begun operations 
and not later than the date on which the last paid-in capital stock 
installment becomes due. 


Resources of the Inter-American Development Bank 
{In millions of U.S. dollars] 








United Latin 
States American Total 
countries 
Bank capital: 
Paid in (in 3 instal] ments): 
NS on nc ccckdgne ecnueiesersabondanes 75 125 200 
PEE GUEEOES c dacaicctscnnatosebactcosecstnmdee 75 125 200 
150 250 400 
SIL ndunhnabcibdacnecsibnccangantcadbmanendiaatnmbane 200 250 450 
PITTI inc conc ah srs Sap iecodeigeete heinasaden tesla alae iaaeaigecheaiiesPaclgibial 350 500 850 
PORN GOD) ssi cidinceceidcusscscddiastbadawneen 41.2 58.8 100 
Funds for Special Operations (in 2 or more installments): 
OO OR os iin cnciinmdnniadacadinbbatsidéenbiniian 50 25 75 
SII HIIIIIIIIE «tin ianentpiacseedionendceiiaiamiaiieaaieiaapati 50 25 75 
NO i scrssevaceieneccnieethihdshalesenmes cick deicessmcciieipebiit es leaned 100 50 150 
Total (Bank capital and Fund for Special Operations) .. 450 550 1,000 


In terms of all the foregoing provisions, the United States would be 
obligated to provide resources totaling $280 million upon acceptance 
of membership and no later than September 30, 1960. Of this sum, 
$30 million would represent the first installment of paid-in capital for 
ordinary operations, $50 million would be the initial payment to the 
Fund, and $200 million would constitute the callable capital, or guar- 
antee fund. 

In addition to general provisions for future increases in the 
Bank’s capital, the agreement specifically provides for a $500 million 
increase in callable capital, which in effect could not occur before 1962 
and would require approval by a three-fourths majority of the total 
voting power of the member countries. The same proportionate vote 
would be required for additional contributions by the members to the 
resources of the Fund, for which no specific provision is made. The 
approval of Congress is required under S. 1928 before any such 
increased U.S. subscriptions could be made. 


4. OPERATIONS OF THE BANK 


The ordinary operations of the Bank will be kept entirely distinct 
and separate from those of the special Fund, and for the most part 
will reflect IBRD practices. Thus, for these operations, the Bank 
will both use its own resources and place considerable emphasis 
upon raising funds in private capital rit seve against the $450 million 
in callable capital. Also, loans, which may be made to member 
countries, their political subdivisions, or private enterprises—whether 
individually or in some regional grouping—must be repaid in the 
currency lent. The Bank will determine conditions and terms, 
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such as interest rates and amortization schedules, at the time a loan 
is made; ordinarily it will charge a 1-percent commission on all 
loans. However, unlike the comparable IBRD procedure, it is 
optional for the Bank to require a guarantee from the member govern- 
ment for a loan to a private concern in its country. Foreign currency 
loans will primarily be made to cover foreign exchange costs of a 
Bank-financed project. ‘To the extent that the Bank provides 
financing for a project’s local currency costs, such sums normally will 
be met from a member’s “national currency” subscription payment, 
but in certain cases the Bank may use gold or foreign currencies to 
cover a portion of the local costs, especially if the project indirectly 
increases the borrowing country’s need for foreign exchange. 

While the special operations of the Fund generally will be governed 
by the same provisions, loans from the Fund may be repaid partially 
or wholly in the currency of the borrower, rather than in the currency 
lent. At the same time, local currencies received as loan repayments 
or on quota account may be used by the Fund to purchase goods and 
services in the country concerned in connection with projects in other 
countries. U.S. approval will be needed for all loans by the Fund, 
since a two-thirds affirmative vote by the members is required for 


these special operations, and the U.S. voting power is about 40 percent 
of the total. 


5. ADMINISTRATIVE AND OTHER PROVISIONS 


A Board of Governors will be the final authority in the administra- 
tion of the Bank, and each member country will appoint a Governor 
and an alternate for terms of 5 years. Among the powers of the 
Governors are the admission or suspension of members, changes in 
the capital stock, distribution of dividends, and election of the Presi- 
dent of the Bank. 

Under the Governors will be a Board of seven Executive Directors, 
of whom one will be appointed by the United States and six elected 
by the Governors of the other members through a complex system 
designed to given representation both to small and large countries and 
to the various Latin American regions. The Directors will have 3-year 
terms and will be responsible for the conduct of Bank operations; the 
Board will be in continuous session in Washington. 

The President of the Bank will hold office for 5 years. He will be 
elected by an absolute majority of the total number of Governors, 
with not less than a majority of the total voting power of the member 
countries. Upon his recommendation, the Executive Directors will 
appoint an Executive Vice President. 

A member country may at any time withdraw from membership, 
and its withdrawal will become effective 6 months after delivery of 
notice. Upon accepting the agreement, each member must pay one- 
tenth of 1 percent of the price of its shares in gold or dollars; any 

ayment made will be returned if a sufficient number of countries 
ail to ratify. 
6. COMMITTEE ACTION 


On May 11, 1959, the Senate received a message from the President 
of the United States in which he submitted to the Congress the agree- 
ment for the establishment of the Inter-American Development Bank. 
The President urged the Congress to enact legislation authorizing him 
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to accept U.S. membership in the Bank, and to assume the financial 
obligations described in the agreement. This step was strongly 
recommended by the National Advisory Council on International 
Monetary and Financial Problems in a special report which the 
President simultaneously transmitted to the Congress. The Presi- 
dent’s message and the special report are printed as House Document 
133. By request, Senator Fulbright on May 13, 1959, introduced 
S. 1928, which embx odied the recommendations of the administration. 
The President’s message and the bill were both referred to the Com- 
mittee on Foreign Rel: ations. 

The committee held public hearings on June 23. Mr. T. Graydon 
Upton, Assistant Secretary of the Treasury, appeared on behalf of 
the Treasury Department and for Secretary Robert B. Anderson in 
favor of the bill. Under Secretary of State C. Douglas Dillon con- 
tinued the administration’s case for S. 1928. The only non-Govern- 
ment witness was Mr. Walter Harnischfeger, who represented an 
organization named the Citizens Foreign Aid Committee as opposed 
to the bill. A statement in support “of the measure was received 
from a representative of the U.S. Council of the International Cham- 
ber of Commerce, Inc. 

In executive session on June 30, the committee ordered the bill 
reported favorably with two amendments. 


7. AMENDMENTS 


During the course of the committee’s consideration of S. 1928, two 
minor amendments were proposed and adopted The first, which 
appears in section 7(a) of the bill, corrects a drafting error by deleting 
the words “to the President,” in two places. The second amendment, 
which appears in section 5, is largely of a technical character. It 
adds a new proviso, reading as follows: “or (d) make a loan or provide 
other financing to the Bank, except that loans or other financing may 
be provided to the Bank by a U.S. agency created pursuant to an 
Act of Congress which is authorized by law to make loans or provide 
other financing to international organizations.” The first clause repro- 
duces the language of the Bretton Woods Agreements Act and tight- 
ens congressional control over U.S. financing of the Bank; the excepting 
clause is designed to avoid any possible future discrimination against 
the Bank in relation to other international organizations. 


8. CONCLUSIONS 


The Committee on Foreign Relations has long recognized the pri- 
mary role of private capital in economic development abroad, and not 
least in Latin America. At the same time, the committee is well 
aware that certain basic economic facilities, which can only be financed 
with public resources, are prerequisite to the expanded foreign trade 
which encourages the flow of additional private investment. It also 
realizes how essential sound planning and fiscal responsibility are to 
the proper development of such basic facilities. The committee be- 
lieves that the proposed Inter-American Development Bank is de- 
signed with these considerations fully in mind. The Bank will both 
utilize its own resources and raise funds in private capital markets; 
it will provide the technical assistance and promote the broad mutual 
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cooperation required for efficient planning and implementation of 
development projects. The fact that its structure and ordinary opera- 
tions are closely patterned upon those of the IBRD promotes confi- 
dence that its objectives will be achieved. The relatively small 
special Fund should give much-needed flexibility to the Bank in carry- 
ing out those objectives. 

An equally important aspect of the creation of this Bank is its 
contribution to even closer ties between the United States and its 
southern neighbors. In accepting membership, this country will dis- 
play its unflagging concern for the well-being of the Latin American 
peoples, and its interest in the expansion of mutually profitable trade 
relations. For their part, the Latin American countries are prepared 
to take the major role in cooperating with the United States through 
an organization designed to promote common hemispheric interests. 

The committee urges the Senate to enact S. 1928. 


O 
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86TH CONGRESS } SENATE | REPORT 
1st Session No. 488 





ADJUSTING THE PAY OF CERTAIN EXECUTIVE 
POSITIONS 


Juty 9, 1959.—Ordered to be}printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


(To accompany 8S. 1845] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 1845) to amend title 35 of the United States Code 
relating to patents, having considered the same, report favorably 
thereon with amendments and recommend that the bill, as amended, 
do pass. 

AMENDMENTS 


The committee amendments provide a new and more appropriate 
title for the bill and strike out all of the bill after the enacting clause 
and substitute in lieu thereof a new text which appears in the reported 
bill in italic type. 

PURPOSE 


The purpose of S. 1845, as reported, is to provide: an increase in 
the compensation of the examiners-in-chief and the designated 
examiners-in-chief in the Patent Office in the Department of Com- 
merce who are appointed to or designated to serve as members of 
the Board of Appeals; increases in the compensation of the three 
Administrative Assistant Secretaries in the Departments of Agri- 
culture, Labor, and Commerce, respectively, and one Administrative 
Assistant Attorney General in the Department of Justice; and, an 
increase from GS-16 to GS-17 of three positions in the Bureau of 
Prisons. 

JUSTIFICATION 


(a) Examiners-in-chief and designated examiners-in-chief in the Patent 
Office 
Presently, the salaries of these positions are fixed in accordance 


with the Classification Act of 1949, as amended, and are in grade 
GS-15, $12,770 to $13,970. The bill, as amended, would permit the 
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fixing of rates of pay at not in excess of the top of grade GS-17 which 
at the present time is $16,335. 

In the official request for this action which was approved by the 
Bureau of the Budget, the following table listing the top-level posi- 
tions in the order of relative importance o. their duties and responsi- 
bilities was submitted to show the inequity to be corrected: 


COST TT RUB 6. oncansdutécanGonsususadbhacowesweerad $20, 000 
Bs UTE © ORSINI ois i etna sd erin mica Seale hea coed eee 17, 500 
Beamisemith Gib i.) - dp wknd cheek bn dokobschbbaswtlLeoed 13, 970 
PN ice as cciciniduccnd knw dasa e ee daeuaueeae neue uemues 15, 150 
TE TRANG TOOOONEER «nous coe Socket eek sdekucas Se ckbucusnks 15, 615 


1 To be increased by the bill to not to exceed $1',335. 


The Board of Appeals is comprised of not to exceed 15 examiners 
in chief, who are appointed by the President, by and with the advice 
and consent of the Senate. In addition to the regular examiners in 
chief, a number of designated examiners in chief perform the functions 
of the Board of Appeals. Both the regular and designated examiners 
in chief are covered by the bill. 

The committee believes that-in the interest of equity the adjustment 
provided by the bill is necessary and proper. 


(6) Administrative Assistant Secretaries 
Administrative Assistant Attorney General 

Traditionally, these positions have ranked just below Assistant 
Secretaries in the matter of pay. When Assistant Secretaries received 
$15,000 the pay of these positions was fixed at $14,000 a part of the 
time and at $14,800 the remainder of the time. The Executive Pay 
Act of 1956 increased the compensation of Assistant Secretaries to 
$20,000 but did not adjust the pay of these positions in a manner to 
maintain the standing relationship between the two categories of posi- 
tions. This bill would reinstate that relationship by taising the pay 
of these positions to $19,000 as compared to $20,000 for Assistant 
Secretaries. 

Although the position of Administrative Assistant Secretary of 
Interior is included in the language of the bill, it would have no effect 
on the salary of this position because Public Law 85-167, section 205, 
of August 26, 1957. increased the compensation of this position to 
$19,000. 

(c) Bureau of Prisons 


The bill would authorize an increase in the compensation of three 
positions in the Bureau of Prisons from GS-16 to GS-17. The posi- 
tions are those of the three Assistant Directors of the Bureau of Pris- 
ons. The adjustment authorized by the bill is necessary to maintain 
a proper salary alinement of the top positions within the Bureau. 











| 


ADJUSTING PAY OF CERTAIN EXECUTIVE POSITIONS 3 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of Rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 202 or THE CLAssiFICATION Act oF 1949, as AMENDED 
+ ok K ” * * * 


Sec. 202. This Act (except title XII) shall not apply to: 


* * * * * 


(84) examiners-in-chief and designated examiners-in-chief in the 
Patent Office in the Department of Commerce. 


Section 3 or Tirte 35, Unirep States Cops 


§ 3. Officers and employees 


A Commissioner of Patents, one first assistant commissioner, two 
assistant commissioners, and not more than fifteen examiners-in-chief 
shall be appointed by the President, by and with the advice and 
consent of the Senate. ‘The assistant commissioners shall perform 
the duties pertaining to the office of commissioner assigned to them 
by the Commissioner. The first assistant commissioner, or, in the 
event of a vacancy in that office, the assistant commissioner senior in 
date of appointment, shall fill the office of Commissioner during a 
vacancy in that office until a Commissioner is appointed and takes 
office. The Secretary of Commerce, upon the nomination of the 
Commissioner in accordance with law, shall appoint all other officers 
and employees. The Secretary of Commerce is authorized to fix the 
rates of basic compensation of examiners-in-chief and designated 
examiners-in-chief in the Patent Office, at per annum rates not in excess 
of the maximum scheduled per annum rate of compensation provided for 
positions in grade 17 of the General Schedule under the Classification 
Act of 1949, as amended. 

The Secretary of Commerce may vest in himself the functions of 
the Patent Office and its officers and employees specified in this 
title and may from time to time authorize their performance by any 
other officer or employee. 

The annual rate of compensation of the Commissioner shall be 
$20,000. 


Section 505 oF THE CLASSIFICATION Act oF 1949, as AMENDED 


Szc. 505. * * * 
x * * * * » * 
(j) The Attorney General is authorized to place a total of three positions 
in the Bureau of Prisons in grade 17 of the General Schedule. Such 


positions shall be in addition to the number of positions authorized to be 
placed in such grade by subsection (6). 


O 
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STATE-GUARANTEED REAL ESTATE LOANS MADE BY 
NATIONAL BANKS 


JuLy 13, 1959.—Ordered to be printed 


Mr. Musxiz, from the Committee on Banking and Currency, sub- 
mitted the following 


REPORT 


[To accompany S. 1173] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 1173) to amend section 24 of the Federal Reserve Act to 
exempt real estate loans guaranteed by States from its provisions, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize national banks to make real 
estate loans guaranteed by the faith and credit of a State, without 
regard to the restrictions imposed by section 24 of the Federal Re- 
serve Act on the terms of individual real estate loans. This will 
enable national banks to make loans for industrial development pro- 
jects where the applicable State law provides that the State or a State 
agency can pledge the State’s faith and credit to meet the obligation. 


GENERAL STATEMENT 


Section 24 of the Federal Reserve Act authorizes national banks to 
make real estate loans secured by first liens on improved real estate. 
Two types of limitations are imposed on such real estate loans. First, 
the amount of the loan on an individual piece of real estate may not 
exceed specified percentages of the appraised value of the real estate 
and the duration of the loan may not exceed specified periods (50 
percent of the appraised value, up to 5 years; or 66% percent, up to 
10 years, if 40 percent amortized; or 66% percent, up to 20 years, if 
fully amortized). These limitations are based on the need to provide 
assurance against loss to the bank on the individual loan. Second, 
a limitation is imposed on the aggregate amount of real estate loans 
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which a bank may make (not more than the amount of its capital 
stock paid in and unimpaired plus the amount of its unimpaired 
surplus fund, or 60 percent of its time and savings deposits, whichever 
is greater). These limitations are imposed in order to assure the 
bank’s liquidity. 

The limitations applicable to individual loans, designed to protect 
the bank against loss on the individual loan, are waived in the case 
of real estate loans which are insured under title II, title VI, title 
VIII, section 8 of title I, or title [IX of the National Housing Act, 
or which are insured under title I of the Bankhead-Jones Farm Tenant 
Act, or which are insured under the act of August 28, 1937, which 
relates to water storage and utilization facilities, or for veterans’ 
loans guaranteed under the Servicemen’s Readjustment Act of 1944, 
Clearly, a bank may make a real estate loan without risk of loss, 
regardless of the percentage of the appraised value of the real estate 
involved or the duration of the loan, if the Federal Government insures 
the loan. An exemption is not provided, however, with respect to 
these federally insured loans, from the limitations of section 24 on the 
aggregate amount of real estate loans, because the assurance against 
loss provided by Federal guarantee of a loan does not assure the bank’s 
liquidity. 

The committee has been advised that the Maine Industrial Build- 
ing Authority and the Rhode Island Industrial Building Authority 
have authority to guarantee loans on industrial properties up to 90 
percent of their cost, and that the faith and credit of the respective 
States are pledged to meet the obligations of their building authori- 
ties. Section 24, however, prevents national banks from participating 
in these loans, except within the restrictions imposed by that section. 

These State industrial building authorities are considered by their 
sponsors as important instruments for the development and progress 
of the economies of those States. The banks of these States are 
ready and willing to participate in the projects sponsored by these 
authorities. State banks can do so, because section 24 of the Federal 
Reserve Act applies only to national banks. There is no reason for a 
restriction which prevents national banks from taking their part in 
these programs too. 

S. 1173 would amend section 24 of the Federal Reserve Act so as to 
exempt, from the limitations applicable to individual loans, those real 
estate loans which are 100 percent guaranteed or insured by a State 
or by a State authority for the payment of whose obligations the faith 
and credit of the State is pledged. These State-guaranteed loans 
would thereby be placed in the same position as loans guaranteed 
under the National Housing Act and other Federal programs. How- 
ever, the limitations imposed by section 24 of the Federal Reserve 
Act on the aggregate amount of real estate loans which a bank might 
make, which are important from the point of view of the bank’s 
liquidity, would not be waived by S. 1173. 

The amendment which would be made by S. 1173 is not, of course, 
limited to the two industrial building authorities mentioned above. 
It may be expected that other authorities of this sort will be created 
by other States, if these prove effective. And the amendment is not 
limited to loans guaranteed by authorities of this sort. The amend- 
ment covers all real estate loans which are 100 percent guaranteed by 
a State or by a State agency for whose obligations the State’s faith 
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and credit is pledged. Since the only purpose of the restriction which 
is being waived is to prevent the bank from loss on the individual 
loan, and since a guarantee by a State is ample assurance against loss 
on the loan, there ‘s no need to limit the scope of the exception, so 
long as the faith and credit of a State is behind the loan. 

The Federal Reserve Board and the Federal Deposit Insurance 
Corporation have recommended enactment of S. 1173, and the Treas- 
ury Department has advised that it has no objection to its enactment. 
The Governor of the State of Maine and the chairman of the Rhode 
Island Industrial Building Authority have recommended enactment 
of S. 1173. Letters from the agencies and from the Governor of the 
State of Maine and the Rhode Island Industrial Building Authority 
in support of S. 1173 are printed at the end of this report. 


COMMITTEE AMENDMENTS 


The committee has made three amendments to the bill, which were 
recommended by the Federal Reserve Board and approved by the 
Treasury Department and the Federal Deposit Insurance Corporation. 

The first amendment, deleting the words “and shall not apply to 
real estate loans” and substituting the word “‘or’ is merely an editorial 
change to obviate duplication of words already in the statute. 

The second amendment substitutes the word loan” for the word 
“mortgage” in the proviso requiring that under the terms of the 
guarantee, the bank will be assured of repayment in accordance with 
the terms of the loan. Ordinarily, the mortgage itself does not con- 
tain the terms of the loan, which usually are contained in the note or 
bond which is secured by the mortgage or trust deed. 

The title of the bill is amended to specify that the only restrictions 
which are waived for State guaranteed loans are the restrictions appli- 
cable to individual loans. The restrictions contained in section 24 on 
the aggregate amount of real estate loans which a bank may make are 
not waived. 


Boarp oF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
Washington, March 25, 1959. 
Hon. A. Wituis Ropertson, 
Chairman, Committee on Banking and Currency, 
U.S. Senate, Washington, D.C. 


Dear Mr. CuartrMan: This is in response to your two letters of 
February 27, 1959, requesting reports by the Board of Governors on 
S. 1173, a bill to amend section 24 of the Federal Reserve Act to exempt 
real estate loans guaranteed by States from its provisions, and S. 1174, 
a bill to amend section 24 of the Federal Reserve Act to provide that 
the existing restrictions on the amount and maturity of real estate 
loans made by national banks shall not apply to certain loans which 
are guaranteed or insured by a State or a State authority. Since 
these two bills are similar in their purposes and effect, the comments 
offered by the Board in this report will apply to both bills unless 
otherwise indicated. 

S. 1173 is identical with the bill S. 3561, introduced in the 85th Con- 
gress, with respect to which the Board reported to the Senate Banking 
and Currency Committee by letter dated April 17, 1958. In that 
report the Board expressed its views substantially as follows. 
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The third sentence of section 24 of the Federal Reserve Act places 
maximum limits upon (1) the maturity of loans by national banks 
upon the security of real estate and (2) the amount that may be lent 
in relation to the appraised value of real estate securities. S. 1173 
would exempt from these limits real estate loans which are 100 per- 
centum guaranteed or insured by a State or by a State authority for 
the payment of the obligations of which the faith and credit of the 
State is pledged. 

The provisions of the third sentence of section 24 are designed to 
prevent national banks from making real estate loans that might 
involve an undue risk of loss. Where a loan is supported by the credit 
of a State there would not appear to be any significant risk even if 
the loan is for a period exceeding the maximum prescribed in section 24 
or for a larger percentage of the value of the real estate security than 
would be permissible under that section. Accordingly, the Board of 
Governors favors the objective embodied in S. 1173. 

The fourth sentence of section 24 prescribes limitations upon the 
aggregate amount of real estate loans that may be made by a national 
bank. One purpose of these provisions is to help safeguard national 
banks’ liquidity. The backing of a State would not necessarily assure 
the liquidity of a long-term real estate loan but that question does 
not arise under either S. 1173 or S. 1174, since the aggregate limita- 
tions would not be affected thereby. However, the title of S. 1173 
would suggest that the loans of the kind described are to be exempt 
from all provisions of section 24. Accordingly, if your committee is 
inclined to approve S. 1174 rather than S. 1173, you may consider it 
advisable to substitute the title of S. 1174 for the present title of 
S. 1173 since the title of S. 1174 clearly limits the application of the 
bill to the existing restrictions on the amount and maturity of real 
estate loans made by national banks. 

It has been noted that S. 1174 differs from S. 1173 in two respects. 
S. 1173 makes it clear that the amendment to section 24 applies to 
real estate loans which are 100 percent guaranteed and also contains 
the proviso that under the terms of the guarantee or insurance agree- 
ment, the national bank will be assured of repayment in accordance 
with the terms of the mortgage. The Board considers that in these 
two respects the language of S. 1173 is preferable to that of S. 1174. 

It might also be desirable for the sake of clarity and uniformity 
(1) to substitute the word “or” for the words ‘‘and shall not apply 
to real estate loans” in the body of the bills and (2) to substitute the 
word “loan” for the word “mortgage” at the end of the proviso in 
S. 1173. 

Sincerely yours, 
C. Cansy Baupsrrston, Vice Chairman. 


FreperaAL Deposit INSURANCE CORPORATION, 
Washington, April 24, 1959. 

Hon. A. Wituis Ropertson, 
Chairman, Committee on Banking and Currency, 
U.S. Senate, Washington, D.C. 

Drar Senator Ropertson: We have your request for our views on 
S. 1173, a bill which would exempt real estate loans which are 100 
percent guaranteed or insured by a State or by a State authority 
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from the limitations and restrictions on real estate loans by national 
banks other than the limitation on total real estate loans. 

It is our view that the proposed bill is in accord with sound 
banking practices, and that its enactment would be in the public 
interest. Accordingly, the Corporation recommends the enactment 
of this bill. 

We have been advised by the Bureau of the Budget that it has no 
objection to the submission of this report. 

Sincerely yours, 
Jesse P. Woxcort, Chairman. 





FrepreraL Deposit INsuRANCE CORPORATION, 
Washington, July 10, 1959. 

Re S. 1173 

Hon. A. Wituis Rosertson, 

Chairman, Committee on Banking and Currency, 

U.S. Senate, Washington, D.C. 


Dear SENATOR Rosertson: Under date of April 24, we advised 
you that the enactment of S. 1173, or a companion bill, S. 1174, both 
met with the approval of the Corporation. However, we stated we 
preferred the language of S. 1173. 

We are advised that you have received a communication from the 
Board of Governors of the Federal Reserve System approving the 
S. 1173, but suggesting the title be changed to correspond with the 
title of S. 1174. Likewise, the Board has suggested two language 
changes in the bill: (1) the substitution of the word ‘or’ for the 
words ‘“‘and shall not apply to real estate loans” and (2) the substitu- 
tion of the word “loan” for the word “mortgage” at the end of the 
proviso. 

For the purposes of clarity and uniformity, we would endorse the 
changes above mentioned. Further, we recommend the enactment 
of S. 1173 containing the proposed amendments. 

Sincerely yours, 
Jesse P. Wotucort, Chairman. 





TREASURY DEPARTMENT, 
April 22, 1959. 

Hon. A. Wiiu1s Rosertson, 

Chairman, Committee on Banking and Currency, 

U.S. Senate, Washington, D.C. 

My Dear Mr. CuairmMan: Reference is made to your letters of 
February 27, 1959, in which you request the views of this Depart- 
ment on S. 1173, a bill to amend section 24 of the Federal Reserve 
Act to exempt real estate loans guaranteed by States from its pro- 
visions, and S. 1174, a bill to amend section 24 of the Federal Reserve 
Act to provide that the existing restrictions on the amount and 
maturity of real estate loans made by national banks shall not apply 
to certain loans which are guaranteed or insured by a State or a 
State authority. 

S. 1173 would amend section 24 of the Federal Reserve Act so es 
to exempt from the restrictions and limitations contained in that 


59004°—59_ S. Rept., 86-1. vol. 4- 28 














6 STATE-GUARANTEED REAL ESTATE LOANS 


section with respect to appraisal and maturity requirements, loans 
100 percent guaranteed or insured by a State or State authority for 
the payment of the obligations of which the faith and credit of the 
State is pledged: provided, that under the terms of the guarantee 
or insurance agreement the association will be assured of repayment 
in accordance with the terms of the loan. S. 1174 would amend sec- 
tion 24 of the Federal Reserve Act so as to exempt from the restrictions 
and limitations contained in that section with respect to appraisal 
and maturity requirements, loans guaranteed or insured by a State 
or a State authority for the payment of the obligations of which the 
faith and credit of the State is pledged. 

The two bills appear to be designed to accomplish the same result, 
although S. 1174 does not specifically require that the loans be 100 
percent guaranteed, and omits the proviso contained in S. 1173. 
Thus, it appears that if S. 1173 is enacted, there will be no need to 
enact S. 1174. The purpose of S. 1173 is to permit national banks 
in the State of Maine to participate in real estate loans insured by 
the Maine Industrial Building Authority. Such loans will be made 
to construct industrial projects, and under the Maine statute such 
loans may be made up to 90 percent of the cost of the projects, in 
amounts up to $1 million, and with maturities of up to 25 years, 
Such loans may be insured by the Maine Industrial Building Author- 
ity. The faith and credit of the State of Maine is pledged to meet 
the obligations of the building authority. The Maine statute specifi- 
cally authorizes the Governor and the council to transfer to the au- 
thority from the State contingent account or from the proceeds of 
bonds which may be insured by the State up to $20 million, amounts 
necessary to meet the obligations of the mortgage insurance fund. 

Since, in order to qualify for exemption from section 24 under the 
proposed legislation, the guarantee or insurance required will have 
to be, in effect, the equivalent of general obligations of the State 
involved, this Department has no objection to the enactment of 
S. 1173. We would not favor enactment of S. 1174. 

The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to your 
committee. 

Very truly yours, 
LauRENCE B. Rossins, 
Acting Secretary of the Treasury. 





——- 





TREASURY DEPARTMENT, 
July 8, 1959. 
Hon. A. Wituis Rospertson, 
Cone mets Banking and Currency Committee, U.S. Senate, Washington, 
D.C. 


My Dear Senator Ropertson: Reference is made to S. 1173, a 
bill to amend section 24 of the Federal Reserve Act, which is now 
pending before your committee. It has come to our attention that 
the Board of Governors of the Federal Reserve System has recom- 
mended three changes in this proposed legislation, one being a change 
in its title, and the other two being minor changes of a clarifying 
nature. 
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The purpose of this letter is to advise you that this Department is 
in agreement with the recommendations of the Board, and we would 
have no objection to their adoption by your committee. 

Very truly yours, 
LaureNcE B. Rossrns, 
Acting Secretary of the Treasury. 


—_—- — 


State or MAINs, 
OFFICE OF THE GOVERNOR, 
Augusta, July 10, 1959. 
Hon. A. Writs Rosertson, 
Chairman, Senate Commitiee on Banking and Currency, 
Senate Office Building, Washington, D.C. 


Dear SENATOR Rosertson: I would like this letter to be considered 
in strong support of S. 1173, introduced by Senator Edmund S. Muskie, 
and which I understand has been reported out favorably by your 
committee. 

Early in 1958 the State of Maine established a Maine Industrial 
Building Authority following action taken late in 1957 at a special 
session of our legislature. Through this vehicle the full faith and 
credit of the State of Maine is pledged on certain first mortgages for 
industrial buildings, and our experience has proven that national 
banks in Maine have been operating at a disadvantage inasmuch as 
the Federal Reserve Act (12 U.S.C. 371, sec. 24) eliminates their 
participation in this type of loan. 

Since the activation of the Maine Industrial Building Authority, 
the State of Rhode Island has activated a similar authority and legisla- 
tion is currently in progress in the State of Michigan for a third such 
authority. National banks in these other two areas are going to be 
at the same disadvantage as they are currently in Maine, aa these 
States are going to feel the lack of investment capital due to the in- 
eligibility of the national banks to participate in their program. 

or these reasons, I strongly recommend to the committee passage 
of your amendment to section 24 of the Federal Reserve Act. 

With kindest regards, I am, 

Sincerely, 
Curnton A. Ciauson, Governor. 





Tue Tor Co., Inc., 
Woonsocket, R.I., May 21, 1969. 
Hon. THropore Francis GREEN, 
Senate Office Building, Washington, D.C. 


Dear SENATOR GREEN: | am writing you at this time as chairman, 
and in behalf of the Rhode Island Industrial Building Authority 
which, as you know, insures mortgage payments on new industrial 
properties up to 90 percent of their cost (not to exceed $1,750,000 in 
any one project). This, with funds from other sources, provides for 
100 percent financing of new plants. 

I have been led to understand that under section 24 of the Federal 
Reserve Act, national banks are prevented from making a loan which 
exceeds two-thirds of the appraised value. This means that the 
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Industrial National Bank of Providence, our largest Rhode Island 
lending institution, cannot participate solely in the 90-percent loans 
to which we have pledged the State’s credit. 

On February 26, 1959, a bill S. 1173, was introduced in the Senate 
which would amend section 24 of the Federal Reserve Act to allow 
national banks to go up to 90 percent of the cost of a project provided 
the loan was guaranteed by the State. We of the authority hope 
you will give this bill your active support as it is of very real impor- 
tance to the State as well as to the lending institutions. The Treasury 
and the American Bankers Association have both given their endorsed 
support of this bill. 

With kindest personal regards, I remain, 

Sincerely yours, 
Artuur L. Darman. 


CHANGES IN 





EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


FEDERAL Reserve Act 





* 





* 





* * * * * 











Src. 24. Any national banking association may make real estate 
loans secured by first liens upon improved real estate, including im- 
proved farmland and improved business and residential properties. 
A loan secured by real estate within the meaning of this section shall 
be in the form of an obligation or obligations secured by a mortgage, 
trust deed, or other instrument upon real estate, which shall consti- 
tute a first lien on real estate in fee simple or, under such rules and 
regulations as may be prescribed by the Comptroller of the Currency, 
on a leasehold (1) under a lease for not less than ninety-nine years 
which is renewable or (2) under a lease having a period of not less 
than fifty years to run from the date the loan is made or acquired 
by the national banking association, and any national banking asso- 
ciation may purchase any obligation so secured when the entire 
amount of such obligation is sold to the association. The amount 
of any such loan hereafter made shall not exceed 50 per centum of the 
appraised value of the real estate offered as security and no such loan 
shall be made for a longer term than five years; except that (1) any 
such loan may be made in an amount not to exceed 66% per centum 
of the appraised value of the real estate offered as security and for a 
term not longer than ten years if the loan is secured by an amortized 
mortgage, deed of trust, or other such instrument under the terms 
of which the installment payments are sufficient to amortize 40 per 
centum or more of the principal of the loan within a period of not 
more than ten years, (2) any such loan may be made in an amount 
not to exceed 66% per centum of the appraised value of the real estate 
offered as security and for a term not longer than twenty years if the 
loan is secured by an amortized mortgage, deed of trust, or other 
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such instrument under the terms of which the installment payments 
are sufficient to amortize the entire principal of the loan within a 
period of not more than twenty years, and (3) the foregoing limita- 
tions and restrictions shall not prevent the renewal or extension of 
loans heretofore made and shall not apply to real estate loans which 
are insured under the provisions of title I], title VI, title VIII, section 
8 of title I, or title IX of the National Housing Act or which are 
insured by the Secretary of Agriculture pursuant to title I of the 
Bankhead-Jones Farm Tenant Act, or the Act entitled ‘An Act to 
promote conservation in the arid and semiarid areas of the United 
States by aiding in the development of facilities for water storage and 
utilization, and for other purposes”, approved August 28, 1937, as 
amended , or which are 100 per centum guaranteed or insured by a State 
or by a State authority for the payment of the obligations of which the 
faith and credit of the State is pledged: Provided, That under the terms 
of the guaranty or insurance agreement the association will be assured of 
repayment in accordance with the terms of the loan. No such associa- 
tion shall make such loans in an aggregate sum in excess of the amount 
of the capital stock of such association paid in and unimpaired plus 
the amount of its unimpaired surplus fund, or in excess of 60 per 
centum of the amount of its time and savings deposits, whichever is 
the greater. Any such association may continue hereafter as hereto- 
fore to receive time and savings deposits and to pay interest on the 
same, but the rate of interest which such association may pay upon 
such time deposits or upon savings or other deposits shall not exceed 
the maximum rate authorized by law to be paid upon such deposits 
by State banks or trust companies organized under the laws of the 
State in which such association is located. 
* * * * * * * 


O 
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FDIC ASSESSMENTS ON FIDUCIARY BANK DEPOSITS 


July 12 1958, Ordered to be printed 





Mr. Busa, from the Committee on Banking and Currency, submitted 
the following 


REPORT 


(To accompany S. 1798] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 1798) to amend the Federal Deposit Insurance Act to 
eliminate the payment of premiums on deposits of trust funds by 
fiduciary banks in uninsured banks, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to eliminate the present requirement that 
banks acting as fiduciaries must pay assessments to the Federal 
Deposit Insurance Corporation on trust funds deposited in uninsured 
mutual savings banks, when the funds so deposited are, in most 
cases, not protected by the Federal Deposit Insurance Corporation. 
The bill also makes it clear that there is no insurance on such deposits. 


GENERAL STATEMENT 


When a bank acts as a fiduciary, e.g., a trustee, executor, guardian, 
etc., it may keep the cash belonging to the trust estate in a bank 
insured by the Federal Deposit Insurance Corporation, or in a bank 
not insured by the Federal Deposit Insurance Corporation, or it may 
retain the cash itself, in which case it is acting as a bank of deposit 
as well as a fiduciary. 

In Connecticut and Massachusetts, many mutual savings banks 
are not insured by the Federal Deposit Insurance Corporation, but 
by State insurance funds. In Connecticut it is, as a general rule, 
within the scope of a fiduciary’s authority to deposit trust funds at 
interest in a mutual savings bank not insured by the Federal Deposit 
Insurance Corporation, and on occasion a will or a deed of trust 
specifically requires that the trust fund’s cash must be kept in a 
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particular mutual savings bank, which may not be insured by the 
Federal Deposit Insurance Corporation. 

Under the present law a fiduciary bank is required to pay a Federal 
Deposit Insurance Corporation assessment or premium on all deposits 
with it, including all trust funds held by it as a fiduciary, except such 
trust funds as are deposited by it in another insured bank, in which 
case the insured bank of deposit pays the Federal Deposit Insurance 
Corporation assessment. If the insured fiduciary bank places cash 
belonging to a trust in an uninsured savings bank, the fiduciary bank 
must pay the Federal Deposit Insurance Corporation assessment. 
The Federal Deposit Insurance Act now states that such a deposit is 
insured. However, the provisions of the act setting forth the cir- 
cumstances under which the Federal Deposit Insurance Corporation’s 
insurance obligation matures (sec. 11) are such that ordinarily no 
collection may be made on the insurance. The Federal Deposit 
Insurance Corporation report on S. 1798 states this problem as follows: 


However, insured deposits may be paid only when an in- 
sured bank is closed for liquidation. Thus, questions may 
arise whether the Corporation is liable for insurance on the 
loss of such trust funds lawfully deposited by a fiduciary 
insured bank in a noninsured bank which has closed and the 
fiduciary insured bank is not liable for the loss, and, if the 
Corporation is liable, whether the Corporation must pay the 
amount of such loss at the time of closing of the noninsured 
bank or whenever the fiduciary insured bank is closed for 
liquidation. 


This has two undesirable aspects: First, assessments are paid on 
deposits which, for all practical purposes, are not insured, and; second, 
deposits are at least nominally insured while in an uninsured bank 
over which the Federal Deposit Insurance Corporation has no super- 
visory authority. 

These provisions confuse the bank’s status as a fiduciary and the 
bank’s status as a bank of deposit. The fact that an insured bank 
holds trust funds as a fiduciary should not subject it to an assessment, 
any more than if an individual held the same funds as a fiduciary. 
The proper test for the assessments for Federal deposit insurance is 
the place of deposit of the trust funds. If the bank of deposit is 
insured, it should pay the assessments and provide the insurance, 
whether this is the fiduciary bank or some other bank. But, if the 
bank of deposit is not insured, there should be no assessments and 
no insurance. 

S. 1798 would correct this situation. It would remove from the 
definition, in section 3 of the act, of the deposits of an insured bank 
those trust funds which the fiduciary deposits in a bank which is not 
insured by the Federal Deposit Insurance Corporation. Trust funds 
deposited by a fiduciary insured bank in another insured bank would 
still be included within the definition of the insured fiduciary bank’s 
deposits, but would, under section 7(a) of the act, be deducted from 
the bank’s deposits in computing its assessment base. Section 7(i) 
of the act as amended makes it clear that trust funds held by an 
insured fiduciary bank in any of its departments would be insured 
by the Federal Deposit Insurance Corporation, up to $10,000 for 
each trust estate, and that trust funds deposited by a fidicuary bank 
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in another insured bank would be similarly insured to the fiduciary 
bank according to the trust estates represented. However, under the 
amended section 7(i), trust funds deposited by an insured fiduciary 
bank in a bank not insured by the Federal Deposit Insurance Corpora- 
tion would not be insured. 

The changes which would be made by S. 1798 were included in 
sections 2(j) and 28 of title III of the financial institutions bill, as it 
passed the Senate in 1957 (S. 1451, 85th Cong.). At that time the 
Federal Deposit Insurance Corporation recommended the proposal 
and testified in support of it. The Advisory Committee for the Study 
of Federal Statutes Governing Financial Institutions and Credit ap- 

roved the recommendation in its report to this committee dated 

ecember 17, 1956. 

The Federal Deposit Insurance Corporation and the Treasury De- 
partment have recommended enactment of S. 1798. The Board of 
Governors of the Federal Reserve System has advised that it has no 
objection to favorable consideration of S. 1798. The National Asso- 
ciation of Supervisors of State Banks and the Connecticut Bankers 
Association have recommended the proposal. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


FrepERAL Deposit Insurance Act (64 Strat. 873; 12 U.S.C. 1811) 


* * * * * on * 
Sec. 3. As used in this Act— 


* * * * * * * 


(1) The term ‘deposit’? means the unpaid balance of money or its 
equivalent received by a bank in the usual course of business and for 
which is has given or is obligated to give credit to a commercial, 
checking, savings, time, or thrift account, or which is evidenced by 
its certificate of deposit, and trust funds held by such bank whether 
retained or deposited in any department of such bank or [deposited 
in another bank] deposited in another insured bank, together with 
such other obligations of a bank as the Board of Directors shall find 
and shall prescribe by its regulations to be deposit liabilities by 
general usage: * * * 

(m) The term ‘insured deposit’? means the net amount due to any 
depositor for deposits in an insured bank (after deducting offsets) 
less any part thereof which is in excess of $10,000. * * * 


ok +” + + * * * 

(p) The term “trust funds” means funds held by an insured bank 
in a fiduciary capacity and includes, without being limited to, funds 
held as trustee, executor, administrator, guardian, or agent. 

* * « * x * * 

Sec. 7. (a) The assessment rate shall be one-twelfth of 1 per centum 
per annum. ‘The semiannual assessment for each insured bank shall 
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be in the amount of the product of one-half the annual assessment rate 
multiplied by the assessment base. The assessment base shall be the 
amount of the liability of the bank for deposits, according to the 
definition of the term ‘‘deposit” in and pursuant to subsection (l) of 
section 3, without any deduction for indebtedness of depositors: 
Provided, That the bank— 

(1) may deduct * * * (ii) trust funds held by the bank in a 
fiduciary capacity and which are deposited in another insured 
bank;|\" * * 


x * * * * * * 


(i) Trust funds held by an insured bank in a fiduciary capacity 
[whether held in its trust or deposited in any other department or in 
another bank] whether held in its trust department or deposited in any 
other department of the fiduciary bank shall be insured in an amount 
not to exceed $10,000 for each trust estate, and when deposited by 
the fiduciary bank in another insured bank such trust funds shall be 
similarly insured to the fiduciary bank according to the trust estates 
represented. Notwithstanding any other provision of this Act, such 
insurance shall be separate from and additional to that covering other 
deposits of the owners of such trust funds or the beneficiaries of such 
trust estates: Provided, That where the fiduciary bank deposits any 
of such trust funds in other insured banks, the amount so held by 
other insured banks on deposit shall not for the purpose of any certi- 
fied statement required under subsections (b) and (c) of this section 
be considered to be a deposit liability of the fiduciary bank, but shall 
be considered to be a deposit liability of the bank in which such funds 
are so deposited by such fiduciary bank. The Board of Directors 
shall have power by regulation to prescribe the manner of reporting 
and of depositing such trust funds. 


~ * * * * * * 












Sec. 11. (a) * * * On and after August 23, 1935, the Corporation 


shall insure the deposits of all insured banks as provided in this 
MG cea rs 


* 





* x 





* * * * 


(f) Whenever an insured bank shall have been closed on account 
of inability to meet the demands of its depositors, payment of the 
insured deposits in such bank shall be made by the Corporation as 
soon as possible, subject to the provisions of subsection (g) of this 
section either (1) by cash or (2) by making available to each depositor 
a transferred deposit in a new bank in the same community or in 
another insured bank in an amount equal to the insured deposit of 
such depositor: * * * 

* * * * * * * 


(h) As soon as possible after the closing of an insured bank, the 
Corporation, if it finds that it is advisable and in the interest of the 
depositors of the closed bank or the public, shall organize a new na- 
tional bank to assume the insured deposits of such closed bank and 
otherwise to perform temporarily the functions hereinafter provided 
— S 


* 





oo 





- 





* * * * 


O 
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NATIONAL HOUSING ACT 





Juty 13, 1959.—Ordered to be printed 


Mr. Rosertson, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany H.R. 7789] 


The Committee on Banking and Currency, to whom was referred 
the bill (H.R. 7789) to amend paragraph (b) of section 401 of the 
National Housing Act, as amended, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to provide for married savers in com- 
munity property States the same amount of insurance on their savings 
accounts in savings and loan institutions insured by the Federal 
Savings and Loan Insurance Corporation as married savers receive for 
the same accounts in States which do not have community property 
laws. 

GENERAL STATEMENT 


The Federal Savings and Loan Insurance Corporation insures in- 
sures savings accounts of members or investors in insured savings and 
loan institutions. This insurance is limited to $10,000 for any member 
or investor in any one insured institution. In the case of married 
savers, in States which do not have community property laws, this 
statute has been interpreted to permit a heed and wife to have 
three savings accounts, each insured up to $10,000 in one institution: 
one account in the name of the husband, one account in the name of 
the wife, and a third account in their names as joint tenants with the 
right of survivorship or as tenants by the entirety. 

However, under community property laws, an account in the name 
of a husband, an account in the name of his wife, and an account in 
the names of both may all be community property and may all be 
held to be under identical ownership. In such a case the maximum 
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insurance on all three accounts, in a community property State, would 
be $10,000. Since the premiums paid for insurance is computed in 
the same way, in States having community property laws and States 
not having community property laws, the result is that savings and 
loan associations in community property States pay the same pre- 
miums, but can make available much less insurance. 

The States having community property laws, and the amount of 
savings in savings and loan institutions in those States on December 
31, 1958, are as follows: 
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H.R. 7789 would amend the present law so that married savers in 
community property States, like their counterparts in other States, 
would receive insurance by the Federal Savings and Loan Insurance 
Corporation on their savings accounts in insured institutions, as 
follows: one or more accounts in the sole name of the husband up to 
a total of $10,000, one or more accounts in the sole name of the wife 
up to a total of $10,000, and one or more accounts in both of their 
names as joint tenants with right of survivorship or as tenants by the 
entirety up to a total of $10,000. 

A similar proposal to remove this inequity in community property 
States was part of the financial institutions bill in the 85th Congress 
(S. 1451, 85th Cong.). The suggestion was first made by the U.S. 
Savings & Loan League in the hearings before this committee on the 
study of banking laws (84th Cong., 2d sess., pt. 1, p. 116). The 
Federal Home Loan Bank Board accepted the suggestion and included 
it as their recommendation No. 166B. The Advisory Committee for 
the Study of Federal Statutes Governing Financial Institutions and 
Credit approved this recommendation (Report, Dec. 17, 1956, p. 43). 
The proposal was supported, though technical amendments were 
suggested, by the U.S. Savings & Loan League in testimony before 
this committee on January 31, 1957 (hearings on S. 1451, 85th Cong., 
pt. 2, pp. 607, 613). The provision was included in title VI, section 
402, of S. 1451, and was mentioned at page 76 of this committee’s 
report on S. 1451 (S. Rept. No. 121, 85th Cong.). S. 1451, however, 
did not become law. 

S. 7 was introduced by Senator Ellender early in the 86th Congress, 
in order to eliminate the discrimination against married savers in com- 
munity property States. Technical questions were raised about the 
provisions proposed in S. 7. As the result of conferences between the 
Federal Deposit Insurance Corporation, the Federal Savings and Loan 
Insurance Corporation, and the Bureau of the Budget, a revision was 
proposed which was acceptable to all three agencies. These revised 
provisions are embodied in H.R. 7789, which has been recommended 
and supported by the Federal Savings and Loan Insurance Corporation 
and meets with the approval of the Federal Deposit Insurance Cor- 
poration and the Bureau of the Budget. 
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CHANGES IN EXISTING LAW 





In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Natrionat Hovusine Act 








* * 


Section 401, * * * 

(b) The term “insured member” means an individual, partnership, 
association, or corporation which holds an insured account. Each 
officer, employee, or agent of the United States, of any State of the 
United States, of the District of Columbia, of any Territory of the 
United States, of Puerto Rico, of the Virgin Islands, of any county, 
of any municipality, or of any political subdivision thereof, herein 
called “‘public unit’’, having official custody of public funds and law- 
fully investing the same in an insured institution shall, for the pur- 
pose of determining the amount of the insured account, be deemed 
an insured member in such custodial capacity separate and distinct 
from any other officer, employee, or agent of the same or any public 
unit having official custody of public funds and lawfully investing 
the same in the same insured institution in custodial capacity. Funds 
held in fiduciary capacity, when invested in an insured institution, 
shall be insured in an amount not to exceed $10,000 for each trust 
estate, and notwithstanding any other provisions of this Act, such 
insurance shall be separate from and additional to that covering other 
investments by the owners of such trust funds or the beneficiaries of 
such trust estates. Notwithstanding any other provision of law, two 
persons who are husband and wife shall have, with respect to accounts 
an an insured institution which are community property of such husband 
and wife and to the extent that such accounts are community property, 
not to exceed $10,000 of insurance with respect to such an account or 
accounts in the sole name of the husband, not to exceed $10,000 of insur- 
ance with respect to such an account or accounts in the sole name of the 
wife, and not to exceed $10,000 of insurance with respect to such an 
account or accounts in the sole name of both: Provided, That in no event 
shall this sentence increase to an amount which is greater than the total 
of the amounts hereinbefore set forth in this sentence the aggregate of the 
insurance which such husband and wife may have under this title with 
respect to (1) any account or accounts in such institution in the sole 
name of either of them or in the sole names of both, and (2) any other 
account or accounts in such institution to the extent that such other account 
or accounts would, in the absence of this sentence, be required to de 
included in determining the amount of the individual insurance of such 
husband or of such wife under subsection (a) of section 405. 


* * * * * 


INSURANCE COVERAGE—THE NATIONAL HOUSING ACT 


(12 U.S.C. 1724(b)) 
* ’ * . . * . 


Src. 405. (a) Each institution whose application for insurance 
under this title is approved by the Corporation shall be entitled to 
insurance up to the full withdrawal or repurchasable value of the 
accounts of each of its members and investors (including individuals, 
partnerships, associations, and corporations) holding withdrawable 
or repurchasable shares, investment certificates, or deposits, in such 
institution; except that no member or investor of any such institution 
shall be insured for an aggregate amount in excess of $10,000. 


(12 U.S.C. 1728(a)) 


* * * 


O 
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S6TH CoNGRESS SENATE Report 
1st Session No. 492 


DESIGNATING THE FOURTH SUNDAY IN SEPTEMBER OF 
EACH YEAR AS “INTERFAITH DAY” 


JuLy 13, 1959.—Ordered to be printed 


Mr. Keattne, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8.J. Res. 53] 


The Committee on the Judiciary, to which was referred the resolu- 
tion (S.J. Res. 53) designating the fourth Sunday in September of each 
year as “Interfaith Day,” having considered the same, reports favor- 
ably thereon, without amendment, and recommends that the resolu- 
tion be agreed to. 

PURPOSE 


The purpose of the joint resolution is to designate the fourth Sunday 
of September of each year as Interfaith Day, and to authorize and 
request the President of the United States to issue annually a procla- 
mation calling on the people of the United States to observe such day. 


STATEMENT 


This joint resolution would designate the fourth Sunday in Septem- 
ber of each year as Interfaith Day, and would authorize and request 
the President to call upon all Americans and all religious groups in 
the United States to observe that day in the manner each deems 
appropriate. 

The designation of such a day would encourage the mutual under- 
standing of all the people of our country and would serve further to 
call the attention of the rest of the free world to one of the fundamental 
principles upon which this Nation was founded. If the free nations 
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are to win the present struggle for men’s minds, we must demonstrate 
in every possible way that our peoples intend to live by these principles. 

The founders of our Nation came to this country in search of 
religious freedom and they saw to it that their descendants would be 
guaranteed this right through the Constitution. The United States 
has from the beginning offered freedom of worship to the individual 
and we must safeguard her place as the guardian and stronghold of 
liberty, equality, and tolerance in a troubled world. 

History reveals that most of the major conflicts of the past have 
been caused in whole or in part by the suppression of the individual’s 
right to worship as he pleases. The present strife has been wrought 
by a group of men who seek to replace the religions of the world with 
the ideology which recognizes neither a Supreme Being nor the price- 
less value of the individual. 

The committee is of the opinion that the designation of a day in 
each year known as Interfaith Day would demonstrate to the world 
that this Nation seeks to encourage individuals of all faiths to unite 
their efforts toward a common goal—the preservation of the dignity 
of the individual. Accordingly, the committee recommends favorable 
consideration of Senate Joint Resolution 53, without amendment. 


O 
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861TH CONGRESS t SENATE Report 
1st Session No. 511 





AUTHORIZING AND REQUESTING THE PRESIDENT OF THE UNITED 
STATES TO ISSUE A PROCLAMATION CALLING FOR THE FLAG OF 
THE UNITED STATES TO BE FLOWN AT HALF-STAFF ON THE 
OCCASION OF THE DEATH OF THE LAST SURVIVING VETERAN 
OF THE WAR BETWEEN THE STATES 


Juty 13, 1959.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S.J. Res. 118] 


The Committee on the Judiciary, to which was referred the joint 
resolution (S.J. Res. 118) authorizing and requesting the President 
of the United States to issue a proclamation calling for the flag of the 
United States to be flown at half-staff on the occasion of the death 
of the last surviving veteran of the War Between the States, having 
considered the same, reports favorably thereon without amendment 
and recommends that the resolution be agreed to. 


PURPOSE 


The purpose of the joint resolution is to authorize and request the 
President of the United States to issue a proclamation on the occa- 
sion of the death of the last surviving veteran of the War Between 
the States, and calling for the flag of the United States to be flown 
at half-staff for such period of time as the President deems appropriate 
in commemoration of the death of all veterans of the War Between 


the States. 
STATEMENT 


The last living veteran of the War Between the States is now 116 
years of age and living in Houston, Tex. He is Walter W. Williams, 
who served in the Army of the Confederacy for the last 11 months of 
the Civil War as a forage master in Company C, 5th Regiment of 
Hood’s Brigade, on active duty in Mississippi and Texas. 

After the War Between the States, Mr. Williams settled on a farm 
near Franklin, Tex., and was so engaged as a farmer until his advanced 
age restricted his activities some years ago. The committee is advised 
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that Mr. Williams is known nationally as “General’”’ Williams, such 
honorary rank having been bestowed upon him by the Sons of the 
Confederacy in various Confederate States. 

Mr. Williams suffered a mild stroke recently and his personal 
physicians advise that his passing is imminent, perhaps a few weeks at 
the most. 

The American Legion, at its national convention in 1956, adopted a 
resolution requesting that the President issue a proclamation calling 
for the flag of the United States to be flown at half-staff on the oc- 
casion of the death of the last surviving veteran of the War Between 
the States. 

The committee deems it most appropriate and fitting that the 
President be authorized to issue a proclamation calling for the flag of 
the United States to be flown at half-staff for such period of time as 
the President deems appropriate in commemoration not only of the 
09 surviving veteran but of all veterans of the War Between the 

tates. 

Accordingly, the committee recommends favorable consideration of 
Senate Joint Resolution 118, without amendment. 


O 
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RELOCATING THE NATIONAL TRAINING SCHOOL FOR 
BOYS 


Juty 13, 1959.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany §S. 1648] 













The Committee on the Judiciary, to which was referred the bill 
(S. 1648) to provide for the relocation of the National Training 
School for Boys, and for other purposes, having considered the same, 
reports favorably thereon, with an amendment, and recommends that 
the bill, as amended, do pass. 


AMENDMENT 





On page 2, in line 3, following the words “National Capital Planning 
Commission’’, insert the words “and approved by the President”, 


PURPOSE OF AMENDMENT 










The purpose of the amendment is to provide that the determina- 
tion, by the National Capital Planning Commission, of the amount 
of the property to be excluded from the sale, be approved by the 
President. 

PURPOSE 














The purpose of the proposed legislation, as amended, is to authorize 
the sale of the real estate now owned by the Government in the District 
of Columbia and occupied and used by the National Training School 
for Boys, exclusive of the portion of the real estate which the Na- 
tional Capital Planning Commission shall determine, and the President 
shall approve, as necessary and desirable for the proposed extension 
of Fort Drive as a part of the National Capital park system; and fur- 
ther to authorize and direct the Attorney General to select a new site 
and construct proper buildings for the National Training School for 
Boys, and to authorize the Administration of General Services to 
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cause the plans for the construction of such buildings to be prepared 
by the Public Buildings Service and the work of constructing the 
buildings to be supervised by the field force of the Public Buildings 
Service, provided that the proper appropriations for the Public Build- 
ings Service be reimbursed for the cost of the preparation of plans and 
the supervision of construction; and further to appropriate the pro- 
ceeds of the sale of the real estate toward the acquisition of the new 
site and the construction of the new buildings, and to authorize the 
appropriation of such additional sums as may be necessary; and 
further to provide that the sale of the real estate may be upon terms 
providing that the possession shall not be surrendered by the United 
States until the actual or expected date of occupancy of the new 
institution. 

STATEMENT 


A similar bill in the 85th Congress was reported by the commit- 
tee on July 23, 1958, and passed the Senate as reported on July 28, 
1958. No action was taken by the House of Representatives in the 
85th Congress. 

The proposed legislation has been requested by the Department of 
Justice. 

In its request, printed in full below, the Department of Justice 
points out that the National Training School for Boys, located on its 
present site in the District of Columbia since 1872 and operated as a 
Federal institution since 1876, needs to be replaced by a more modern 
institution in a more suitable location. The Department reports that 
none of the buildings housing the boys are fireproof, although some 
are designated as fire resistant, and that the utilities have reached the 
age where they are very expensive to keep in operation and must be 
completely replaced within a few years. The Department points out 
further that the property on which the school is located, originally 
rural in character, is in what is now a congested area entirely unsuit- 
able for such an institution, but that it is exceedingly valuable and its 
sale could be expected to help materially the financing of a modern 
institution in a more suitable location. 

The Department of the Interior, in a letter dated May 14, 1959, 
printed in full below, has advised the committee that the Department 
has no direct interest in the relocation of the school, which is of pri- 
mary concern to the Attorney General, but that the Department of the 
Interior, as well as the National Capital Planning Commission, has 
considerable interest in a portion of the land which would be relin- 
quished under the terms of the proposed legislation. The Department 
of the Interior notes that it concurs in the desirability of the pro- 
vision in the proposed legislation which— 


would exclude from the sale a portion of the property deter- 
mined by the National Capital Planning Commission as 
necessary and desirable for the proposed extension of the 
Fort Drive for the suitable development of the National 
Capital park, parkway, and playground system. 
The Department of the Interior comments further that: 

For the purposes of clarification, we suggest a minor amend- 
ment as follows: 


(1) On page 2, line 5, following the words ‘Fort Drive,” 
insert the word ‘‘and.” 
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It is the view of the committee that the amendment proposed by the 
Department of the Interior might well have the effect of substantially 
changing the amount of land which is provided to be excluded from 
the sale. As the proposed legislation was recommended to the Con- 
gress by the Department of Justice, and as the proposed legislation 
was approved by the committee in the 85th Congress and passed by the 
Senate, the description of the land to be excluded is as follows: 


there shall be excluded from such sale that portion of the 
property which, pursuant to the provisions of section 2 of 
the Act of June 6, 1924 (renumbered as sec. 11 by the Act of 
July 19, 1952), shall have been determined by the National 
Capital Planning Commission as necessary and desirable for 
the proposed extension of the Fort Drive for the suitable 
development of the National Capital park, parkway, and 
playground system, which excluded portion shall be trans- 
ferred to the Department of the Interior and become a part 
of the National Capital Park system, without exchange of 
funds, at the earliest practiable date. 


The proposed amendment would make this language read: 


there shall be excluded from such sale that portion of the 
property which, pursuant to the provisions of section 2 of 
the Act of June 6, 1924 (renumbered as sec. 11 by the Act of 
July 19, 1952), shall have been determined by the National 
Capital Planning Commission as necessary and desirable for 
the proposed extension of the Fort Drive and for the suit- 
able development of the National Capital park, parkway, and 
playground system, which excluded portion shall be trans- 
ferred to the Department of the Interior and become a part 
of the National Capital park system, without exchange of 
funds, at the earliest practicable date. 


This amendment might be interpreted as having the effect of exclud- 
ing from the sale not only that land which is— 


desirable for the proposed extension of the Fort Drive for the 
suitable development of the National Capital park, parkway, 
and playground system— 


but also to exclude from the sale any land in addition to the proposed 
extension of the Fort Drive which might be used for— 


the suitable development of the National Capital park, park- 
way, and playground system. 


It is not the understanding of the committee that such a broad 
exclusion has been contemplated by the Department of Justice. 

If such a broad exclusion is in fact contemplated by the Department 
of the Interior, it is the opinion of the Committee that the matter 
should be presented by the Department of the Interior to the Congress 
on its merits. 

Accordingly, the committee has not adopted the proposed “minor 
amendment’ recommended by the Department of the Interior. 

In order that any possible conflict as to the amount of the property 
to be excluded from the sale may be resolved, the committee has 
amended the proposed legislation, as recommended by the Director 
of the Bureau of Prisons, so that the determination of the amount of 
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land to be excluded from the sale shall be approved by the President. 

The committee believes that the proposed legislation, as amended, 
is meritorious and recommends it favorably. 

Attached and made a part of this report are (1) a letter dated 
February 27, 1959, from the Department of Justice; (2) a letter dated 
May 14, 1959, from the Department of the Interior; and (3) a letter 
dated June 12, 1959, from the U.S. Department of Justice, Bureau 
of Prisons. 


OrFicE OF THE ATTORNEY GENERAL, 
Washington, D.C., February 27, 1959. 
The Vice PrestpEntT, 
U.S. Senate, 
Washington, D.C. 


Dear Mr. Vice Presipent: I am attaching for your consideration 
and appropriate action proposed legislation authorizing the sale of 
the real estate now owned by the Government in the District of 
Columbia and occupied and used by the National Training School 
for Boys. The bill is in the exact form in which it passed the Senate 
on July 28, 1958, as S. 3876, 85th Congress. It is proposed to use the 
proceeds of the sale for the acquisition of a new site and the construc- 
tion of an institution to replace the present one. Excepted from the 
sale would be that portion of the property necessary to the proposed 
extension of Fort Drive as a part of the National Capital park system. 
Possession would not be surrendered until the new institution would 
be available for occupancy. 

The National Training School for Boys is located in the extreme 
eastern part of the District of Columbia. Boys under the age of 17 
years are committed by the district courts of the United States and 
the juvenile court of the District of Columbia for custody and train- 
ing. Since 1876 it has been operated as a Federal institution. Until 
Reorganization Plan No. II of 1939, it was under a board of trustees 
with corporate powers, the members of which were appointed by 
the President. In 1939 it was transferred to the Department of Justice 
to be administered by the Director of the Bureau of Prisons under 
the direct supervision of the Attorney General and the board of 
trustees was abolished. 

The need for a more modern institution in a more suitable location 
has been under consideration for some time. The passage of the 
Juvenile Delinquency Act and later of the Youth Corrections Act 
has placed additional responsibilities upon the Federal prison system 
in connection with the custody and training of these youthful offend- 
ers. The property on which the National Training School for Boys 
is located was originally rural in character but has become the center 
of a very congested residential and industrial area, an environment 
entirely unsuitable for an institution of this type. Furthermore, the 
property has become exceedingly valuable and if disposed of may be 
expected to help materially to finance construction of a modern insti- 
tution at some more central location. Also, restoration of this prop- 
erty to the tax rolls should add appreciably to the revenues of the 
District of Columbia. 

The school has been located on its present site since 1872. None 
of the buildings housing the boys are fireproof although some of the 
ones constructed later are designated as fire resistant. The utilities 
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have reached the age where they must be completely replaced within 
a few years and in the meantime are very expensive to keep in opera- 
tion. As at least 3 years are required to plan, build, and equip a new 
institution, it is thought that appropriate steps to provide for a 
new National Training School should not be delayed. 

With the increasing emphasis upon the training and rehabilitation 
of youthful offenders, the necessity for a more centralized location for 
a school of this type becomes more and more imperative as transporta- 
tion costs to and from the school from distant judicial districts impose 
an increasing financial burden upon operation. 

Your assistance in securing the introduction and early enactment 
of the proposed legislation will be appreciated. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this recommendation. 

Sincerely, 
Wixuram P. Rocers, 
Attorney General. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 14, 1959. 
Hon. James O. EAsSTLaAnp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear Senator Eastianp: There is pending before your committee 
S. 1648, a bill to provide for the relocation of the National Training 
School for Boys, and for other purposes. 

We recommend the enactment of this bill. 

S. 1648 would authorize the sale of the National Training School for 
Boys and its relocation on a new site. The land occupied by the 
school, which is situated strategically in the District of Columbia, 
bounded on the east by Anacostia Park and on the north by the State 
of Maryland, comprises about 320 acres. We have no direct interest in 
the relocation of the school, which is of primary concern to the Attor- 
ney General; however, this Department, as well as the National Capital 
Planning Commission, has considerable interest in a portion of the 
land that would be relinquished under the terms of this bill. 

We concur in the desirability of the provision in section 1 of the bill 
that would exclude from the sale a portion of the property determined 
by the National Capital Planning Commission as necessary and desir- 
able for the proposed extension of the Fort Drive for the suitable 
development of the National Capital park, parkway, and playground 
system. Approximately one-third of the area should be transferred 
for these purposes, consistently with the recommendations and long- 
standing plan of the National Capital Planning Commission. 

For the purposes of clarification, we suggest a minor amendment 
as follows: 

(1) On page 2, line 5, following the words ‘Fort Drive,” insert the 
word “and.” 

We have been advised by the Bureau of the Budget that there would 
be no objection of the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 











RELOCATING THE NATIONAL TRAINING SCHOOL FOR BOYS 


U.S. DEPARTMENT OF JUSTICE, 
Bureau OF Prisons, 
Washington, June 12, 1959. 
Mr. Francis C. ROSENBERGER, 
Member of the Staff, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear Mr. Rosensercer: When the bill (S. 1648) to provide for 
the relocation of the National Training School, was drafted, we in- 
advertently omitted the usual clause (see 40 U.S.C. 72) which would 
require that the President approve the terms of the transfer of the 
property referred to in the bill. 

Accordingly, I would like to suggest that the bill be amended as 
follows: 

(1) One page 2, line 3, following the words “National Capital 
Planning Commission,”’, insert the words “and approved by the 
President”. 

The Attorney General has informed me that he has no objection to 
this amendment. 

Sincerely yours, 
James V. Bennett, Director. 
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PROPOSED AMENDMENT TO AGREEMENT FOR COOPERATION 
WITH THE UNITED KINGDOM OF GREAT BRITAIN AND PRO- 
POSED AGREEMENTS FOR COOPERATION WITH THE REPUBLIC 
OF FRANCE, CANADA, TURKEY, THE NETHERLANDS, THE 
FEDERAL REPUBLIC OF GERMANY AND GREECE ON THE USES 
OF ATOMIC ENERGY FOR MUTUAL DEFENSE PURPOSES 


Juxy 14, 1959.—Ordered to be printed 


Mr. ANDERSON, from the Joint Committee on Atomic Energy 
submitted the following 


REPORT 


[Pursuant to proposed agreements for cooperation on the uses of atomic energy 
for mutual defense purposes] 


This is a report on six proposed agreements for cooperation for 
mutual defense purposes and one proposed amendment to an existing 
agreement for cooperation for mutual defense purposes submitted to 
the Congress by the President of the United States in accordance with 
subsection 123d. of the Atomic Energy Act of 1954, as amended by 
Public Law 85-479. 

The proposed amendment and agreements are with the following 


seven allies of the United States: 
Date submitted to Congress and 


Country referred to the Joint Committee 
The United Kingdom_-------------- cada tate delat } ; 
ee seer. er ee ere eo May 19, 1959. 
penne CR Ci sn ee 
Federal Republic of Germany --------------------- --\May 26. 1959 


Kingdom of The Netherlands - - -----~- -- -- a etna lasing 

Government of Turkey_------------ Si inital Ua 

Gomesmsentd of Gareeetss a moos ors ee os wi een nem June 11, 1959. 
Subsection 123d. of the Atomic Energy Act of 1954, as amended, 

provides that no cooperation with any nation or regional defense 

organization for transfer of military atomic energy information or 

material may take place unless: 


the proposed agreement for cooperation, together with the 
approval and determination of the President, if arranged 
pursuant to subsection 9lc., 144b., or 144¢., has been sub- 
mitted to the Congress and referred to the Joint Committee 
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and a period of sixty days has elapsed while Congress is in 
session, but any such proposed agreement for cooperation 
shall not become effective if during such sixty-day period the 
Congress passes a concurrent resolution ‘stating in sub- 
stance that it does not favor the proposed agreement for 
cooperation: Provided, however, That during the Eighty-fifth 
Congress such period shall be thirty days (in computing such 
sixty days, or thirty days, as the case may be, there shall be 
excluded the days on which either House is not in session 
because of an adjournment of more than three days. 


In accordance with subsection 123 d. of the Atomic Energy Act 
of 1954, as amended, the proposed amendment and agreements will 
become effective after midnight of the date indicated providing 
Congress does not pass a concurrent resolution of disapproval prior 
thereto: 


End of 66-day 
Country waiting period 
Tni ci eS ee ee ee ea at eae i 
en sleamgeerag Kingdom. -..-...---------------------------- ‘July 18, 1959. 


Pe OPRINONG Ot TORII ots as cece cicccndhnnanes bau Sees 

reacral Republic of Germany... ......=..-......-.-.-..5<- On. 10K 
BRinesdom ol the Netherlands. .......4 2.2.6... .ich~.5h--. i July 25, 1959. 
gat ys talc le ace RE tei ON fn pn 

Government of Greece... . . casei anki eek icc August 10, 1959. 


The Subcommittee on Agreements for Cooperation of the Joint 
Committee on Atomic Energy, having reviewed the proposed agree- 
ments and the proposed amendment to an existing agreement and 
having received testimony in executive session and open public 
hearings from representatives of the Department of Defense, the 
State Department, the Atomic Energy Commission, and others 
desiring to testify, unanimously concluded and reported to the Joint 
Committee that the proposed agreements and the proposed amend- 
ment to an existing agreement are in conformance with the letter and 
spirit of the Atomic Energy Act of 1954, as amended. 

The Joint Committee on Atomic Energy on July 13, 1959, met and 
adopted the report, and interposed no objections to the proposed 
amendment and agreements. 

This report accordingly is made by the Joint Committee in accord- 
ance with the provisions of section 202 of the Atomic Energy Act of 
1958, as amended. 

BACKGROUND 


In the 85th Congress, 2d session, the Atomic Energy Act of 1954 
was amended to permit under carefully stated conditions and safe- 
guards greater cooperation between the United States and its allies 
in the exchange of atomic energy information and material for military 
defense purposes. The amendment passed by the Congress and signed 
by the President as Public Law 85-479 on July 2, 1958, made possible 
greater cooperation with our allies by permitting wider exchange of 
military information and material as follows 

Material, including nonnuclear parts of weapons, nonnuclear 
parts of weapon systems, military reactors, and nuclear materials 
for use in military reactors and w eapons ; 

2. Classified information (restricted data) of a nature to assist 
an individual nation or regional defense group such as NATO to 
improve its training and prepare for mutual defense; and 
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3. Classified information (restricted data) of a nature to assist 
another individual nation to improve its atomic weapon design, 
development or fabrication capability, and concerning military 
reactors. 

Under the Atomic Energy Act of 1954 as amended by Public Law 
85-479, transfer of nuclear material for atomic weapons use and com- 
munication of sensitive restricted data concerning atomic weapons 
may be made only to a military ally that has made substantial progress 
in the development of atomic weapons and where the material or 
information is necessary to improve that country’s atomic weapon 
design, development, or fabrication capability. Similarly, nonnuclear 
parts of atomic weapons may be transferred only to a nation that has 
made substantial progress in the development of atomic weapons. 

Distinction is made as to less sensitive information and the less 
sensitive nonnuclear parts of atomic weapons systems which are not 
integral to a weapon but pertain to accessories necessary for operation 
and maintenance work and which do not disclose internal design in- 
formation of the weapon. Less sensitive information to improve the 
training and operational readiness of defensive forces may be com- 
municated to another nation or regional defense organization under 
specific conditions if the information does not contribute significantly 
to atomic weapon design, development or fabrication capability. 
Nonnuclear parts of atomic weapons systems under specific conditions 
also may be transferred to a nation with the provision that the trans- 
fer does not contribute significantly to that nation’s atomic weapon 
design, development or fabrication capability. 

Public Law 85-479 requires that prior to such cooperation the 
President must determine in writing that it will promote and will not 
constitute an unreasonable risk to the common defense and security 
and that such cooperation may take place only while the cooperating 
nation or organization is participating with the United States pur- 
suant to an international arrangement by substantia] and material 
contributions to the mutual defense and security. 

In addition, Public Law 85-479 provides that all proposed agree- 
ments for cooperation involving communication of classified informa- 
tion or transfer of material for military purposes must be submitted 
to the Congress and referred to the Joint Committee and may not 
become effective if the Congress passes a concurrent resolution of 
disapproval within 60 days (30 days during the 85th Cong.). 

On July 3, 1958, the President submitted to the Congress the first 
proposed agreement between the United States and an ally under 
provisions of Public Law 85-479, an agreement with the United King- 
dom of Great Britain. It provided for the exchange of information 
necessary to the development of defense plans; the training of personnel 
in the employment of and defense against atomic weapons and other 
military applications of atomic energy; the evaluation of the capabil- 
ities of potential enemies in the employment of atomic weapons and 
other military applications of atomic energy; and the development of 
delivery systems for carrying atomic weapons. The agreement also 
provided for both nations to exchange classified atomic weapons in- 
formation of a nature to improve each country’s design, development 
and fabrication capability. 

In addition, the 1958 agreement with the United Kingdom broad- 
ened a cooperative program wherein the two allies had been exchang- 
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ing nuclear submarine reactor information by authorizing the transfer 
by sale to the United Kingdom of one complete submarine nuclear 
propulsion plant and the necessary fuel for operation of the plant for 
a period of 10 years. 

Although authorized by Public Law 85-479, the 1958 agreement 
with the United Kingdom, did not provide for the transfer of non- 
nuclear parts of atomic weapons or weapons systeins or other material 
for military use. It was not possible at that time to determine the 
nature or scope of such transfer which would best contribute to our 
common defense and security until discussions could be held on the 
exchanged classified information provided for in the agreement. The 
exchange of classified information between the United States and the 
United Kingdom carried on under provisions of the 1958 agreement 
therefore has made possible such determination on the basis of which 
the proposed amendment was negotiated. 


EXECUTIVE HEARINGS 


In order that the committee members might have complete know- 
ledge as to the specific classified material and information included in 
the proposed agreements and the detailed defensive needs for the 
proposed cooperation, the Subcommittee on Agreements for Coopera- 
tion held executive hearings on June 11, 12, and 17. As is customar 
with all subcommittees of the Joint Committee on Atomic Energy, all 
members of the full committee were invited to attend and participate 
in these hearings. 

All testimony taken in executive session was submitted to the 
executive agencies with a request that the testimony be reviewed for 
classified information. The unclassified portions of the executive 
session hearings together with the record of the open hearings are 
being published. 

The following witnesses appeared before the Subcommittee on 
Agreements for Cooperation to testify or participate in the executive 
hearings: 

Department of State: 

Ivan B. White, Deputy Assistant Secretary for European Affairs. 

Philip J. Farley, Special Assistant to the Secretary for Disarma- 
ment and Atomic Energy. 

James P. Parker, Political-Military Officer in Canadian Affairs. 

John H. Pender, Attorney, Office of Legal Adviser. 

Robert N. Margrave, Deputy Director, Office of Munitions 
Control. 

Raymond S. Courtney, Officer in Charge, Defense and Speical 
Projects, Office of the Special Assistant to the Secretary for 
Disarmament and Atomic Energy. 

Miss Margaret J. Tibbetts, Officer in Charge, Political-Military 
Affairs, European Division. 

L. Bruce Laingen, Officer in Charge of Greek Affairs. 

Merrill Hammond, Director, Office of Munitions Control. 

Robert H. McBride, Director, Office of Western European Affairs. 

L. Dean Brown, Officer in Charge, French-Iberian Affairs. 

William N. Dale, Deputy Director, Office of British Common- 
wealth and Northern European Affairs. 
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Department of Defense: 
Herbert B. Loper, Assistant to the Secretary of Defense for 
Atomic Energy. 
Harry Van Cleve, Office of General Counsel, OSD. 
Col. Marvin Stanford, military assistant, office of General Loper. 
C. Donald Garrett, Office of Security Policy, OSD. 
Jere H. Dykema, Office of General Counsel, OSD. 
Atomic Energy Commission: 
John A. McCone, Chairman. 
Willard F. Libby, Commissioner. 
Gen. A. D. Starbird, Director, Military Application Division. 
Algie A. Wells, Director, International Affairs. 
Myron B. Kratzer, Division of International Affairs. 
Robert N. Slawson, Division of International] Affairs. 
Lawrence F. O’Donnell, Division of International Affairs. 
Capt. John A. Waters, Director, Division of Security. 
Franklin N. Parks, Office of General Counsel. 
Dwight A. Ink, Special Assistant to the Chairman. 
Comdr. V. A. Lascara, Special Assistant, Division of Reactor 
Development, Navy Reactors. 
Langdon A. Cook, Jr., Military Application Division. 
Richard X. Donovan, Assistant to General Manager. 


OPEN HEARINGS 


In addition to the executive session hearings, tht Subcommittee on 
Agreements for Cooperation held open hearings on July 1 and 2, 
1959, at which individuals and representatives of organizations re- 
questing to testify were given an opportunity to do so. 

In preparation for the open hearmgs and to inform the public and 
Members of Congress as to the details of the proposed agreements, 
the chairman of the Subcommittee on Agreements for Cooperation 
introduced into the Congressional Record the texts of each of the 
proposed agreements together with the accompanying recommenda- 
tions of the President, the State Department, the Department of 
Defense, and the Atomic Energy Commission. The proposed 
amendment to the British agreement and the proposed French 
agreement were placed in the Congressional Record of May 26, 1959; 
the proposed Greek agreement in the Congressional Record of June 
17, 1959; and the others in the Congressional Record of June 9, 1959. 

On June 23, 1959, a press statement was issued announcing that 
open hearings would be held July 1 and 2, 1959, and requesting persons 
desiring to testify to notify the Joint Committee. 

Open public hearings accordingly were held July 1 and 2, 1959, at 
which the following Government witnesses appeared and testified: 
Department of State: Ivan B. White, Deputy Assistant Secretary 

for European Affairs. 

Department of Defense: Hon. Herbert B. Loper, Assistant to the 

Secretary of Defense for Atomic Energy. 

Members of Congress: Representative William H. Meyer, U.S. 

Congressman. 
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In addition to the above Government witnesses, the following 
organizations were represented by individuals who appeared and 
testified at the public hearings: 

Women’s International League for Peace and Freedom: 

Mrs. Josephine W. Pomerance. 

Mrs. Alexander Stewart, legislative secretary. 
Friends Committee on National Legislation: Clarence E. Pickett. 
Jewish Peace Fellowship: Rabbi Isidor Hoffman, honorary chairman. 
National Committee for a Sane Nuclear Policy, Inc.: Donald Keys, 

executive secretary. 

Federation of American Scientists: William C. Davidson, chairman, 

Chicago chapter. 

United Independent-Socialist Committee: William Price, executive 
secretary. 

The following individual requested permission to testify and was 
given the opportunity to do so: Ruth Neuendorffer, 34 Harwood 
Avenue, North Tarrytown, N.Y. 

All persons and organizations requesting to testify and who were 
resent at the hearings were given an opportunity to be heard. 

hose not able to be present but who desired to submit a statement 
for the record were permitted to do so. 


SUMMARY OF THE PROPOSED AMENDMENT TO THE UNITED KINGDOM 
AGREEMENT 


The proposed amendment provides for the transfer from time to 
time during the period ending December 31, 1969, from the United 
States to the United Kingdom of the following: 

1. Nonnuclear parts of atomic weapons and nonnuclear parts 
of atomic weapons systems involving restricted data for the pur- 
pose of improving the United Kingdom’s state of training and 
operational readiness. 

2. Special nuclear materials for research on, development of, 
production of, or use in utilization facilities for military appli- 
cations. 

3. Source, byproduct and special nuclear materials and other 
materials for research on, development of, or use in atomic 
weapons necessary to improve the United Kingdom’s atomic 
weapon design, development or fabrication capabilities. 

The proposed amendment also provides during the same period of 
time for the transfer of similar types of materials and equipment from 
the United Kingdom to the United States including the exchange of 
plutonium for uranium 235. 

The specific quantities and other terms and conditions of the trans- 
fers will be as agreed by the United States and the United Kingdom. 
Cost of packaging and transporting of material and equipment will 
be borne by the recipient nation. 

The proposed amendment revises the original agreement with regard 
to control of information and material transferred to make more spe- 
cific the intent that information, materials, and ee received 
by one party will not be communicated or transferred by that party 
to a third nation or international organization unless the party furnish- 
ing the information, material or equipment has authorized the com- 
munication or transfer in compliance with its laws. In addition the 
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roposed amendment yeeetes that material transferred between the 
Bnited States and the United Kingdom shall not be used for purposes 
other than those for which it was received. Provision is made for 
materials which it is not practicable to keep separate from other ma- 
terials of the receiving party as, for example, when it becomes inter- 
mingled or scrap resulting from manufacturing processes. In such 
cases the recipient party must retain an equivalent amount of its own 
material under its jurisdiction and for the pyrpose for which the other 
party’s material was received. 

The proposed amendment provides that if either nation desires to 
procure materials or components for use in manufacture of atomic 
weapons from any source within the jurisdiction of the other nation 
it will notify the other nation in order that it may insure compliance 
with its applicable laws and regulations. It also provides for technical 
changes in the agreement resulting from the additional cooperation 
provided in the amendment including the addition of necessary defi- 
nitions. The proposed amendment modifies the “duration” article 
of the agreement, originally a period of 10 years, so that the coopera- 
tion in the field of information will continue until December 31, 1969, 
the same period as the materials and equipment cooperation under 
the proposed amendment. 

Other provisions and conditions of the agreement including those 
relating to security safeguards will apply to the cooperation under the 
proposed amendment. Implementation will be undertaken only when 
the communicating or transferring party determines that such coopera- 
tion will promote and will not constitute an unreasonable risk to its 
defense and security and while the two nations are participating in an 
international arrangement for their mutual defense and security 
through substantial and material contributions thereto. 


SUMMARY OF PROPOSED AGREEMENT WITH FRANCE 


The proposed agreement with France provides for the sale by the 
United States to the Republic of France during a period of 10 years 
of agreed amounts of nuclear fuel for use in the development and 
operation of a land-based prototype submarine nuclear propulsion 
plant. It does not involve the communication of any classified 
defense information or restricted data. 

The net amount of uranium transferred would not exceed 440 kilo- 
grams of contained uranium 235 except the net amount of contained 
uranium 235 enriched to more than 20 percent would not exceed 300 
kilograms. Maximum enrichment of the contained uranium 235 
would be 90 percent in the isotope U**. 

During the 10-year period that the agreement would be in effect 
the United States, if requested by France, will reprocess any mate- 
rial transferred under the agreement on terms and conditions to be 
agreed. Any reprocessed material under the agreement may be pur- 
chased by the United States. Any purchase made by the United 
States or France of enriched uranium under the proposed agreement 
will be at the applicable Atomic Energy Commission price in effect 
at the time of purchase. 

The proposed agreement also provides that the enriched uranium 
transferred to France shall not be used for any purpose other than 
the development and operation of a land-based prototype submarine 
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nuclear propulsion plant. France is not to transfer any materials 
received under the agreement to unauthorized persons or beyond the 
jurisdiction of the French Government, except as the United States, 
pursuant to its laws, may agree to transfer of such material to another 
nation and then only if such transfer, in accordance with the laws of 
the United States, is authorized by an agreement for cooperation 
between the United States and the other nation. 

The proposed agreement specifically provides that agreed amounts 
of enriched uranium would transferred to France only when the 
United States determines that such transfers will promote and will not 
constitute an unreasonable risk to its defense and security while 
France is participating with the United States in an international 
arrangement for their mutual defense and security and making sub- 
stantial and material contributions thereto. Implementations of the 


proposed agreement would be undertaken only when these conditions 
prevail. 


SUMMARY OF PROPOSED AGREEMENTS WITH FOUR NATO NATIONS 


(GREECE, TURKEY, THE NETHERLANDS, AND THE FEDERAL REPUBLIC 
OF GERMANY) 


The cooperation to be undertaken by the United States and the 
specifically named members of NATO—Greece, Turkey, the Nether- 
lands, and Federal Republic of Germany—pursuant to the separate 
and individual proposed agreements involves the exchange of certain 
classified information and equipment necessary to improve the state of 
training and operational readiness of the armed forces of those nations. 

The proposed agreements do not involve the transfer of atomic 
weapons, nonnuclear parts of atomic weapons or nuclear material, nor 
the communication of information that will permit a nation to improve 
its atomic weapon design, development or fabrication capability. 
They also do not involve the communication or exchange of classified 
information concerning research, development, or design of military 
reactors. 

The proposed agreements provide that the United States will ex- 
change with each country classified information necessary to the 
development of defense plans; the training of personnel in the employ- 
ment of and defense against atomic weapons and other military appli- 
cations of atomic energy; the evaluation of the capabilities of potential 
enemies in the employment of atomic weapons and other military 
applications of atomic energy; and the development of delivery systems 
capable to carry atomic weapons. In addition the proposed agree- 
ments provide that the United States will transfer to each country 
nonnuclear parts of atomic weapons systems. 

The proposed agreements specifically require that communication 
of information and transfer of nonnuclear parts of weapons systems 
would take place only when the United States determines that it will 
promote and will not constitute an unreasonable risk to its defense 
and security, and only when the recipient nation is participating with 
the United States in an international arrangement for their mutual 
defense and security and making substantial and material contribu- 
tions thereto. Each separate agreement would remain in force until 
terminated by agreement of both parties except that with regard to 
the transfer of information and equipment either party may terminate 
its cooperation upon the expiration of the North Atlantic Treaty. 
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Classified information and nonnuclear parts of atomic weapons 
systems transferred are to be protected under standards set forth in 
security arrangements between the United States and the cooperating 
nation and are not to be transferred to unauthorized persons. The 
recipient nation would not transfer or permit access to any classified 
information or equipment received under provisions of the agreement 
to other nations or international organizations unless so authorized 
by the originating party. 

The proposed agreements with the individual NATO nations are 
similar in nature other than for minor technical variations occasioned 
by different language translations except as to the patent provisions. 
Those with Turkey and the Federal Republic of Germany provide 
that any inventions or discoveries on the part of the receiving nation 
resulting from possession of information communicated or revealed 
by equipment transferred shall be made available to the other party 
to the agreement for defense purposes without charge. The proposed 
agreements with Greece and the Netherlands have a similar patent 
provision except that the inventions or discoveries will be made 
available free without limitation to defense purposes. 


PROPOSED AGREEMENT WITH CANADA 


The proposed agreement with Canada is similar to those with the 
specified NATO countries as to provisions for the United States to 
transfer nonnuclear parts of atomic weapons systems and to exchange 
classified information necessary to the development of defense plans; 
the training of personnel in the employment of and defense against 
atomic weapons and other military applications of atomic energy; 
the evaluation of the capabilities of potential enemies in the employ- 
ment of atomic weapons and other military applications of atomic 
energy; and the development of delivery systems capable to carry 
atomic weapons. 

In addition, however, the proposed agreement with Canada provides 
for the exchange of classified information relative to research, develop- 
ment and design of military reactors to the extent and by such means 
as may be agreed. Thus, exchange of information on reactors of 
primarily military significance, such as army package powerplants, 
will be carried on under the proposed agreement rather than under 
provisions of an existing Civil Uses Agreement which permitted some 
such cooperation between Canada and the United States since 1956. 
With regard to the exchange of the other atomic energy military in- 
formation the proposed agreement will supersede a previous Agree- 
ment for Cooperation for Mutual Defense Purposes between Canada 
and the United States signed on June 15, 1955. 

The proposed agreement with Canada also expresses the U.S. intent 
to agree at some future time to transfer to Canada a military reactor 
and necessary parts and special nuclear material for research on, 
development of, production of, and use in military reactors. Such 
future action would require, however, a specific amendment to the 
agreement and would have to comply with statutory requirements 
including submission to the Congress before it could take effect. 

If either country makes an invention or discovery based upon 
information received by it under the agreement each country will 
receive title to the patent in its own country in addition to a royalty- 
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free license to use the patent in the other country. If the country 
making such invention or discovery would obtain title to the patent 
in a third country, the country having furnished the original informa- 
tion on which the invention or discovery is based would be granted 
a royalty-free license. No patent application involving classified 
information will be filed, however, except in accordance with agreed 
security arrangements. 

The proposed agreement provides for both countries to maintain 
appropriate security safeguards and that any information or material 
transferred will not be made available to unauthorized persons or to 
other nations or international organizations except as the originating 
country may agree in accordance with its statutory laws 

As with all Agreements for Cooperation on the Uses of Atomic 
Energy for Mutual Defense Purposes, transfer of equipment and 
communication of information under the proposed agreement would 
take place only when the transferring country determines that it will 
promote and will not constitute an unreasonable risk to its defense 
and security and only when Canada is participating with the United 
States in an international arrangement for their mutual defense and 
security and making substantial and material contributions thereto. 
It would remain in force until terminated by agreement of both 
nations except that with respect to the transfer of equipment and 
exchange of information if not terminated by agreement of both it 
may be terminated by either nation on 1 year’s notice after a period 
of 10 years, or thereafter on 1 year’s notice to take effect after any 
succeeding 5 years. 

COMMITTEE COMMENTS 


Public Law 85-479, passed during the 85th Congress, 2d session, 
and approved by the President on July 2, 1958, amended the Atomic 
Energy Act of 1954 to permit a greater degree of cooperation between 
the United States and its allies for mutual defense purposes. 

In enacting such legislation the Congress recognized the basic need 
for cooperative arrangements with our friendly allies to provide for 
our common defense. As the President of the United States and the 
Prime Minister of the United Kingdom of Great Britain jointly de- 
clared on October 25, 1957: 


The arrangements which the nations of the free world 
have made for collective defense and mutual help are based 
on the recognition that the concept of nation self-sufficiency 
is now out of date. The countries of the free world are inter- 
dependent and only in genuine partnership, by combining 
their resources and sharing tasks in many fields, can progress 
and safety be found. 


Prior to recommending passage of legislation requested by the ad- 
ministration last year to permit greater cooperation in the military 
field of atomic energy the Joint Committee held extensive hearings 
from January to May of 1958 and very carefully reviewed the need 
for such legislation. (See Hearings Before the Subcommittee on Agree- 
ments for Cooperation of the Joint Committee on Atomic Energy, 
Congress of the United States, 85th Cong., 2d sess., on Amending the 
Atomic Energy Act of 1954— —Exchange of Military Information and 
Material with Allies. ) 
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As pointed out in the committee’s reports (S. Rept. No. 1654, House 
Rept. No. 1849, 85th Cong., 2d sess., p. 9): 


Throughout the hearings and in its deliberations, the Joint 
Committee was mindful of the fact that the amendments orig- 
inally proposed by the Atomic Energy Commission might 
have been interpreted in such a way as to enable a “fourth 
nation” to achieve a nuclear weapons capability. It was 
primarily due to this possibility that the Joint Committee 
made certain changes in the language first recommended by 
the AEC. 


Accordingly, in reporting out the legislation last year which amended 
the Atomic Energy Act of 1954, under sections 144c(1) and 91c¢(4) 
the Joint Committee added language which clearly made the law 
comply with the intent that no classified information or fissionable 
material could be transferred that would assist a country not already 
having weapons capability to achieve such capability. 

The committee of conference further strengthened this important 
point in the law by recommending a distinction between nonnuclear 
parts of atomic weapons and the less sensitive and nonintegral non- 
nuclear parts of weapons systems which was explained as follows: 


The conference agreement, therefore, makes provision for 
the transfer of two distinctly different types of nonnuclear 
parts. One type, the nonnuclear parts of atomic weapons, 
relates to the integral components of the weapon itself which 
could only be transferred to those nations that have made 
substantial progress in the development of atomic weapons. 
The other type relates to nonnuclear parts of atomic weapons 
systems which are not integral to the weapon itself but per- 
tain to various kinds of equipment involving restricted data 
to make possible the operational use and maintenance of the 
weapon, such as adaption kits. This latter category of non- 
nuclear parts relating to the atomic weapons systems is not 
as sensitive as the first category of nonnuclear parts and 
would not disclose internal design information of the weapon. 
This type, under the new language, may be transferred to a 
nation provided that the transfer will not contribute signifi- 
cantly to that nation’s atomic weapon design, development, 
or fabrication capability (conference report to accompany 
H.R. 12716, H. Rept. No. 2051, Amending the Atomic 
Energy Act of 1954, as amended, dated June 27, 1958, p. 4). 


The distinction adopted by the Congress under Public Law 85-479, 
thus provides that nonnuclear parts of atomic weapons may be trans- 
ferred only to a nation that has made substantial progress in the 
development of atomic weapons which the Joint Committee in its 
reports defined as follows: 


With regard to the words “substantial progress” in the 
second proviso of subsection 91c(4) it is intended that the 
cooperating nation must have achieved considerably more 
than a mere theoretical knowledge of atomic weapons design, 
or the testing of a limited number of atomic weapons. It 
is intended that the cooperating nation must have achieved 
a capability on its own of fabricating a variety of atomic 
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weapons, and constructed and operated the necessary facili- 
ties, including weapons research and development labora- 
tories, weapon manufacturing facilities, a weapon-testing 
station, and trained personnel to operate each of these 
facilities. It is intended that full information shall be 
be provided the Joint Committee as to the basis of any such 
determination. In reaching the conclusion as to the intended 
meaning of “substantial progress,’ and the types of material 
and the conditions established under subsection 91c, the 
Joint Committee relied heavily upon the good faith of the 
executive branch in its assertion in the January 27, 1958, 
letter forwarding the proposed amendments that— 

“Tt is not intended that manufactured nuclear compo- 
nents of weapons could be transferred under this amendment, 
nor that we promote the entry of additional nations into the 
field of production of nuclear weapons” (S. Rept. No. 1654, 
H. Rept. No. 1849, 85th Cong., 2d sess., p. 12). 


The Joint Committee was also responsible for adding to the legisla- 
tion last year a new subsection 123d. to require all proposed agreements 
for cooperation involving transfer of military information and material 
to be submitted to the Congress and Joint Committee and not to 
become effective if the Congress passes a concurrent resolution of 
disapproval within a period of 60 days. 


Proposed amendment to United Kingdom agreement 


The United Stetes and Great Britain have benefitted extensively 
from the exchange of information to date under their existing agree- 
ment, which became effective August 3, 1958. The proposed amend- 
ment which will permit the exchange of nonnuclear part of etomic 
weapons and weapons systems and nuclear material for weapons and 
other military use will further assist the two allies to combine their 
— and eliminate duplication of effort for the better defense of 

oth. 

As part of the agreement, Uranium 235 will be transferred by the 
United States to the United Kingdom in exchange for plutonium. 
This will benefit the United Kingdom by eliminating the need for that 
country to expend large sums of money for construction and operation 
of expensive diffusion plants. The United States will benefit by 
obtaining needed plutonium for its small weapons program. It is 
understood and agreed that the exchange of Uranium 235 for pluto- 
nium will be at a ratio of 1 gram of plutonium for each 1.76 gram of 
U** and that such a ratio of exchange will not constitute a precedent 
for payments made by the United States in purchasing plutonium 
from private civilian power reactors. 

While no complete nuclear weapons will be exchanged between the 
two allies, nonnuclear parts of atomic weapons and atomic weapons 
systems will be made available to the United Kingdom to improve 
that country’s state of training and operational readiness. The 
nuclear components of American weapons will be maintained in the 
custody and under the control of American forces and, in accordance 
with the laws and military agreements of both nations will be available 
to the United Kingdom in the event of hostility for the common defense 
of both allies. 
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Proposed agreements with Turkey, Greece, the Netherlands, and the 
Federal Republic of Germany 


The proposed agreements with the four NATO nations, Turkey, 
Greece, the Netherlands, and the Federal Republic of Germany, as 
indicated by the President in his May 26, 1959, letter to the Congress, 
will further the principle agreed to by the heads of government of the 
NATO nations in December 1957 on the desirability of achieving the 
most effective pattern of NATO military defensive strength taking 
into account the most recent develooments in weapons and techniques. 

In accordance with section 144b of the Atomic Energy Act of 1954, 
as amended, the United States will communicate classified atomic 
energy information to each of these allies as is necessary to: (1) the 
development of defense plans; (2) the training of personnel in the 
employment of and defense against atomic weapons and other military 
applications of atomic energy; (3) the evaluation of the capabilities of 
potential enemies in the employment of atomic weapons and other 
military applications of atomic energy; and (4) the development of 
compatible delivery systems for atomic weapons. 

Information to be communicated will be limited solely to the above 
and will not be of a nature that would make possible the receiving 
nation to design, develop or fabricate its own nuclear weapons. 

In order to improve each nation’s state of training and operational 
resdiness within the North Atlantic Treaty Organization, the United 
States would, in accordance with the conditions and safeguards 
required by the laws of the United States and made part of the 
proposed agreements, transfer to each nation nonnuclear parts of 
atomic weapons systems. This equipment which is not an integral 
part of atomic weapons consists of such things as electrical and 
mechanical attachments and adaption kits which will permit our 
NATO allies to improve their operational readiness in the event of 
hostilities. Parts of the weapons themselves, whether nuclear or 
nonnuclear, will remain in the custody and under the control of the 
United States. 

No transfer of any part of a nuclear weapon may be made to these 
nations. However, in the event of hostilities, nuclear weapons in the 
custody of American forces could be transferred by direction of the 
President in accordance with the Constitution and the laws of the 
United States. With the assistance of the equipment and information 
previously made available by means of these proposed agreements, 
our NATO allies will be better prepared to participate with the 
United States in the defense of the free world. The proposed agree- 
ments would further help to give our NATO allies the necessary 
strength and confidence to overcome threats by Soviet nuclear 
weapons equipped forces. 

Communication of information and the transfer of equipment under 
each proposed agreement will take place only after the President 
determines that the specific transfer or communication will promote 
and will not constitute an unreasonable risk to the defense and 
security. Cooperation would take place only while the receiving 
nation is participating with the United States in an international 
arrangement and making substantial and material contributions to 
the mutual defense and security. 

Proposed agreement with Canada 


The proposed agreement with Canada provides for the exchange and 
communication of similar types of equipment and information as with 
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the NATO countries. In addition the United States would exchange 
with Canada information pertaining to military reactors, such as 
Army package power reactors for remote military installations, which 
is already authorized under a previous agreement entered into between 
Canada and the United States in 1956. The proposed agreement, 
therefore, incorporates into one agreement all cooperation contem- 
plated between the United States and Canada in the area of military 
atomic energy information and material. No transfer of parts of 
atomic weapons, whether nuclear or nonnuclear, would take place 
under the agreement. 


Proposed agreement unth France 


The proposed agreement with France does not involve the com- 
munication of any classified information concerning nuclear weapons 
or military reactors. It would authorize the transfer by the United 
States of fuel to be used_solely by the French Government in a land- 
based prototype of a nuclear submarine which the French Govern- 
ment, using its own design, will construct. 

As with all agreements for cooperation for military purposes, 
transfer of the material will take place only when France is partici- 
pating with the United States in an international arrangement for our 
mutual defense and security, and while France is making substantial 
and material contributions thereto. Similarly, the actual transfer of 
material will take place only when the United States determines that 
it will promote and will not constitute an unreasonable risk to its 
defense and security. 

The committee in supporting the proposed amendment to the 
British agreement and the proposed agreements with the other nations 
notes that implementation of the agreements will take place only when 
the required conditions and safeguards have been complied with. The 
committee has been assured that it will be informed prior to communi- 
cation of any information or transfer of any material as to the required 
determinations having been made and as to the specific information 
or material to be transmitted. 

The Joint Committee has been keenly aware of the need to control 
the dissemination of atomic weapons information and material, and 
thus was most careful in reviewing the legislation adopted by the 
Congress last year and the proposed agreements now before the Con- 
gress under provisions of that legislation. 

The Joint Committee submits this report to assist all Members of 
the Congress in understanding the nature and scope of the proposed 
agreements in connection with their review by the Congress as pro- 
vided for under the Atomic Energy Act of 1954, as amended by 
Public Law 85-479. 

There follows as appendix 1 the proposed amendment to the agree- 
ment with the United Kingdom; as appendix 2 the proposed agreement 
with the Republic of France; as appendix 3 the proposed agreement 
with Canada; as appendix 4 correspondence from the President and 
the State Department in support of agreements for cooperation with 
NATO nations; as appendix 5 the proposed agreement with the Fed- 
eral Republic of Germany; as appendix 6 the proposed agreement 
with The Netherlands; as appendix 7, the proposed agreement with 
Turkey; as appendix 8 the proposed agreement with Greece. Included 
also with each proposed agreement is the required statutory cor- 
respondence. 
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APPENDIX 1 


AMENDMENT TO THE AGREEMENT BETWEEN THE GOVERN- 
MENT OF THE UNITED STATES OF AMERICA AND THE GOVERN- 
MENT OF THE UNITED KINGDOM OF GREAT BRITAIN AND 
NORTHERN IRELAND FOR COOPERATION ON THE USES OF 
ATOMIC ENERGY FOR MUTUAL DEFENSE PURPOSES OF JULY 3, 
1958 


The Government of the United States of America and the Government of the 
United Kingdom of Great Britain and Northern Ireland on its own behalf and 
on behalf of the United Kingdom Atomic Energy Authority; 

Desiring to amend in certain respects the Agreement for Cooperation on the 
Uses of Atomic Energy for Mutual Defense Purposes (hereinafter referred to as 
the Agreement for Cooperation) signed at Washington on the third day of July, 
1958; 

Have agreed as follows: 

ARTICLE 1 


The following new Article shall be inserted after Article III of the Agreement 
for Cooperation: 


“ArtTICLE III bis 
“Transfer of Materials and Equipment 


“A. The Government of the United States shall transfer to the Govern- 
ment of the United Kingdom the following in such quantities, at such times 
prior - December 31, 1969, and on such terms and conditions as may be 
agreed: 

“1. non-nuclear parts of atomic weapons which parts are for the 
purpose of improving the United Kingdom’s state of training and 
operational readiness; 

‘2. other non-nuclear parts of atomic weapons systems involving 
Restricted Data which parts are for the purpose of improving the United 
Kingdom ’s state of training and operational readiness when in accord- 
ance with appropriate requirements of applicable laws; 

“*3. special nuclear material for research on, development of, produc- 
tion of, or use in utilization facilities for military applications; and 

“4. source, by-product and special nuclear material, and other mate- 
rial, for research on, development of, or use in atomic weapons when, 
after consultation with the Government of the United Kingdom, the 
Government of the United States determines that the transfer of such 
material is necessary to improve the United Kingdom’s atomic weapon 
design, development or fabrication capability. 

“B. The Government of the United Kingdom shall transfer to the Gov- 
ernment of the United States for military purposes such source, by-product 
and special nuclear material, and equipment of such types, in such quanti- 
ties, at such times prior to December 31, 1969, and on such terms and 
conditions as may be agreed. 

“C. 1. With respect to by-product material, special nuclear material and 
other material transferred from one Party to the other under this Article, 
the recipient Party agrees not to use any such material for purposes other 
than those for which it was received, provided that material which has lost 
its identity as a result of commingling with other material of the recipient 
Party may be put to other uses if the recipient Party retains an equivalent 


15 
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amount of its own material for the purpose for which the other Party’s 
material was received. 

“2. For material or equipment transferred fom one Party to the other 
Party, the recipient Party shall pay or reimburse, as may be agreed, all 
packaging, transportation and related costs. Packaging, shipping containers 
and methods of shipment shall be as may be agreed. 

“3. Should either Party desire to acquire materials or components for use 
in the manufacture or in preparation for manufacture of atomic weapons 
from any source within the jurisdiction of the other Party, the procuring 
Party shall inform the other Party of the proposed procurement in order 
that such other Party may determine whether the proposed procurement 
involves classified information and if so whether the proposed procurement 
is in compliance with its applicable laws and regulations.’ 


ARTICLE 2 


Article VII of the Agreement for Cooperation shall be amended to read as 


follows: 


“ArticLe VII 
“Dissemination 


“Nothing in this Agreement shall be interpreted or shall operate as a bar 
or restriction to consultation or cooperation in any field of defense by either 
Party with other nations or international organizations. Neither Party, 
however, shall communicate classified information or transfer or permit 
access to or use of materials, or equipment, made available by the other 
Party pursuant to this Agreement to any nation or international organization 
unless: 

“A. it is notified by the other Party that all appropriate provisions and 
requirements of such other Party’s applicable laws, including authorization 
by competent bodies of such other Party, have been complied with as neces- 
sary to authorize such other Party directly so to communicate to, transfer 
to or permit access to or use by such other nation or international organiza- 
tion; and further that such other Party authorizes the recipient Party so to 
communicate to, transfer to or permit access to or use by such other nation 
or international organization; or 

“B. in the case of communication of classified information and access to 
materials or equipment, such other Party has informed the recipient Party 
that such other Party has so communicated such classified information to, or 
permitted access to such materials or equipment by, such other nation or 
international organization; or 

“C. in the case of material which has lost its identity as a result of com- 
mingling with other material of the recipient Party, the recipient Party 
retains an amount under its jurisdiction equivalent to that made available 
to it by the other Party under this Agreement.” 


ARTICLE 3 


Article IX of the Agreement for Cooperation shall be amended as follows: 

(1) The words “Article III’’ shall be deleted from paragraph A, sub- 
paragraph 2 of paragraph B, and a 1 of paragraph D, and the 
words ‘‘ Articles III or III bis’ shall be substituted therefor. 

(2) The words “submarine propulsion plant and spare parts transferred 
pursuant to paragraph A of Article III’’ shall be deleted from subpara- 
gragh 1 of paragraph B, and the words “submarine propulsion plant, spare 
parts or equipment transferred pursuant to paragraph A of Article III or 
paragraph A or paragraph B of Article III bis’ shall be substituted therefor. 


ARTICLE 4 


Article XI of the Agreement for Cooperation shall be amended as follows: 
(1) Paragraph C shall be amended by adding at the end thereof the 
following: 

““*Equipment’ also includes. non-nuclear parts of atomic weapons 
and other non-nuclear parts of atomic weapons systems involving 
Restricted Data.” 

(2) After paragraph H add the following: 

“T. ‘Non-nuclear parts of atomic weapons’ means parts of atomic 

weapons which are specially designed for them and are not in general 
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use in other end products and which are not made, in whole or in part, 
of special nuclear material; and ‘other non-nuclear parts of atomic 
weapons systems involving Restricted Data’ means parts of atomic 
weapons systems, other than non-nuclear parts of atomic weapons, which 
contain or reveal atomic information and which are not made, in whole 
or in part, of special nuclear material. 

“J. ‘Atomic information’ means information designated ‘Restricted 
Data’ or ‘Formerly Restricted Data’ by the Government of the United 
States and information designated ‘ATOMIC’ by the Government of the 
United Kingdom.” 

ARTICLE 5 


Article XII of the Agreement for Cooperation shall be amended as follows: 
The words “to take effect at the end of a term of ten years,” shall be 
deleted and the words “to take effect on December 31, 1969,” shall be 
substituted therefor. 
ARTICLE 6 


This Amendment, which shall be regarded as an integral part of the Agreement 
for Cooperation, shall enter into force on the date on which each Government 
shall have received from the other Government written notification that it has 
complied with all statutory and constitutional requirements for the entry into 
force of this Amendment. 

IN WITNESS WHEREOF, the undersigned, duly authorized, have signed this 
Amendment. 

Done at Washington this seventh day of May, 1959, in two original texts. 


For the Government of the United States of America: 


/s}/ Curisttan A, HerTER 
Secretary of State 


; For _ Government of the United Kingdom of Great Britain and Northern 
reland: 


/s} Haroutp Caccra 
British Ambassador 


Certified to be a true copy: 
Rosert D. Bourne, 
Division of International Affairs, 
U.S. Atomic Energy Commission, 


To the Congrcss of the United States: 


Pursuant to the Atomic Energy Act of 1954, as amended, I am submitting 
herewith to each House of the Congress an authoritative copy of an amendment 
to the agreement between the Government of the United States of America and 
the Governnent of the United Kingdom of Great Britain and Northern Ireland 
for cooperation on the uses of atomic energy for mutual defense purposes of July 
3, 1958. The amendment was signed at Washington on May 7, 1959. 

The agreement of July 3, 1958, for cooperation on the uses of atomic energy 
for military purposes provided for the exchange of information covering the 
design and use of atomic weapons and other military applications of atomic 
energy and for the sale to the United Kingdom of a nuclear submarine propulsion 
plant and necessary fuel. Numerous exchanges have been made under this 
agreement, and both nations have benefited from these exchanges. 

Under the provisions of the agreement there have been discussions between 
representatives of the two nations concerning the nature and scope of equipment 
and materials exchanges which would best contribute to our common defense and 
security and further benefit our two nations. As a result of these discussions an 
amendment to the agreement has been developed to further the goal of our mutual 
defense. It is gratifying to note that this amendment will also result in conserva- 
tion of scientific and technical manpower and effort, and capital which would 
otherwise be required in providing duplicate facilities to meet our corresponding 
but separate requirements. 

I am also transmitting a copy of the Secretary of State’s letter accompanying 
authoritative copies of the signed amendment, a copy of a joint letter from the 


59004 Res., Vol. 4—S. Rept. 513, 86-1, O-61—2 
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Chairman of the Atomic Energy Commission and the Secretary of Defense 
recommending my approval of this amendment, and a copy of my memorandum 
in reply thereto setting forth my approval. 


Dwicat D. E1sENHOWER. 
Tue Ware Hovussg, May 19, 1950. 


(Enclosures: (1) Copy of amendment to the agreement between the Govern- 
ment of the United States of America and the Government of the United Kingdom 
ofgGreat Britain and Northern Ireland for cooperation on the uses of atomic 
energy for mutual defense purposes; (2) copy of Secretary of State’s letter ac- 
companying copies of the signed amendment; (3) copy of a joint letter from the 
Secretary of Defense and the Chairman of the AEC recommending my approval 


of the amendment; (4) a copy of my memorandum in reply thereto setting forth 
my approval.) 


DEPARTMENT OF STATE, 


Washington, May 7, 1959. 
The PRESIDENT, 


The White House: 


The undersigned, the Secretary of State, has the honor to submit to the Presi- 
dent with a view to its transmission to the Congress, pursuant to the Atomic 
Energy Act of 1954, as amended, an amendment to the agreement between the 
Government of the United States of America and the Government of the United 
Kingdom of Great Britain and Northern Ireland for cooperation on the uses of 
a oneray for mutual defense purposes, signed at Washington under date of 

uly 3, 1958. 

This amendment was signed on May 7, 1959, on behalf of the United States 
pursuant to the authorization granted in your memorandum of May 5, 1959, to 
the Secretary of Defense and the Chairman of the Atomic Energy Commission. 


A copy of that memorandum was received by the Secretary of State from the 
President. 


Respectfully submitted. 
CuRIsTIAN A. HERTER, 
Secretary of State. 
(Enclosure: Amendment to the agreement between the Government of the 
United States of America and the Government of the United Kingdom of Great 


Britain and Northern Ireland for cooperation on the uses of atomic energy for 
mutual defense purposes.) 





U.S. Atomic ENERGy ComMmMISSION, 
Washington, D.C., May 2, 1959, 

The PRESIDENT, 

The White House. 


Dear Mr. PREsIDENT: The U.S. Atomic Energy Commission and the Secretary 
of Defense recommend that you approve the attached amendment to the agree- 
ment between the Government of the United States of America and the Govera- 
ment of the United Kingdom of Great Britain and Northern Ireland for 
cooperation on the uses of atomic energy for mutual defense purposes. It is 
further recommended that you authorize the execution of this proposed amend- 
ment to the agreement on behalf of the United States of America. he Secretary 
of State concurs in the recommendations herein. 

You will recall that the present agreement, which was executed on July 3, 1958, 
provided for increased cooperation with the United Kingdom under the authority 
of the Atomic Energy Act of 1954 as amended by Public Law 85-479. It pro- 
vided the necessary framework for the exchange of certain classified information 
and the transfer of certain equipment and materials for military uses. 

In the area of information, the agreement provided for exchange of information 
with the limits imposed by sections 144(b) and 144(c) of the Atomic Energy Act, 
as amended. Such information covered the development of defense plans; the 
training of personnel; the evaluation of the capability of potential enemies in the 
employment of atomic weapons and other military applications; the development 
of delivery systems capable of carrying atomic weapons; design, development and 
fabrication of atomic weapons; and research, development, and design of military 
reactors. The agreement continued in effect submarine reactor cooperation earlier 


undertaken and provided for broader cooperation in the military reactor field in 
the future. 
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In the area of equipment and materials, the agreement provided for the transfer 
by sale to the United Kingdom of one complete submarine nuclear propulsion 
plant and fuel for operation of this plant for a period of 10 years. 

It is believed that this agreement has resulted in significant advances to our 
mutual defense and security. Both Governments have benefited extensively 
from the exchange of information under the provisions of this agreement. 

You will recall that although authorized by Public Law 85-479, the agreement 
did not provide for the transfer of nonnuclear parts of atomic weapons or other 
nonnuclear parts of atomic weapons systems or of materials for research on, 
development of, or use in atomic weapons or of materials for research on, develop- 
ment of, or production of utilization facilities for military application. Until such 
time as discussions could be held with the United Kingdom under the authority 
of Public Law 85-479 and the new agreement, it was not possible to determine 
the nature or scope of equipment and materials exchanges which would best 
contribute to our common defense and security. Such discussions have since 
been held, and the purpose of the attached amendment to the agreement is to 
provide for the transfer of such equipment and materials. 

As we stated when we submitted the agreement for your approval, the United 
Kingdom is participating with the United States in international arrangements 
pursuant to which the United Kingdom is making substantial and material con- 
tributions to the mutual defense and security, and the United Kingdom has made 
substantial progress in the development of atomic weapons. 

This amendment provides for the transfer from the United States to the United 
Kingdom of (a) nonnuclear parts of atomic weapons and other nonnuclear parts 
of atomic weapons systems involving restricted data for the purpose of improving 
the United Kingdom’s state of training and operational readiness; (b) special 
nuclear materials for research on, development of, production of, or use in utiliza- 
tion facilities for military applications; and (e) certain source, byproduct, and 
special nuclear materials, and other materials for research on, development of, 
or use in atomic weapons necessary to improve the United Kingdom atomic 
weapon design, development or fabrication capabilities. 

The amendment provides for the transfer of similar materials and equipment 
from the United Kingdom to the United States. 

The transfers are to take place from time to time during the period ending 
December 31, 1969. The quantities and other terms and conditions of the trans- 
fers will be as agreed by the parties. In this connection, the maximum quantities 
of materials to be transferred by the United States prior to December 31, 1969, 
is contained in a supplementary classified letter. hese quantities of materials 
can be made available for transfer during this period without adverse effect on 
our defense program. However, it is not possible to determine at this time all 
the types and the quantities of nonnuclear parts of atomic weapons and other 
nonnuclear parts of atomic weapons systems involving restricted data which 
should b& transferred between the parties prior to December 31, 1969, to improve 
our common defense. 
~~ Lhe amendment, therefore, provides that the parties will agree from time to time 
on types and quantities to be transferred. All such agreements will be submitted 
for your approval and, in accordance with the provisions of sectioa 91(a) of the 
Atomic Energy Act and article I of the agreement be subject to your determination 
that the proposed transfer will promote and will not constitute an unreasonable 
risk to the common defense and security. It is contemplated that transfers of 
equipment for use in manufacture of weapons will be by sale with the purchasing 
party paying the cost of the other party in providing the equipment. It is also 
contemplated that equipment transferred for other uses may be sold, leased or 
loaned by the United States. Materials will also be transferred by sale. In this 
connection, it is contemplated that highly enriched U** sold by the United States 
will be paid for with plutonium at the rate of 1 grain of plutonium for 1.76 grains 
of U5, 

While the quantities of equipment and materials which will be transferred by 
the United States will not adversely intérfere with our defense program, they will 
be such as to add to the United Kingdom’s defense capability, and will preclude 
unnecessary duplication of effort, facilities, and funds and will provide for our 
greater collective security. The intended application of materials to the United 
Kingdom nuclear weapon production program as to types and time schedules for 
the next 10 years is considered consistent with current and planned force struc- 
tures and delivery capabilities and in concurrence with the contribution the United 
Kingdom is expected to make to the defense of NATO and to the military strength 
and solidarity of the Western Alliance. 
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Considering the progress to date on exchange of information within the limits 
imposed by section 144(b) and 144(c) provided for in the agreement, the expanded 
cooperation with the United Kingdom now proposed will contribute markedly to 
the development of practical and economical measures for applying the resources 
of both countries to the common defense and will serve as further evidence of the 
military, political and scientific bonds between the two nations. 

In view of all the foregoing reasons the transfer of materials as proposed in 
the amendment is necessary to improve the atomic weapon design, development 
or fabrication capability of the United Kingdom. 

The amendment recognizes that some materials and components to which one 
party may wish to procure from sources within the jurisdiction of the other party 
may be procured without an agreement for cooperation, provided that classified 
information not involving atomic information involved in the procurement may 
properly be communicated to the purchasing party. The amendment, therefore, 
provides that the other party will be informed of any such proposed procurement 
of materials or components for use in the manufacture of atomic weapons in 
order that it may insure compliance with its applicable laws and regulations. 

The amendment also revises the “dissemination” article of the agreement. This 
revision is intended to make more specific the meaning of the original article, 
namely, that information, materials or equipment received by one party will 
not be communicated or transferred by that party to a third nation or inter- 
national organization unless the party furnishing the information, material or 
equipment authorizes the communication or transfer after determining that it 
could effect the communication or transfer directly or, in the case of information, 
that it had previously communicated the information to such nation or organiza- 
tion. Special provision is made for materials which it is not practicable to keep 
separate from other materials of the receiving party, sUch as materials which 
became intermingled, or scrap resulting from manufacturing processes. To avoid 
burdensome and costly administrative procedures, which would otherwise be 
necessary to trace and identify this material, the amendment provides that an 
equivalent amount of the material will be retained under the jurisdiction of the 
receiving party. 

The amendment makes technical changes in the “patents” article of the agree- 
ment resulting from the additional cooperation provided in the amendment and 
adds additional definitions. Finally the amendment modifies the “duration” 
article of the agreement so that co-operation in the field of information will con- 
tinue until December 31, 1969, the term of the materials and equipment co-opera- 
tion under the amendment. 

Other provisions and conditions of the agreement including those relating to 
security safeguards will apply to cooperation under the amendment. 

In accordance with the provisions of section 91 of the Atomic Energy Act of 
1954, as amended, the agreement specifically provides in article I that all coopera- 
tion under the agreement will be undertaken only when the communicating or 
transferring party determines that such cooperation will promote and will not 
constitute an unreasonable risk to its defense and security, while the United States 
and the United Kingdom are participating in an international arrangement for 
their mutual defense and security through substantial and material contributions 
thereto. Cooperation under article XIX bis, which will be added to the agreement 
by the amendment, would be undertaken only when these conditions prevail. 

It is the considered opinion of the Atomic Energy Commission and the Depart- 
ment of Defense that the performance of this amendment to the agreement will 
promote and will not constitute an unreasonable risk to the common defense and 
security of the United States. 

Accordingly, it is reeommended that you (1) approve the program for the trans- 
fer of material and equipment as set forth herein and in the attached amendment 
to the agreement; (2) determine that the performance of this amendment to the 
agreement will promote and will not constitute an unreasonable risk to the com- 
mon defense and security of the United States; (3) approve the proposed amend- 
ment to the agreement for cooperation; and (4) authorize the execution of the 
ee amendment to the agreement for the Government of the United States 

y the Secretary of State. 
Respectfully yours, 
Donatp A. QUARLEs, 
Secretary of Defense. 
Joun A. McCone, 


Chairman, Atomic Energy Commission. 
(Enclosures: As stated.) 
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THe Wuirte Hovssz, 
Washington, May 5, 1959. 


Memorandum for— 


Tue CHAIRMAN, ATomic ENERGY COMMISSION. 
Tue SECRETARY OF DEFENSE. 


In your joint letter of May 2, 1959, the Chairman of the Atomic Energy Com- 
mission and the Secretary of Defense recommended that I a prove a proposed 
amendment to the agreement of July 3, 1958, between the Government of the 
United States of America and the Government of the United Kingdom of Great 
Britain and Northern Ireland for cooperation on the uses of atomic energy for 
mutual defense purposes. 

The United Kingdom is participating with the United States in international 
arrangements pursuant to which it is making substantial and material contribu- 
tions to the mutual defense and security, and the United Kingdom has made 
substantial progress in the development of atomic weapons. The proposed 
amendment will permit cooperation necessary to improve capabilities of the 
United States, and the United Kingdom, in the application of atomic energy for 
mutual defense purposes, subject to provisions, conditions, guarantees, terms, 
and special determinations, which are most appropriate in this important area of 
mutual assistance. 

Having considered the cooperation provided for in the amendment, including 
your joint recommendation, the security safeguards and other terms and con- 
ditions of the agreement and the amendment, I hereby— 

(a) Approve the program for transfer prior to December 31, 1969, of— 

(i) nonnuclear parts of atomic weapons and other nonnuclear parts 

of atomic weapons systems involving restricted data; and 

(ii) source, byproduct, special nuclear and other material 
in the types and quantities and under the terms and conditions provided 
in the joint letters dated May 2, 1959, to me from the Chairman, United 
States Atomic Energy Commission, and the Secretary of Defense, and the 
proposed amendment to the agreement of July 3, 1958, between the Gov- 
ernment of the United States and the Government of the United Kingdom 
for cooperation on the uses of atomic energy for mutual defense purposes; 
however, types, quantities and conditions of transfer not so provided are 
subject to my further approval. 

(b) Determine that the performance of this amendment to the agreement 
will promote and will not constitute an unreasonable risk to the common 
defense and security of the United States; 

(c) Approve the proposed amendment to the agreement for cooperation; 
and 

(d) Authorize the execution of the proposed amendment to the agreement 
for the Government of the United States by the Secretary of State. 

In taking these actions, I have noted the supplementary classified information 
regarding the amendment to the agreement, also jointly submitted to me. 

After execution of the agreement, I shall submit it to the Congress of the 
United States. 

I am forwarding a copy of this memorandum to the Secretary of State. 


Dwicut D. EIsENHOWER. 


APPENDIX 2 


AGREEMENT BETWEEN THE GOVERNMENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERNMENT OF THE REPUB- 
LIC OF FRANCE FOR COOPERATION ON THE USES OF ATOMIC 
ENERGY FOR MUTUAL DEFENSE PURPOSES 


The Government of the United States of America and the Government of the 

Republic of France, 
onsidering that their mutual security and defense require that they be pre- 
pared to meet the contingencies of atomic warfare; 

Considering that they are participating together in international arrangements 
pursuant to which they are making substantial and material contributions to their 
mutual defense security; 

Recognizing that their common defense and security will be promoted by the 
transfer by the Government of the United States to the Government of the Re- 
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public of France of enriched uranium for use in the development and operation 
of a land based prototype submarine nuclear propulsion plant; 

Believing that such transfer can be undertaken without risk to the defense and 
security of either country; and 

Taking into consideration their respective laws in this matter and, in particular, 
concerning the United States, the Atomic Energy Act of 1954 as amended, which 
was enacted with these purposes in mind, 

Have agreed as follows: 

ArTICLE I 


General Provision 


While the Government of the United States and the Government of the Republic 
of France are participating in an international arrangement for their mutual 
defense and security and making substantial and material contributions thereto, 
the Government of the United States will transfer by sale to the Government of 
the Republic of France agreed amounts of U2 contained in uranium enriched 
up to ninety percent (90%) in the isotope U2 for use in the development and 
operation of a land based prototype submarine nuclear propulsion plant, in 
accordance with the provisions of this Agreement, provided that the Government 
of the United States determines that such transfers will promote, and will not 
constitute an unreasonable risk to, its defense and security. 


ArTIcLE II 
Transfer of Enriched Uranium 


A. Pursuant to Article I hereof the Government of the United States will 
transfer by sale agreed amounts of U?* contained in uranium enriched up to 
ninety percent (90%) in the isotope U*, as needed for use in the development 
and operation of a land based prototype submarine nuclear propulsion plant, 
during the ten (10) years following the date of entry into force of this Agreement, 
on such terms and conditions as may be agreed. The net amount of any uranium 
transferred hereunder during such period shall not exceed four hundred forty 
(440) kilograms of contained U2* except that the net amount of U2 contained 
in uranium enriched to more than twenty percent (20%) in the isotope U* shall 
not exceed three hundred (300) kilograms; the net amount shall be the gross 
quantity of contained U* in uranium transferred to the Government of the 
Republic of France during such period less the quantity of contained recoverable 
U2 which has been resold or otherwise returned to the Government of the United 
States during such period. If the Government of the Republic of France so 
requests, the Government of the United States will during such period authorize 
the conversion in private facilities in the United States of UF to metal or other 
forms, as may be agreed, from the enriched uranium transferred under this 
Agreement. 

B. If the Government of the Republic of France so requests, the Government 
of the United States will during such ten year period on terms and conditions to 
be agreed, reprocess any material transferred under this Agreement in facilities 
of the Government of the United States, if the reprocessing of such material is 
technically feasible in said facilities, or authorize such reprocessing in private 
facilities in the United States. Enriched uranium recovered in reprocessing such 
materials by either Party may be purchased by the Government of the United 
States under terms and conditions to be agreed. Enriched uranium recovered in 
reprocessing such materials and not purchased by the Government of the United 
States shall be returned to or retained by the Government of the Republic of 
France and any U5 not purchased by the Government of the United States will 
be credited to the amounts of U5 to be transferred by the Government of the 
United States under this Agreement. 

C. The Government of the United States shall be compensated for enriched 
uranium sold by it pursuant to this Article at the United States Atomic Energy 
Commission’s published charges applicable to the domestic distribution of such 
material in effect at the time of the sale. Any purchase of enriched uranium 
by the Government of the United States pursuant to this Article shall be at the 
applicable price of the United States Atomic Energy Commission for the purchase 
of enriched uranium in effect at the time of purchase of such enriched uranium. 
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ArtIc.eE III 
Responsibility for Use of Information and Material 


The application or use of any information or material communicated, exchanged 
or transferred under this Agreement shall be the responsibility of the Party 
receiving it, and the other Party does not provide any indemnity, and does not 
warrant the accuracy or completeness of such information and does not warrant 
the suitability or completeness of such information or material for any particular 
use or application. 

Articite IV 


Conditions 


A. Cooperation under this Agreement will be carried out by each of the Parties 
in accordance with its applicable laws. 

B. Resticted Data shall not be communicated under this Agreement, and no 
materials shall be transferred under this Agreement in such form as would involve 
the communication of Restricted Data. 

C. The enriched uranium transferred pursuant to this Agreement shall be 
used by the Government of the Republic of France exclusively in the development 
and operation of a land based prototype submarine nuclear propulsion plant in 
the preparation or implementation of defense plans in the mutual interests of the 
two countries. 

ARTICLE V 


Guaranties 


The Government of the Republic of France guarantees that: 

A. The safeguards provided in Article VI shall be maintained. 

B. Any materials transferred pursuant to this Agreement shall not be trans- 
ferred by the Government of the Republic of France, or persons under its juris- 
diction, to any unauthorized persons, or transferred beyond the jurisdiction of 
the Government of the Republic of France except as the Government of the 
United States, pursuant to its laws, may agree to transfer of such material to 
another nation, and then only if in the opinion of the Government of the United 
States such transfer is authorized by an agreement for cooperation between the 
Government of the United States and the other nation. 


ArticLte VI 
Safeguards 


In order to assure use as provided in paragraph C of Article IV, the Parties 
shall have the same rights and obligations under this Agreement with respect to 
reactors, equipment and devices, and materials and their derivatives as they now 
have under Article X of the Agreement for Cooperation Concerning the Civil 
Uses of Atomic Energy between the Parties, signed at Washington on June 19, 
1956, as amended by the Agreement signed on July 3, 1957, with respect to re- 
actors, equipment and devices, and materials and their derivatives. 


ArticLeE VII 
Definitions 


For the purposes of this Agreement: 

A. “Restricted Data’? means all data concerning (1) design, manufacture, or 
utilization of atomic weapons; (2) the production of special nuclear material; or 
(3) the use of special nuclear material in the production of energy, but shall not 
include data declassiffied or removed from the category of Restricted Data by 
the appropriate authority. 

B. ‘‘Person”’ means: 

1. any individual, corporation, partnership, firm, association, trust, estate, 
public or private institution, group, government agency or government 
corporation other than the United States Atomic Energy Commission and the 
French Commissariat for Atomic Energy; and 

2. any legal successor, representative, agent or agency of the foregoing. 

C. ‘Parties’? means the Government of the United States and the Government 
of the Republic of France, including the United States Atomic Energy Commission 
on behalf of the Government of the United States and the French Commissariat 
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for Atomic Energy on behalf of the Government of the Republic of France. 
‘*Party’”’ means one of the above ‘“‘Parties’’. 
D. “Development and operation” shall be construed to include critical ex- 


periments required in the development and operation of a land based prototype 
submarine nuclear propulsion plant. 


ArticLe VIII 
Duration 


This Agreement shall enter into force on the date on which each Government 
shall have received from the other Government written notification that it has 
complied with all statutory and constitutional requirements for the entry into 
force of this Agreement, and shall remain in force until terminated by agreement 
of both Parties except that Article II of this Agreement shall terminate ten years 
following the entry into force of this Agreement. 

IN WITNESS WHEREOF, the undersigned, duly authorized, have signed this 
Agreement. 

Done at Washington in duplicate in the English and French languages, both 
texts being equally authentic, this seventh day of May, 1959. 


For the Government of the United States of America: 
CurisTiaAN A. HERTER 
Secretary of State 


For the Government of the Republic of France: 
Hervé ALPHAND 
French Ambassador 


This is certified to be a true copy: 


Rosert D. Bourne, 
Division of International A ffairs, 
U.S. Atomic Energy Commission. 


To the Congress of the United States: 


Pursuant to the Atomic Energy Act of 1954, as amended, I am submitting 
herewith to each House of the Congress an authoritative copy in the English 
text of an agreement between the Government of the United States of America 
and the Government of the Republic of France for cooperation in the uses of 
atomic energy for mutual defense purposes. The agreement has been executed 
on May 7, 1959, by the Secretary of Btate on behalf of the Government of the 
United States, and by the Ambassador of France to the United States on behalf 
of the Government of the Republic of France. 

To assist France in the development of a land-based prototype submarine pro- 
pulsion plant, and in response to a request by France for U.S. cooperation in 
this field, our Governments have concluded this agreement whereby the United 
States will sell to France a quantity of enriched nuclear fuel for this purpose. 

The agreement recognizes the relationship of this assistance to the mutual 
security of the two nations, and the contribution to joint defense arrangements 
which transfer of this material will make. As the result of discussions with the 
French, it has been determined that the amounts envisaged for sale to France 
should permit them to carry out the proposed project. 

The transfer of the nuclear fuel under this agreement will be carried out in 
accordance with the Atomic Energy Act of 1954, as amended, and pursuant 
thereto I have determined that performance of this cooperation will promote, 
and will not constitute an unreasonable risk to, the common defense and security 
of the United States. It will be noted that the agreement does not provide for 
the communication of restricted data. 

I am also transmitting a copy of the Secretary of State’s letter accompanying 
the text of the agreement, a copy of a joint letter from the Chairman of the Atomic 
Energy Commission and the Secretary of Defense recommending my approval 
of this agreement, and a copy of my memorandum in reply thereto setting forth 
my approval. 


Dwicat D. EISENHOWER. 
THe Waite Houssz, May 19, 1959. 


(Enclosures: (1) Agreement between the Government of the United States 
of America and the Government of the Republic of France for cooperation in the 
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uses of atomic energy for mutual defense purposes; (2) copy of Secretary of State’s 
letter accompanying copies of the signed agreement; (3) — of a joint letter from 
the Secretary of Defense and the Chairman of the AEC recommending my 


approval of the agreement; (4) a copy of my memorandum in reply thereto 
setting forth my approval.) 





DEPARTMENT OF STATE, 


Washington, May 7, 1959. 
The PRESIDENT, 


The White House: 


The undersigned, the Secretary of State, has the honor to submit to the President 
with a view to its transmission to the Congress, pursuant to the Atomic Energy 
Act of 1954, as amended, an agreement between the Government of the United 
States of America and the Government of the Republic of France for cooperation 
on the uses of atomic energy for mutual defense — 

This agreement was signed on May 7, 1959, on behalf of the United States 
pursuant to the authorization granted in your memorandum of May 5, 1959, 
to the Secretary of Defense and the Chairman of the Atomic Energy Com- 
miss 


ion. 
A — of that memorandum was received by the Secretary of State from the 
esi 


ent. 
Respectfully submitted. 
CuristT1an A. HERTER, 
Secretary of State. 
(Enclosure: Agreement between the Government of the United States of 


America and the Government of the Republic of France for cooperation on the 
uses of atomic energy for mutual defense purposes.) 





Atomic Enercy Commission, 


Washington, D.C., May 2, 1959. 
THE PRESIDENT, 


The White House. 


Dear Mr. Presipent: The U.S. Atomic Energy Commission and the Secretary 
of Defense recommend that you approve the attached agreement between the 
Government of the United States of America and the Government of the Republic 
of France for cooperation on the uses of atomic energy for mutual defense pur- 
poses. It is further recommended that you authorize the execution of this pro- 
og agreement on behalf of the United States of America. The Secretary of 

tate concurs in the recommendations herein. 

The cooperation provided for in the agreement is authorized by the Atomic 
Energy Act of 1954, as amended by Public Law 85-479. The Republic of France 
is participating with the United States in an international arrangement pursuant 
to which the Republic of France is making substantial and material contributions 
to the mutual defense and security. 

This agreement provides for the transfer by sale by the Government of the 
United States to the Government of the Republic of France during the period of 
10 years following the date of entry into force of this agreement of agreed amounts 
of contained in uranium enriched up to 90 percent in the isotope U™ as 
needed for use in the development and operation of a land based prototype sub- 
marine nuclear propulsion plant. The net amount of any uranium transferred 
under this agreement shall not exceed 440 kilograms of contained U™** except 
that the net amount of U** contained in uranium enriched to more than 20 per- 
cent in the isotope U** shall not exceed 300 kilograms. No restricted data or 
classified defense information shall be communicated under this agreement. 

The transfer of enriched uranium for use in the development and operation of 
a land based prototype submarine nuclear propulsion plant is responsive to a 
_— request from the French Government and is for the purpose of assisting 

rance in the development of a nuclear submarine capability in the French fleet. 

The agreement provides that the Government of the Republic of France 
guarantees that materials transferred under this agreement shall be used ex- 
clusively in the development and operation of a land based protot submarine 
nuclear propulsion plant in the preparation or implementation of defense plans in 
the mutual interests of the two countries. Appropriate safeguards are contained 
in the agreement to assure such use. The —— also contains a commit- 
ment that the Government of the Republic of France will not transfer any ma- 











26 AMENDMENTS FOR COOPERATION FOR MUTUAL DEFENSE 


terials received pursuant to this agreement to unauthorized persons or beyond 
the jurisdiction of the Government of the Republic of France except as the Govern- 
ment of the United States, pursuant to its laws, may agree to transfer of such 
material to another nation and then only if in the opinion of the Government of 
the United States such transfer is authorized by an agreement for cooperation 
between the Government of the United States and the other nation. 

This agreement, except for article II, shall remain in force until terminated by 
agreement of both parties thus assuring continued protection for materials trans- 
ferred in accordance with the provisions of the agreement. Article II, providing 
for transfer of enriched uranium, shall terminate 10 years following the entry 
into force of the agreement. 

In accordance with the provisions of section 91 of the Atomic Energy Act of 
1954, as amended, the agreement specifically provides in article I that agreed 
amounts of enriched uranium will be transferred to the Government of the 
Republic of France only when the Government of the United States determines 
that such transfers will promote and will not constitute an unreasonable risk to 
its defense and security while the United States and France are participating in 
an international arrangement for their mutual defense and security and making 
substantial and material contributions thereto. Cooperation under article II of 
the agreement would be undertaken only when these conditions prevail. 

It is the considered opinion of the Atomic Energy Commission and the Depart- 
ment of Defense that the performance of the proposed agreement will promote 
and will not constitute an unreasonable risk to the common defense and security 
of the United States. Accordingly, it is recommended that you 

(1) Approve the program as set forth herein and in the attached agreement, 
for the transfer of agreed amounts of enriched uranium; 

(2) Determine that the proposed Agreement will promote and will not 
constitute an unreasonable risk to the common defense and security of the 
United States; 

(3) Approve the proposed agreement for cooperation; and 

(4) Authorize the execution of the proposed Agreement for the Govern- 
ment of the United States by the Secretary of State. 

Respectfully yours, 

/s) Donaup A. QUARLEsS, 
Deputy Secretary, Department of Defense, 
May 2, 1959. 
/s/ Joan A. McCongz, 
Chairman, Atomic Energy Commission, 
April 29, 1959. 
(Attachment: Agreement for cooperation.) , 


Tue Waite Hovss, 
Washington, May 6, 1959. 
Memorandum for— 

The Secretary oF DEFENSE. 

The CuarrMan, ATomic ENERGY CoMMISSION. 


In your joint letter of May 2, 1959, to me, you recommended that I approve a 
proposed agreement between the Government of the United States of America 
and the Government of the Republic of France for cooperation on the uses of 
atomic energy for mutual defense purposes. 

France is participating with the United States in an international arrangement 
pursuant to which it is making substantial and material contributions to the 
mutual defense and security. Phe proposed agreement will permit cooperation 
necessary to assist France in the development of a nuclear submarine capability 
for defense plans in the mutual interests of the two countries, subject to pro- 
visions, conditions, guarantees, terms, and special determinations, which are most 
appropriate in this important area of mutual assistance. 

aving considered the cooperation provided for in the agreement, including 
your joint recommendations, guarantees and other terms and conditions of the 
agreement, I hereby— 

(1) approve the program for the transfer of enriched uranium in the 
quantities and under the terms and conditions provided in the joint letter 
to me from the Secretary of Defense and the Chairman of the Atomic Energy 
Commission dated May 2, 1959, and in the proposed agreement; 
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(2) determine that the performance of this agreement will promote and 
will not constitute an unreasonable risk to the common defense and security 
of the United States; 

(3) approve the proposed agreement for cooperation; and 

(4) authorize the execution of the proposed agreement for the Government 
of the United States by the Secretary of State. 

After execution of the agreement, I shall submit it to the Congress. 
I am forwarding a copy of this memorandum to the Secretary of State. 


Dwicuat D. E1seNnOWBR, 





APPENDIX 3 


AGREEMENT BETWEEN THE GOVERNMENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERNMENT OF CANADA FOR 
COOPERATION ON THE USES OF ATOMIC ENERGY FOR MUTUAL 
DEFENSE PURPOSES 


o a Government of the United States of America and the Government of 
anada, 

Considering that their mutual security and defense require that they be pre- 
pared to meet the contingencies of atomic warfare; 

Considering that they are participating together in an international arrange- 
ment pursuant to which they are making substantial and material contributions 
to their mutual defense and security; 

{ Recognizing that their common defense and security will be advanced by the 
exchange of information concerning atomic energy and by the transfer of certain 
types of equipment; 

Believing that such exchange and transfer can be undertaken without risk to 
the defense and security of either country; 

Contemplating that their common defense and security may be advanced by 
the transfer at some future time of other types of equipment and materials for 
use therein; and 

Taking into consideration that the United States Atomic Energy Act of 1954, 
as amended, and the Canadian Atomic Energy Control Act and Atomic Energy 
Regulations were enacted or prepared with these purposes in mind, 

Save agreed as follows: 

ARTICLE I 


General Provision 


While the United States and Canada are participating in an international 
arrangement for their mutual defense and security and making substantial and 
material contributions thereto, each Party will communicate to and exchange with 
the other Party information, and transfer materials and equipment to the other 
Party, in accordance with the provisions of this Agreement provided that the 
communicating or transferring Party determines that such cooperation will pro- 
mote and will not constitute an unreasonable risk to its defense and security. 


ArTICLE II 
Exchange of Information 


Each Party will communicate to or exchange with the other Party such classified 
information as is jointly determined to be necessary to: 

A. the development of defense plans; 

B. the training of personnel in the employment of and defense against 
atomic weapons and other military applications of atomic energy; 

C. the evaluation of the capabilities of potential enemies in the employ- 
ment of atomic weapons and other military applications of atomic energy; 

D. the development of delivery systems compatible with the atomic 
weapons which they carry; and 

E. research, development and design of military reactors to the extent 
and by such means as may be agreed. 





































28 AMENDMENTS FOR COOPERATION FOR MUTUAL DEFENSE 


Articiz III 
Transfer of Nonnuclear Parts of Atomic Weapons Systems 


The Government of the United States will transfer to the Government of 
Canada, subject to terms and conditions mutually agreed upon between the 
Parties and all appropriate provisions and requirements of applicable United 
States laws, nonnuclear parts of atomic weapons systems involving Restricted 
Data as such parts are jointly determined to be necessary for the purpose of 
improving Canada’s state ‘of training and operational readiness. 


ARTICLE IV 
Transfer of Military Reactors and Materials 


The Governmert of the United States, by amendment to this Agreement and 
subject to the terms and conditions mutually agreed upon between the Parties, 

A. may agree to transfer, or authorize any person to transfer, to the Gov- 

ernment of Canada, military reactors and/or parts thereof for military 

—— and 

. May agree to transfer to the Government of Canada special nuclear 

material for research on, development of, production of, and use in military 

reactors for military applications. 





ARTICLE V 





Responsibility for Use of Information, Material and Equipment 


The application or use of any information (including design drawings and 
specifications), material or equipment communicated, exchanged or transferred 
under this Agreement shall be the responsibility of the Party receiving it, and 
the other Party does not provide any indemnity, and does not warrant the 
accuracy or completeness of such information and does not warrant the suitability 
or completeness of such information, material or equipment for any particular 
use or application. 

ARTICLE VI 


Conditions 


A. Cooperation under this Agreement will be carried out by each of the Parties 
in accordance with its applicable laws. 

B. Under this Agreement there will be no transfer by either Party of atomic 
weapons or nonnuclear parts of atomic weapons. 

Except as may be otherwise agreed for civil uses, the information com- 
municated or exchanged, or the materials or equipment transferred, by either 
Party pursuant to this Agreement shall be used by the recipient Party exclusively 
for the preparation or implementation of defense plans in the mutual interests 
of the two countries. 

D. Nothing in this Agreement shall preclude the communication or exchange 
of classified information which is transmissible under other arrangements between 


the Parties. 
ArticLte VII 


Guarantees 








A. Classified information, materials and equipment communicated or trans- 
ferred pursuant to this Agreement shall be accorded full security protection under 
applicable security arrangements between the Parties and applicable national 
legislation and regulations of the Parties. In no case shall either Party main- 
tain security standards for safeguarding classified information, materials or 
equipment made available pursuant to this Agreement less restrictive than those 
set forth in the applicable security arrangements in effect on the date this 
Agreement comes into force. 

B. Classified information communicated or exchanged pursuant to this Agree- 
ment will be made available through channels existing or hereafter agreed for 
the communication or exchange of such information between the Parties. 

C. Classified information, communicated or exchanged, and any materials or 
equipment transferred, pursuant to this Agreement shall not be communicated, 
exchanged or wonsieavel by the recipient Party or persons under its jurisdiction 
to any unauthorized persons, or, except as provided in Article VIII of this Agree- 
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ment, beyond the jurisdiction of that Party. Each Party may stipulate the 
degree to which any of the information, materials or equipment communicated, 
exchanged or transferred by it or persons under its jurisdiction pursuant to this 
Agreement may be disseminated or distributed; may specify the categories of 
persons who may have access to such information, materials or equipment; and 
may impose such other restrictions on the dissemination or distribution of such 
information, materials or equipment as it deems necessary. 


ArticLts VIII 
Dissemination 


Nothing in this Agreement shall be interpreted or operate as a bar or restric- 
tion to consultation or cooperation in any field of defense by either Party with 
other nations or international organizations. Neither Party, however, shall com- 
municate classified information or transfer or permit access to or use of materials, 
or equipment, made available by the other Party pursuant to this Agreement 
unless: 

A. it is notified by the originating Party that all appropriate provisions 
and requirements of the.originating Party’s applicable laws, including author- 
ization by competent bodies of the originating Party, have been complied 
with which would be necessary to authorize the originating Party directly so 
to communicate to, transfer to or permit access to or use by such other nation 
or international organization; and further that the originating Party author- 
izes the recipient Party so to communicate to, transfer to or permit access to 
or use by such other nation or international organization; or 

B. the originating Party has informed the recipient Party that the orig- 
inating Party has so communicated to, transferred to, permitted access to 
or use by such other nation or international organization. 


ARTICLE IX 
Classification Policies 


Agreed classification policies shall be maintained with respect to all classified 
information, materials or equipment communicated, exchanged or transferred 
under this Agreement. The Parties intend to continue the present practice of 
consultation with each other on the classification of these matters. 


ARTICLE X 
Patenis 


A. With respect to any invention or discovery: 

1. either employing information which has been communicated or ex- 
changed pursuant to Article II, or derived from any reactors and/or parts 
thereof or material or nonnuclear parts of atomic weapons systems transferred 
pursuant to Articles III and IV, and made or conceived after the date of such 
communication, exchange or transfer but during the period of this Agreement 
by the recipient Party, or any agency or corporation owned or controlled 
thereby, or any of their agents or contractors, or any employee of any of the 
foregoing; or 

2. not covered in subparagraph 1 above and made or conceived by any 
person representing, employed by, or acting for or on behalf of one Party 
(hereinafter referred to as the ‘“‘sponsoring Party’’) or its contractor, while in 
the country of the other Party and assigned to an installation, plant, labora- 
tory, institution or similar facility in the country of the other Party pursuant 
to this Agreement, 

the recipient or sponsoring Party (as the case may be) shall: 

1, be entitled to all right, title and interest in and to the invention or dis- 
covery, or patent application or patent thereon, in the country of the recipient 
or sponsoring Party (as the case may be) and in third countries; and 

2, obtain by appropriate means, sufficient right, title and interest in 
and to the invention or discovery, or patent application or patent thereon, 
as may be necessary to fulfill its obligations under the following two sub- 
paragraphs; and 

3, transfer and assign to the other Party all right, title and interest in 
and to the invention or discovery, or patent application or patent thereon, 
in the country of that other Party, subject to the retention by the recipient 
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or sponsoring Party (as the case may be) of a royalty-free, non-exclusive, 
irrevocable license, with the right to grant sublicenses, for all purposes; and 

4, grant to the other Party a royalty-free, non-exclusive, irrevocable 
license, with the right to grant sublicenses, for all purposes in the country of 
the recipient or sponsoring Party (as the case may be) and in third countries. 

B. 1. Each Party shall, to the extent owned by it, or any agency or corpora- 
tion owned or controlled thereby, grant to the other Party a royalty-free, 
non-exclusive, irrevocable license to manufacture and use the subject matter 
covered by any patent and incorporated in any reactors and/or parts thereof 
or material or nonnuclear parts of atomic weapons systems transferred 
pursuant to Articles III and IV for use by the licensed Party for the purposes 
set forth in paragraph C of Article VI. 

2. The transferring Party neither warrants nor represents that any re- 
actors and/or parts thereof or material or nonnuclear parts of atomic weapons 
systems transferred pursuant to Articles III and IV do not infringe any 
patent owned or controlled by other persons and assumes no liability or 
obligation with respect thereto, and the recipient Party agrees to idemnify 
and hold harmless the transferring Party from any and all liability arising 
out of any infringement of any such patent. 

C. With respect to — invention or discovery, or patent application or patent 
thereon, or license or sublicense therein covered by paragraph A of this Article, 
each Party: 

1. may, to the extent of its right, title and interest therein, deal with the 
same in its own and third countries as it may desire, but shall in no event 
discriminate against citizens of the other Party in respect of granting any 
license or sublicense under the patents owned by it in its own or any other 
country ; 

2. hereby waives any and all claims against the other Party for compensa- 
tion, royalty or award, and hereby releases the other Party with respect to 
any and all such claims. 

D. 1. No patent application with respect to any classified invention or discovery 
employing classified information which has been communicated or exchanged 
pursuant to Article II, or derived from the reactors and/or parts thereof or 
material or nonnuclear parts of atomic weapons systems transferred pursuant 
to Articles III or IV, may be filed: 

a. By either Party or any person in the country of the other Party 
except in accordance with agreed conditions and procedures; or 

b. in any country not a party to this Agreement except -as may be 
agreed and subject to Articles VII and VIII. 

2. Appropriate secrecy or prohibition orders shall be issued for the purpose 
of giving effect to this one aph. 

E. Detailed procedures shall be jointly established to effectuate the foregoing 
provisions, and all situations not specifically covered shall be settled by mutu 
agreement governed by the basic principle of equivalent benefits to both Parties. 


ArticLte XI 
Previous Agreements for Cooperation 


Effective from the date on which the present Agreement enters into force, the 
cooperation between the Parties being carried out under or envisaged by the 
Agreement for Cooperation Regarding Atomic Information for Mutual Defense 
Pu , which was signed at Washington on June 15, 1955, and by paragraph B 
of Article II bis of the Agreement for Cooperation Concerning Civil ses of 
Atomic Energy, which was signed at Washington on June 15, 1955, as amended by 
the Amendment signed at Washington on June 26, 1956, shall be carried out in 
accordance with the provisions of the present Agreement. 


ArTIcLE XII 


Definitions 


For the purposes of this Agreement: 
A. “Atomic weapon” means any device utilizing atomic energy, exclusive 
of the means for transporting or propelling the device (where such means is 
a separable and divisible part of the device), the principal purpose of which 
is for use as, or for development of, a weapon, a weapon prototype, or a 
weapon test device. 
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B. ‘Classified information’? means information, data, materials, services 
or any other matter with the security designation of ‘‘Confidential’’ or higher 
applied under the legislation or regulations of either the United States or 

anada, including that designated by the Government of the United States 
as ‘Restricted Data” or “Formerly Restricted Data’ and that designated by 
the Government of Canada as “ZED Information’’. 

C. “Equipment”? means: 

1. any instrument, apparatus or facility and includes any facility, 
except an atomic weapon, capable of making use of or producing special 
nuclear material, and component parts thereof, and includes reactor and 
military reactor; and 


a nonnuclear parts of atomic weapons systems involving Restricted 
ata. 

D. “‘Nonnuclear parts of atomic weapons’’ means parts of atomic weapons 
which are specially designed for them and are not in general use in other 
end products and which are not made, in whole or in part, of special nuclear 
materials; and ‘‘other nonnuclear parts of atomic weapons systems involving 
Restricted Data’”’ means parts of atomic weapons systems, other than non- 
nuclear parts of atomic weapons, which contain or reveal atomic information 
and which are not made, in whole or in part, of special nuclear material. 

E. ‘Atomic information” means: 

1. so far as concerns information provided by the Government of the 
United States, information which is designated ‘“‘Restricted Data” and 
‘Formerly Restricted Data’’. 

2. so far as concerns information provided by the Government of 
Canada, information which is designated “ZED Information’. 

F. ‘Military reactor’? means a reactor for the propulsion of naval vessels, 
aircraft or land vehicles and military package power reactors. 

G. ‘“‘Reactor’’ means an apparatus, other than an atomic weapon, in which 
a controlled self-supporting fission chain reaction is maintained by utilizing 


uranium, plutonium or thorium, or any combination of uranium, plutonium 
or thorium 


H. ‘‘Persons’’ means: 
1. any individual, corporation, partnership, firm, association, trust, 
estate, public or private institution, group, government agency or 
overnment corporation other than the United States Atomic Energy 
Cennenaahen and Atomic Energy of Canada Limited; and 
2. any legal successor, representative, agent or agency of the fore- 
going. 
I. References in this Agreement to the Government of Canada include the 
Atomic Energy of Canada Limited. 


ArTICLE XIII 
Duration 


This Agreement shall enter into force on the date on which each Government 
shall have received from the other Government written notification that it has 
complied with all legal requirements for the entry into force of this Agreement, 
and shall remain in force until terminated by agreement of both Parties, except 
that, if not so terminated, Articles II and III may be terminated by agreement 
of both Parties, or by either Party on one year’s notice to the other to take effect 
at the end of a term of ten years, or thereafter on one year’s notice to take effect 
at the end of any succeeding term of five years. 


IN WITNESS WHEREOF, the undersigned, duly authorized, have signed this 
Agreement. 3 
Done at Washington this twenty-second day of May, 1959, in two original 
texts. 
For the Government of the United States of America: 
/s/ Dovetas DILLON 
For the Government of Canada: 
/s/ A. D. P. HeEenry 


Certified to be a true copy of the original: 


Hatvor O. EXERN, 
Office of the Special Assistant to the Secretary for Atomic Energy, 


Department of State. 
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To the Congress of the United States: 


Pursuant to the Atomic Energy Act of 1954, as amended, I am submitting 
herewith to each House of the Congress an authoritative copy of an agreement 
between the Government of the United States of America and the Government 
of Canada for cooperation on the uses of atomic energy for mutual defense pur- 

es. The agreement was signed in Washington on May 22, 1959, by the Acting 

cretary of State on behalf of the Government of the United States and the 
ot of Canada to the United States on behalf of the Government of 
anada. 

Proceeding from the authority contained in Public Law 85-479 approved by 
the President July 2, 1958, which amended the Atomic Energy Act of 1954, the 
agreement was negotiated for the purpose of advancing the extent of cooperation 
between the two countries in their common defense, particularly in the vital field 
of the military applications of atomic energy. 

The agreement is predicated on the determination that the common defense 
and security of the United States and Canada will be advanced by the cooperation 
envisaged therein, and takes into account that our countries are participating 
together in an international defense arrangement. The exchanges of information 
and transfers of equipment provided for in the agreement will substantially con- 
tribute to the capability of the United States and Canada to meet their mutual 
defensive responsibilities already closely shared. 

I am also transmitting a copy of the Acting Secretary of State’s letter accom- 

anying authoritative copies of the signed agreement, a copy of a joint letter 
eas the Secretary of Defense and the Chairman of the Atomic Energy Commis- 
sion recommending my approval of this agreement, and a copy of my memorandum 
in reply thereto setting forth my approval. 


Dwicut D. EISENHOWER. 
Tue Waite Hovssz, May 26, 1959. 


May 22, 1959. 
THE PRESIDENT, 


The White House: 


The undersigned, the Acting Secretarv of State, has the honor to submit to 
the President with a view to its transmission to the Congress, pursuant to the 
Atomic Energy Act of 1954, as amended, an agreement between the Government 
of the United States of America and the Government of Canada for cooperation 
on the uses of atomic energy for mutual defense purposes. 

This agreement was signed today, May 22, 1959, on behalf of the United 
States pursuant to the authorization granted in the President’s memorandum 
of May 22, 1959, to the Secretary of Defense and the Chairman of the Atomic 
Energy Commission. A copy of that memorandum was received by the Acting 
Secretary of State from the President. 

Respectfully submitted. 








(Enclosure: Agreement between the Government of the United States of 
America and the Government of Canada for cooperation on the uses of atomic 
energy for mutual defense purposes.) 


Tue Wuire Hovss, 
Washington, May 22, 1959. 
Memorandum for— 

The SECRETARY OF DEFENSE. 
The CHAIRMAN, Atomic ENERGY COMMISSION. 


In your joint letter to me of May 20, 1959, you recommended that I approve 
a proposed Agreement Between the Government of the United States of America 
and the Government of Canada for Cooperation on the Uses of Atomic Energy 
for Mutual Defense Purposes. 

Canada is participating with the United States in an international arrangement 
pursuant to which it is making substantial and material contributions to the 
mutual defense and security. The proposed agreement will permit cooperation 
necessary to improve the state of training and operational readiness of the armed 
forces of Canada, subject to provisions, conditions, guarantees, terms, and special 


determinations, which are most appropriate in this important area of mutual 
assistance. 
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Having considered your joint recommendations and the cooperation provided 
for in the agreement, including security safeguards and other terms and condi- 
tions of the agreement, I hereby 

(1) approve the program for the transfer of nonnuclear parts of atomic 
weapon systems involving Restricted Data under the terms and conditions 
provided in your joint letter and the proposed Agreement; however, types, 
quantities and conditions of transfer of such parts not so provided are subject 
to my further approval; 

(2) determine that the performance of this agreement will promote and 
will not constitute an unreasonable risk to the common defense and security 
of the United States; and 

(3) approve the proposed agreement and authorize its execution for the 
Government of the United States by the Secretary of State. 

In making these actions, I have noted the supplementary information regarding 
the agreement, also jointly submitted to me. 

After execution of the agreement, I shall submit it to the Congress. 

I am forwarding a copy of this memorandum to the Secretary of State. 


Dwienut D. EISENHOWER. 


THe SECRETARY OF DEFENSE, 


Washington, D.C., May 20, 1959. 
The PREsIDENT, 
The White House. 


Dear Mr. PreEsIpDENT: There is hereby submitted for your consideration and 
approval a proposed agreement between the Government of the United States of 
America and the Government of Canada for cooperation on the uses of atomic 
energy for mutual defense purposes. 

The present Agreement for Mutual Defense Purposes which was executed on 
June 15, 1955, provides for the exchange of information within limits concerning 
utilization of atomic weapons. Also, the amendment to the civil uses agreement 
which was executed on June 26, 1956, provides for the exchange of information 
on reactors of primarily military significance. Henceforth, cooperation on all 
military application of atomic a would be carried out under the proposed 
new and expanded Agreement for Mutual Defense Purposes. Therefore, the 
agreement, which will permit, under the authority of the Atomic Energy Act of 
1954, as amended, this increased cooperation is an important step in advancing 
our mutual defense interests, specifically, the vital cause of North American 
defense in which we have long been working closely with our Canadian neighbors 
and will thereby aid materially in defense of the United States. 

Article II of the agreement provides for the transfer of classified information 
including restricted data and formerly restricted data necessary to the develop- 
ment of defense plans; the training of personnel in the employment of and defense 
against atomic weapons and other military applications of atomic energy; the 
evaluation of the capabilities of potential enemies in the employment of atomic 
weapons and other military applications of atomic energy; the development of 
delivery systems compatible with the atomic weapons which they carry; and 
research, development and design of military reactors. 

Article III of the agreement provides that the United States will transfer non- 
nuclear parts of atomic weapons systems involving restricted data (other than 
nonnuclear parts of atomic weapons) for the purpose of improving the state of 
training and operational readiness of the armed forces of Canada. However, in 
view of section 91(c) of the Atomic Energy Act, the applicability of which is re- 
flected in article VI of the agreement, no transfer can be made if it would contrib- 
ute significantly to the recipient nation’s atomic weapon design, development or 
fabrication capability. It is not possible to determine at this time the types, 
quantities, and conditions of transfer, whether by sale, lease or loan, of those parts 
which it will become necessary to transfer for our mutual defense during the period 
of the agreement. Accordingly, under the terms and conditions of the agreement, 
it will be necessary to determine from time to time the types, quantities, and con- 
ditions of transfer and such determination shall be submitted for your approval. 

To date cooperation with Canada in the field of military reactors has been con- 
fined principally to the feasibility of their establishing a program for the design, 
development,-and construction of military reactors. Recognizing the progress 
being made and the desire for further cooperation in this important field within 
the limits of the Atomic Energy Act, article IV of the agreement expresses our 
intent to agree at some future time to transfer material and equipment, with the 


59004 Res., Vol. 4—S. Rept. 513, 86-1, O-61—3 





34 AMENDMENTS FOR COOPERATION FOR MUTUAL DEFENSE 


understanding that such cooperation would require an amendment to this agree- 
ment. 

The agreement would remain in force until terminated by an agreement of both 

arties, thus assuring continued protection of information and equipment trans- 
ferred in accordance with the provisions of the agreement. However, cooperation 
for the transfer of information and equipment under articles II and III of the 
agreement may be terminated by agreement of the parties or by either party, 
following 1 year’s advance notice, at the expiration of an initial term of 10 years, 
or upon the expiration of any succeeding term of 5 years. 

In accordance with the provisions of sections 91(c), 144 (b) and (c) of the 
Atomic Energy Act of 1954, as amended, the agreement specifically provides 
in article I that all cooperation under the agreement will be undertaken only 
when the communicating or transferring party determines that such cooperation 
will promote and will not constitute an unreasonable risk to its defense and 
security. Article I of the agreement also provides, in accordance with the act, 
that all cooperation under the agreement will be undertaken only while the 
United States and-Canada are participating in an international arrangement 
for their mutual defense and security and oe substantial and material 
contributions thereto. Cooperation under articles If and III of the agreement 
would be undertaken only when these conditions prevail. 

Article VI of the agreement stipulates that the cooperation under the agree- 
ment will be carried out by each of the parties in accordance with its applicable 
laws. Article VI also specifies that there will be no transfer under the agreement 
of atomic weapons or nonnuclear parts of atomic weapons. 

In addition to the foregoing terms, conditions, duration, nature, and scope of 
cooperation, the agreement provides that the parties will maintain agreed se- 
curity safeguards and standards. The agreement also contains particular 
commitments that the recipient of any equipment or information that is obtained 
pursuant to the agreement will not transfer it to unauthorized persons and will 
not transfer it beyond the jurisdiction of the recipient party, except in limited 
circumstances specifically provided in the agreement. 

Canada is now participating with the United States in an international arrange- 
ment pursuant to which Canada is making substantial and material contributions 
to the mutual defense and security. It is the view of the Department of Defense 
and the Atomic Energy Commission that the agreement is ey in accord 
with the provisions of the Atomic Energy Act of 1954, as amended. It is the 
Sonaldertt opinion of the Department of Defense and the Atomic Energy Com- 
mission that the performance of the proposed agreement will promote and will 


not constitute an unreasonable risk to the common defense and security of the 
United States. 


Accordingly, it is reeommended that you— 

(a) approve the program for the transfer of normuclear parts of atomic 
weapon systems involving restricted data under the terms and conditions 
provided in this letter and the proposed agreement; however, types, quantities 
and conditions of transfer of such parts are subject to your later approval; 

(6) determine that the performance of this agreement will promote and 
will not constitute an unreasonable risk to the common defense and security 
of the United States; and 

(c) approve the proposed agreement and authorize its execution for the 
Government of the United States by the Secretary of State. 


The Secretary of State concurs in the foregoing recommendations. 
With great respect, we are, 
Faithfully yours, 


Net H. McEtroy, 
Secretary of Defense. 
Joun A. McCong, 
Chairman, Atomic Energy Commission. 
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APPENDIX 4 


CORRESPONDENCE FROM THE PRESIDENT AND THE STATE DE- 
PARTMENT IN SUPPORT OF AGREEMENTS FOR COOPERATION 
WITH NATO NATIONS 


To the Congress of the United States: 


In December 1957 the heads of government of the nations members of the 
North Atlantic Treaty Organization reached agreement in principle on the 
desirability of achieving the most effective pattern of NATO military defensive 
strength, taking into account the most recent developments in weapons and 
techniques. In enunciating this agreement in principle the heads of government 
made it clear that this decision was the result of the fact that the Soviet leaders, 
while preventing a general disarmament agreement, had left no doubt that the 
most modern and destructive weapons of all kinds were being introduced into the 
Soviet armed forces. The introduction of modern weapons into NATO forces 
should be no cause for concern on the part of other countries, since NATO is 
purely a defensive alliance. 

It is our conviction and the conviction of our NATO allies that the introduction 
into NATO defenses of the most modern weapons available is essential in main- 
taining the strength necessary to the alliance. Any alliance depends in the 
last analysis upon the sense of shared mutual interests among its members, and 
by sharing with our allies certain training information we are demonstrating 
concretely our sense of partnership in NATO’s defensive planning. Failure on 
our part to contribute to the improvement of the state of operational readiness of 
the forces of other members of NATO will only encourage the Soviet Union to 
believe that it can eventually succeed in its goal of destroying NATO’s effective- 
ness. 

To facilitate the necessary cooperation on our part legislation amending the 
Atomic Energy Act of 1954 was enacted during the last session of the Congress. 
Pursuant to that legislation agreements for cooperation have recently been 
concluded with three of our NATO partners; all of these agreements are designed 
to implement in important respects the agreed NATO program. These agree- 
ments will enable the United States to cooperate effectively in mutual defense 
planning with these nations and in the training of their respective NATO forces 
in order that, if an attack on NATO should occur, under the direction of the 
Supreme Allied Commander for Europe these forces could effectively use nuclear 
weapons in their defense. 

These agreements represent only a portion of the work necessary for complete 
implementation of the decision taken by the North Atlantic Treaty Organiza- 
tion in December 1957. I anticipate the conclusion of similar agreements 
for cooperation with certain other NATO nations as the alliance’s defensive 
planning continues. 

Pursuant to the Atomic Energy Act of 1954, as amended, I am submitting to 
each House of the Congress an authoritative copy of three agreements, one 
with the Federal Republic of Germany, one with the Kingdom of the Netherlands, 
and one with the Government of Turkey. I am also transmitting a copy of the 
Secretary of State’s letter accompanying authoritative copies of the signed agree- 
ments, a copy of three joint letters from the Secretary of Defense and the Chair- 
man of the Atomic Energy Commission recommending my approval of these 
documents and copies of my memoranda in reply thereto setting forth my approval. 


Dwicat D. E1IsENHOWER. 
Tue Warre Hovuss, May 26, 1959. 
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May 18, 1959. 
THE PRESIDENT, 


The White House. 


Dear Mr. PresipENT: The undersigned, the Acting Secretary of State, has 
the honor to lay before the President with a view to their transmission to the 
Congress, pursuant to the Atomic Energy Act of 1954, as amended, authoritative 
copies of three agreements for os on the uses of atomic energy for mutual 
defense purposes; an Agreement between the Government of the United States 
and the Federal Republic of Germany signed at Bonn on May 5, 1959; an agree- 
ment between the Government of the United States and the Kingdom of the 
Netherlands signed at The Hague May 6, 1959; and an agreement between the 
Government of the United States and the Government of Turkey signed at 
Ankara May 5, 1959. 

These agreements were signed on behalf of the United States pursuant to 
authorizations granted in your memoranda of May 4, 1959, to the Secretary of 
Defense and the Chairman of the Atomic Energy Commission. Copies of these 
memoranda were received by the Secretary of State from the President. 

Faithfully yours, 


Doveutas Driio0Nn, Acting Secretary. 





APPENDIX 5 


AGREEMENT BETWEEN THE GOVERNMENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERNMENT OF THE FEDERAL 
REPUBLIC OF GERMANY FOR COOPERATION ON THE USES OF 
ATOMIC ENERGY FOR MUTUAL DEFENSE PURPOSES 


The Government of the United States of America and the Government of the 
Federal Republic of Germany, 

Considering that they have concluded a Mutual Defense Assistance Agreement 
pursuant to which each Government will make available to the other equipment, 
materials, services, or other military assistance in accordance with such terms 
and conditions as may be agreed; 

Considering that their mutual security and defense require that they be pre- 
pared to meet the contingencies of atomic warfare; 

Considering that they are participating together in an international arrange- 
ment pursuant to which they are making substantial and material contributions 
to their mutual defense and security; 

Recognizing that their common defense and security will be advanced by the 
exchange of information concerning atomic energy and by the transfer of certain 
types of equipment; 

Believing that such exchange and transfer can be undertaken without risk to 
the defense and security of either country; and 

Taking into consideration the United States Atomic Energy Act of 1954, as 
amended, and all applicable statutes of the Federal Republic of Germany, which 
were enacted or prepared with these purposes in mind, 

Have agreed as follows: 

ArTIcLE I 


General Provisions 


While the United States and the Federal Republic of Germany are participating 
in an international arrangement for their mutual defense and security and making 
substantial and material contributions thereto, each party will communicate to 
and exchange with the other Party information and transfer nonnuclear parts of 
atomic weapons systems involving Restricted Data to the other Party in accord- 
ance with the provisions of this Agreentent, provided that the communicating or 
transferring Party determines that such cooperation will promote and will not 
constitute an unreasonable risk to its defense and security. 
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ArtIcLeE II 
Exchange of Information 


Each Party will communicate to or exchange with the other Party such classified 
information as is jointly determined to be necessary to: 

A. the development of defense plans; 

B. the training of personnel in the employment of and defense against 
atomic weapons and other military applications of atomic energy; 

C. the evaluation of the capabilities of potential enemies in the employment 
of atomic weapons and other military applications of atomic energy; and 

D. the development of delivery systems compatible with the atomic 
weapons which they carry. 


ARTICLE III 
Transfer of Nonnuclear Parts of Atomic Weapons Systems 


The Government of the United States will transfer to the Government of the 
Federal Republic of Germany, subject to terms and conditions to be agreed, non- 
nuclear parts of atomic weapons systems involving Restricted Data as such parts 
are jointly determined to be necessary for the purpose of improving the German 
state of training and operational readiness, 


ArtTIcLE IV 
Conditions 


A. Cooperation under this Agreement will be carried out by each of the Parties 
in accordance with its applicable laws. 

B. Under this Agreement there will be no transfer by either Party of atomic 
weapons, nonnuclear parts of atomic weapons, or special nuclear materials. 

3. The information communicated or exchanged, or nonnuclear parts of atomic 
weapons systems transferred, by either Party pursuant to this Agreement shall be 
used by the recipient Party exclusively for the preparation or implementation of 
defense plans in the mutual interests of the two countries. 

D. Nothing in this Agreement shall preclude the communication or exchange of 
classified information which is transmissible under other arrangements between the 
Parties. 

ARTICLE V 


Guarantees 


A. Classified information and nonnuclear parts of atomic weapons systems com- 
municated or transferred pursuant to this Agreement shall be accorded full 
security protection under applicable security arrangments between the Parties 
and applicable national legislation and regulations of the Parties. In no case 
shall either Party maintain security standards for safeguarding classified informa- 
tion, and nonnuclear parts of atomic weapons sytems, made available pursuant to 
this Agreement less restrictive than those set forth in the applicable security 
arrangements in effect on the date this Agreement comes into force. 

B. Classified information communicated or exchanged pursuant to this Agree- 
ment will be made available through channels existing or cecueiean agreed for the 
communication or exchange of such information between the Parties. 

C. Classified information, communicated or exchanged, and any nonnuclear 
parts of atomic weapons systems transferred pursuant to this Agreement shall 
not be communicated, exchanged or transferred by the recipient Party or persons 
under its jurisdiction to any unauthorized persons or, except as provided in 
Article VI of this Agreement, beyond the jurisdiction of that Party. Each 
Party may stipulate the degree to which any of the information and nonnuclear 
parts of atomic weapons systems communicated, exchanged or transferred by it 
or persons under its jurisdiction pursuant to this Agreement may be disseminated 
or distributed; may specify the categories of persons who may have access to 
such information or nonnuclear parts of atomic weapons systems; and may 
impose such other restrictions on the dissemination or distribution of such infor- 
mation or nonnuclear parts of atomic weapons systems as it deems necessary. 
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ARTICLE VI 
Dissemination 


Nothing in this Agreement shall be interpreted or operate as a bar or restriction 
to consultation or cooperation in any field of defense by either Party with other 
nations or international organizations. Neither Party, however, shall so com- 
municate classified information or transfer or permit access to or use of non- 
nuclear parts of atomic weapons systems made available by the other Party 
pursuant to this Agreement unless: 

A. It is notified by the originating Party that all appropriate provisions and 
requirements of the originating Party’s applicable laws, including authorization 
by competent bodies of the originating Party, have been complied with which 
would be necessary to authorize the originating Party directly so to communicate 
to, transfer to, permit access to or use by such other nation or international organi- 
zation; and further that the originating Party authorizes the recipient Party so to 
communicate to, transfer to, permit access to or use by such other nation or inter- 
national organization; or 

B. The originating Party has informed the recipient Party that the originating 
Party has so communicated to, transferred to, permitted access to or use by such 
other nation or international organization. 


ArticLeE VII 
Classification policies 


Agreed classification policies shall be maintained with respect to all classified 
information and nonnuclear parts of atomic weapons systems communicated, 
exchanged or transferred under this Agreement. 


ArticLe VIII 
Responsibility for use of information and nonnuclear parts of atomic weapons systems 


The application or use of any information (including design drawings and specifi- 
cations) or nonnuclear parts of atomic weapons systems communicated, ex- 
changed or transferred under this Agreement shall be the responsibility of the 
Party receiving it, and the other Party does not provide any indemnity or war- 
ranty with respect to such application or use. 


ArTICLE IX 
Patents 


The recipient Party shall use the classified information communicated or 
revealed by equipment transferred hereunder for the purposes specified herein 
only. Any inventions or discoveries resulting from possession of such informa- 
tion on the part of the recipient Party or persons under its jurisdiction shall be 
made available to the other Party for defense purposes without charge in accord- 
ance with such arrangements as may be agreed and shall be safeguarded in 
accordance with the provisions of Article V of this Agreement. 


ARTICLE X 
Definitions 


For the purposes of this Agreement: 

A, “Atomic Weapon”’ means any device utilizing atomic energy, exclu- 
sive of the means for transporting or propelling the device (where such 
means is a separable and divisible part of the device), the principal purpose 
of which is for use as, or for development of, a weapon, a weapon prototype, 
or a weapon test device. 

B. ‘Classified information’? means information, data, materials, services 
or any other matter with the security designation of ‘‘Confidential’’ or higher 
applied under the legislation or regulations of either the United States or 
the Federal Republic of Germany, including that designated by the Govern- 
ment of the United States as “‘Restricéed Data’ or “Formerly Restricted 
Data’”’ and that designated by the Government of the Federal Republic of 
Germany as ‘‘Sonderangaben’’. 

C. ‘‘Nonnuclear parts of atomic weapons’ means parts of atomic weapons 
which are specially designed for them and are not in general use in other 
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end products and which are not made of, in whole or in part, special nuclear 
material; and ‘‘nonnuclear parts of atomic weapons systems involving Re- 
stricted Data’? means parts of atomic weapons systems, other than non- 
nuclear parts of atomic weapons, which contain or reveal atomic information 
and which are not made of, in whole or in part, special nuclear material. 

D. As used in this Agreement, the term ‘‘atomic information’ means: 

1. So far as concerns information provided by the Government of the 
United States, information which is designated ‘‘ Restricted Data” and 
‘Formerly Restricted Data’’. 

2. So far as concerns information provided by the Government of the 
Federal Republic of Germany, information which is designated ‘‘Son- 


derangaben’”’. 
ArTICLE XI 
Duration 


This Agreement shall enter into force on the date on which each Government 
shall have received from the other Government written notification that it has 
compiled with all legal requirements for the entry into force of this Agreement, 
and shall remain in force until terminated by agreement of both Parties except 
that either Party may terminate its cooperation under Articles II or III upon the 
expiration of the North Atlantic Treaty. 


IN WITNESS WHEREOF, the undersigned, duly authorized, have signed this 
Agreement. 
ONE at Bonn, in duplicate in the English and German languages, both texts 
being equally authentic, this 5th day of May 1959. 
For the Government of the United States of America: 
Davip Bruce 


For the Government of the Federal Republic of Germany: 
Franz Jospr Kuntz 





Tue Waite Hovse, 
Washington, May 4, 1959. 
Memorandum for— 
The SecrETARY OF DEFENSE. 
The CHAIRMAN, AToMIC ENERGY COMMISSION. 


In your joint letter to me of May 1, 1959, you recommended that I approveJa 
proposed agreement between the Government of the United States of Tuscan 
and the Government of the Federal Republic of Germany for cooperation on the 
uses of atomic energy for mutual defense purposes. 

The Federal Republic of Germany is participating with the United States in 
an international arrangement pursuant to which it is making substantial and 
material contributions to the mutual defense and security. The proposed agree- 
ment will permit cooperation necessary to improve the state of training and opera- 
tional readiness of the armed forces of the Federal Republic of Germany, subject 
to provisions, conditions, guarantees, terms, and special determinations, which 
are most appropriate in this important area of mutual assistance, in accordance 
with the agreement in principle reached in December 1957. 

Having considered your joint recommendations and the cooperation provided 
for in the agreement, including security safeguards and other terms and conditions 
of the agreement I hereby 

(1) Approve the program for the transfer of non-nuclear parts of atomic 
weapon systems involving restricted data under the terms and conditions 
provided in your joint letter and the proposed agreement; however, types, 
quantities and conditions of transfer of such parts are subject to my further 
approval; 

(2) Determine that the performance of this agreement will promote and 
will not constitute an unreasonable risk to the common defense and security 
of the United States; and 

(3) Approve the proposed agreement and authorize its execution for the 
prrerareaas of the United States in a manner designated by the Secretary, of 

tate. 

After execution of the agreement, I shall submit it to the Congress. 

I am forwarding a copy of this memorandum to the Secretary of State. 


Dwicat D. EIseENHOWER. 





40 AMENDMENTS FOR COOPERATION FOR MUTUAL DEFENSE 


Tue SECRETARY OF DEFENSE, 
Washington, May 1, 1959. 

THE PRESIDENT, 

The White House. 


Dear Mr. Prestpent: There is hereby submitted for your consideration and 
approval a ro agreement between the Government of the United States of 
America and the Government of the Federal Republic of Germany for cooperation 
on the uses of atomic energy for mutual defense purposes. 

The proposed agreement will permit, under the authority of sections 91(c) and 
144(b) of the Atomic Energy Act of 1954, as amended, the transfer of classified 
information and certain equipment necessary for the purpose of improving the 
state of training and operational readiness of the Armed Forces of the Federal 
Republic. The December 1957 NATO Heads of Government meeting established 
the concept of a stockpile of arms for the strengthening of NATO’s defenses, and 
this present agreement is an important part of the implementation of this concept. 
The carrying out of this agreement should do much to advance our mutual defense 
interests, including the vital cause of strengthening the NATO defensive alliance, 
and will thereby aid materially in the defense of the United States. 

Article II of the agreement provides for the transfer of classified information, 
including restricted data and formerly restricted data, necessary to the develop- 
ment of defense plans; the training of personnel in the employment of and the 
defense against atomic weapons and other military applications of atomic energy; 
the evaluation of the capability of potential enemies in the employment of atomic 
weapons and other military applications of atomic energy; and the development 
of delivery systems capable of carrying atomic weapons. 

Article III of the agreement provides that the United States will transfer 
nonnuclear parts of atomic weapons systems involving restricted data (other than 
nonnuclear parts of atomic weapons) for the purpose of improving the state of 
training ad: operational readiness of the Armed Forces of the Federal Republic. 
However, in view of section 9l(c) of the Atomic Energy Act, the applicability 
of which is reflected in article IV of the agreement, no transfer can be made if it 
would contribute significantly to the recipient nation’s atomic weapon design, 
development or fabrication capability. It is not possible to determine at this 
time the types, quantities, and conditions of transfer, whether by sale, lease, or 
loan of those parts which it will become necessary to transfer for our mutual 
defense during the period of the agreement. Accordingly, under the terms and 
conditions of the agreement, it will be necessary to determine from time to time 
the types, quantities, and conditions of transfer and such determination shall be 
submitted for your approval. 

The agreement would remain in force until terminated by agreement of both 
parties, thus assuring continued protection for the information and equipment 
transferred in accordance with the provisions of the agreement. owever 
cooperation for the transfer of information and equipment under articles IT and 
III of the agreement may be discontinued by either party in the event of the 
termination of the North Atlantic Treaty. 

In accordance with the provisions of section 91(c) and 144(b) of the Atomic 
Energy Act of 1954, the agreement specifically provides in article I that all cooper- 
ation under the agreement will be undertaken only when the communicating or 
transferring party determines that such cooperation will promote and will not 
constitute an unreasonable risk to its defense and security. Article I of the 
agreement also provides, in accordance with the act, that all cooperation under 
the agreement will be undertaken only while the United States and the Federal 
Republic are participating in an international arrangement for their mutual 
defense and security and making substantial and material contributions thereto. 
Cooperation under articles II and III of the agreement would be undertaken only 
when these conditions prevail. 

Article IV of the agreement stipulates that the cooperation under the agree- 
ment will be carried out by each of the parties in accordance with its applicable 
laws. Article IV also makes clear that there will be no transfer under the agree- 
ment of atomic weapons, nonnuclear parts of atomic weapons or special nuclear 
material. 

In addition to the foregoing provisions on the terms, conditions, duration, 
nature and scope of cooperation, the agreement provides that the parties will 
maintain agreed security safeguards and standards. The agreement also con- 
tains particular commitments that the recipient of any equipment or information 
that is obtained pursuant to the agreement will not transfer it to unauthorized 
persons and will not transfer it beyond the jurisdiction of the recipient party, 
except in limited circumstances specifically provided in the agreement. 
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The Federal Republic is now participating with the United States in inter- 
national arrangement pursuant to which the Federal Republic is making sub- 
stantial and material contributions to the mutual defense and security. It is the 
view of the Department of Defense and the Atomic Energy Commission that 
this agreement is entirely in accord with the provisions of the Atomic Energy 
Act of 1954, as amended. It is the considered opinion of the Department of 
Defense and the Atomic Energy Commission that the performance of the proposed 
agreement will promote and will not constitute an unreasonable risk to the 
common defense and security of the United States. 

Accordingly, it is recommended that you— 

(a) approve the program for the transfer of nonnuclear parts of atomic 
weapon systems involving restricted data under the terms and conditions 
provided in this letter and the proposed agreement; however, types, quan- 
tities and conditions of transfer of such parts are subject to your later ap- 
proval; 

(b) determine that the performance of this agreement will promote and 
will not constitute an unreasonable risk to the common defense and security 
of the United States; and 

(c) approve the proposed agreement and authorize its execution for the 
7 of the United States in a manner specified by the Secretary 
of State. 

The Secretary of State concurs in the foregoing recommendations. 

Respectfully, 

Dona.p A. QUARLEs, 

Deputy, Secretary of Defense. 

Joun A. McConge, 

Chairman, Atomic Energy Commission. 





APPENDIX 6 


AGREEMENT BETWEEN THE GOVERNMENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERN MENT OF THE KINGDOM 
OF THE NETHERLANDS FOR COOPERATION ON THE USES OF 
ATOMIC ENERGY FOR MUTUAL DEFENSE PURPOSES 


The Government of the United States of America and the Government of the 
Kingdom of the Netherlands, 

Considering that they have concluded a Mutual Defense Assistance Agreement, 
pursuant to which each Government will make available to the other equipment 
materials, services, or other military assistance in accordance with such terms an 
conditions as may be agreed; 

Considering that their mutual security and defense require that they be pre- 
pared to meet the contingencies of atomic warfare; 

Considering that they are participating together in an international arrangement 
pursuant to which they are making substantial and material contributions to their 
mutual defense and security; 

Recognizing that their common defense and security will be advanced by the 
exchange of information concerning atomic energy and by the transfer of certain 
types of equipment; 

elieving that such exchange and transfer can be undertaken without risk to 
the defense and security of either country; and 

Taking into consideration the United States Atomic Energy Act of 1954, as 
amended, and all applicable statutes of the Netherlands, which were enacted or 
prepared with these purposes in mind; 

ave agreed as follows: 
Articie I 


General Provisions 


While the United States and the Netherlands are participating in an inter- 
national arrangement for their mutual defense and security and making sub- 
stantial and material contributions thereto, each Party will communicate to 
and exchange with the other Party information and transfer non-nuclear parts of 
atomic weapons systems involving Restricted Data to the other Party in accord- 
ance with the provisions of this Agreement, provided that the communicating 
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or transferring Party determines that such cooperation will promote and will not 
constitute an unreasonable risk to its defense and security. 


Articie II 
Exchange of Information 


Each Party will communicate to or exchange with the other Party such classified 
information as is jointly determined to be necessary to: 

A. the development of defense plans; 

B. the training of personnel in the employment of and defense against 
atomic weapons and other military applications of atomic energy; 

C. the evaluation of the capabilities of potential enemies in the employ- 
i of atomic weapons and other military applications of atomic energy; 
an 

D. the development of delivery systems compatible with the atomic 
weapons which they carry. 

Articie III 


Transfer of Non-Nuclear Parts of Atomic Weapons Systems 


The Government of the United States will transfer to the Government of the 
Netherlands, subject to terms and conditions to be agreed, non-nuclear parts of 
atomic weapons systems involving Restricted Data as such parts are jointly 
determined to be necessary for the purpose of improving the Netherlands’ state 
of training and operational readiness. 


ARTICLE IV 
Conditions 


A. Cooperation under this Agreement will be carried out by each of the Parties 
in accordance with its applicable laws. 

B. Under this Agreement there will be no transfer by either Party of atomic 
weapons, non-nuclear parts of atomic weapons, or special nuclear materials. 

. The information communicated or exchanged, or non-nuclear parts of 
atomic weapons systems transferred, by either Party pursuant to this Agreement 
shall be used by the recipient Party exclusively for the preparation or imple- 
mentation of defense plans in the mutual interests of the two countries. 

D. Nothing in this Agreement shall preclude the communication or exchange 
of classified information which is transmissible under other arrangements between 
the Parties. 

ARTICLE V 


Guarantees 


A. Classified information and non-nuclear parts of atomic weapons systems 
communicated or transferred pursuant to this Agreement shall be accorded full 
security protection under applicable security arrangements between the Parties 
and applicable national legislation and regulations of the Parties. In no case 
shall either Party maintain security standards for safeguarding classified informa- 
tion, and non-nuclear parts of atomic weapons systems, made available pursuant to 
this Agreement less restrictive than those set forth in the ae security 
arrangements in effect on the date this Agreement comes into force. 

B. Classified information communicated or exchanged pursuant to this 
Agreement will be made available through channels existing or hereafter agreed 
for the communication or exchange of such information between the Parties. 

C. Classified information, communicated or exchanged, and any non-nuclear 
parts of atomic weapons systems transferred pursuant to this Agreement shall 
not be communicated, exchanged or transferred by the recipient Party or per- 
sons under its jurisdiction to any unauthorized persons or, except as provided 
in Article VI of this Agreement, beyond the jurisdiction of that Party. Each 
Party may stipulate the degree to which any of the information and non-nuclear 
parts of atomic weapons systems communicated, exchanged or transferred by it 
or persons under its jurisdiction pursuant to this Agreement may be disseminated 
or distributed; may specify the categories of persons who may have access to such 
information or non-nuclear parts of atomic weapons systems; and may impose 
such other restrictions on the dissemination or distribution of such information 
or non-nuclear parts of atomic weapons systems as it deems necessary. 
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ArTICLE VI 
Dissemination 


Nothing in this Agreement shall be interpreted or operate as a bar or resiriction 
to consultation or cooperation in any field of defense by either Party with other 
nations or international organizations. Neither Party, however, shall so com- 
municate classified information or transfer or permit access to or use of non-nuclear 
parts of atomic weapons systems made available by the other Party pursuant to 
this Agreement unless: 

A. It is notified by the originating Party that all appropriate provisions and 
requirements of the originating Party’s applicable laws, including authorization 
by competent bodies of the originating Party, have been complied with which 
would be necessary to authorize the originating Party directly so to communicate 
to, transfer to, permit access to or use by such other nation or international or- 
ganization; and further that the originating Party authorizes the recipient Party 
so to communicate to, transfer to, permit access to or use by such other nation or 
international organization; or 

B. The originating Party has informed the recipient Party that the originating 
Party has so communicated to, transferred to, permitted access to or use by such 
other nation or international organization. 


ArticLe VII 
Classification Policies 


Agreed classification policies shall be maintained with respect to all classified 
information and non-nuclear parts of atomic weapons systems communicated, 
exchanged or transferred under this Agreement. 


ArticLE VIII 


Responsibility for Use of Information and Non-Nuclear Parts of Atomic Weapons 
Systems 


The application or use of any information (including design drawings and 
specifications) or non-nuclear parts of atomic weapons systems communicated, 
exchanged or transferred under this Agreement shall be the responsibility of the 
Party receiving it, and the other Party does not provide any indemnity or warranty 
with respect to such application or use. 


ArTIcLE IX 
Patents 


The recipient Party shall use the classified information communicated, or re- 
vealed by equipment transferred hereunder, for the purposes specified herein only. 
Any inventions or discoveries resulting from possession of such information on 
the part of the recipient Party or persons under its jurisdiction shall be made 
available to the other Party for all purposes without charge in accordance with 
such arrangements as may be agreed and shall be safeguarded in accordancé with 
the provisions of Article V of this Agreement. 


ARTICLE X 
Definitions 


For the purposes of this Agreement: 

A. ‘Atomic weapon” means any device utilizing atomic energy, exclusive 
of the means for transporting or propelling the device (where such means is 
a separable and divisible part of the device), the principal purpose of which 
is for use as, or for development of, a weapon, a weapon prototype, or a weapon 
test device. 

B. ‘‘Classified information’? means information, data, materials, services, 
or any other matter with the security designation of ‘Confidential’ or higher 
applied under the legislation or regulations of either the United States or the 

etherlands, including that designated by the Government of the United 
States as ‘Restricted Data” or ‘‘Formerly Restricted Data” and that 
designated by the Government of the Netherlands as “‘Atomic’’. 
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C. ‘‘Non-nuclear parts of atomic weapons’”’ means parts of atomic weapons 
which are specially designed for them and are not in general use in other 
end products and which are not made of, in whole or in part, special nuclear 
material; and ‘‘non-nuclear parts of atomic weapons systems involving 
Restricted Data’’ means parts of atomic weapons systems, other than 
non-nuclear parts of atomic weapons, which contain or reveal atomic informa- 
tion and which are not made of, in whole or in part, special nuclear material. 

D. As used in this Agreement, the term ‘‘atomic information” means: 

1. So far as concerns information provided by the Government of the 
United States, information which is designated ‘‘Restricted Data’ and 
“Formerly Restricted Data’’. 

2. So far as concerns information provided by the Government of the 
Netherlands, information which is designated ‘‘Atomic”’. 


ARTICLE XI 
Duration 


This Agreement shall enter into force on the date on which each Government 
shall have received from the other Government written notification that it has 
complied with all legal requirements for the entry into force of this Agreement, 
and shall remain in force until terminated by agreement of both Parties except 
that either Party may terminate its cooperation under Articles II or III upon 
the expiration of the North Atlantic Treaty. 


IN WITNESS WHEREOF, the undersigned, duly authorized, have signed this 
Agreement. 
ONE at The Hague, in duplicate, in the English language, this 6th day of 
May, 1959. 
For the Government of the United States of America: 
Puitip YOUNG. 


For the Government of the Kingdom of the Netherlands: 








Tre Wuire Hovsg, 
Washington, May 4, 1959. 
Memorandum for— 

THE SECRETARY OF DEFENSE. 

THE CHAIRMAN, ATOMIC ENERGY COMMISSION. 


In your joint letter to me of May 1, 1959, you recommended that I approve a 
proposed agreement between the Government ot the United States of America 
and the Government of the Netherlands for cooperation on the uses of atomic 
energy for mutual defense purposes. 

The Netherlands is participating with the United States in an international 
arrangement pursuant to which it is making substantial and material contributions 
to the mutual defense and security. The proposed agreement will permit cooper- 
ation necessary to improve the state of training and operational readiness of the 
armed forces of the Gethortanda, subject to provisions, conditions, guarantees, 
terms, and special determinations, which are most appropriate in this important 
area of mutual assistance, in accordance with the agreement in principle reached 
in December 1957. 

Having considered your joint recommendations and the cooperation provided 
for in the agreement, including security safeguards and other terms and conditions 
of the agreement, I hereby 

(1) approve the program for the transfer of nonnuclear parts of atomic 
weapon systems involving restricted data under the terms and conditions 
provided in your joint letter and the proposed agreement; however, types, 
quantities and conditions of transfer of such parts are subject to my further 
approval; 

(2) determine that the performance of this agreement will promote and 
will not constitute an unreasonable risk to the common defense and security 
of the United States; and 

(3) approve the proposed agreement and authorize its execution for the 

— of the United States in a manner designated by the Secretary 
of State. 

After execution of the agreement, I shall submit it to the Congress. 

I am forwarding a copy of this memorandum to the Secretary of State. 


Dwicuat D. EIsENHOWER. 





Lie NON EP er 





AGREEMENTS FOR COOPERATION FOR MUTUAL DEFENS® 45 


Tue SECRETARY OF DEFENSE, 


Washington, May 1, 1959. 
THE PRESIDENT, 


The White House. 


Dear Mr. PrestpEnt: There is hereby submitted for your consideration and 
approval a proposed agreement between the Government of the United States of 
America and the Government of the Netherlands for cooperation on the uses of 
atomic energy for mutual defense purposes. 

The proposed agreement will permit, under the authority of sections 91(c) and 
144(b) of the Atomic Energy Act of 1954, as amended, the transfer of classified 
information and certain equipment necessary for the purpose of improving the 
state of training and operational readiness of the armed forces of the Netherlands. 
The December 1957 NATO heads of government meeting established the concept 
of a stockpile of arms for the strengthening of NATO’s defenses, and this present 
agreement is an important part of the implementation of this concept. The 
carrying out of this agreement should do much to advance our mutual defense 
interests, including the vital cause of strengthening the NATO defensive alliance, 
and will thereby aid materially in the defense of the United States. 

Article II of the agreement provides for the transfer of classified information, 
including restricted data and formerly restricted data, necessary to the develop- 
ment of defense plans; the training of personnel in the employment of and the 
defense against atomic weapons and other military applications of atomic energy; 
the evaluation of the capability of potential enemies in the employment of atomic 
weapons and other military applications of atomic energy; and the development 
of delivery systems capable of carrying atomic weapons. 

Article III of the agreement provides that the United States will transfer 
nonnuclear parts of atomic weapons systems involving restricted data (other than 
nonnuclear parts of atomic weapons) for the purpose of improving the state of 
training and operational readiness of the armed forces of the Netherlands. How- 
ever, in view of section 91(c) of the Atomic Energy Act, the applicability of which 
is reflected in article IV of the agreement, no transfer can be made if it would 
contribute significantly to the recipient nation’s atomic weapon design, develop- 
ment or fabrication capability. It is not possible to determine at this time the 
types, quantities, and conditions of transfer, whether by sale, lease, or loan, of 
those parts which it will become necessary to transfer for our mutual defense 
during the period of the agreement. Accordingly, under the terms and conditions 
of the agreement, it will be necessary to determine from time to time the types, 
quantities, and conditions of transfer and such determination shall be submitted 
for your approval, 

he agreement would remain in force until terminated by agreement of both 
parties, thus assuring continued protection for the information and equipment 
transferred in accordance with the provisions of the agreement. However, 
cooperation for the transfer of information and equipment under articles II and 
III of the agreement may be discontinued by either party in the event of the 
termination of the North Atlantic Treaty. 

In accordance with the provisions of sections 91(c) and 144(b) of the Atomic 
Energy Act of 1954, the agreement specifically provides in article I that all 
cooperation under the agreement will be undertaken only when the communicating 
or transferring party determines that such cooperation will promote and will not 
constitute an unreasonable risk to its defense and security. Article I of the 
agreement also provides, in accordance with the act, that all cooperation under 
the agreement will be undertaken only while the United States and the Nether- 
lands are participating in an international arrangement for their mutual defense 
and security and making substantial and material contributions thereto. Cooper- 
ation under articles II and III of the agreement would be undertaken only when 
these conditions prevail. 

Article IV of the agreement stipulates that the cooperation under the agreement 
will be carried out by each of the parties in accordance with its applicable laws. 
Article IV also makes clear that there will be no transfer under the agreement of 
atomic weapons, nonnuclear parts of atomic weapons or special nuclear material. 

In addition to the foregoing provisions on the terms, conditions, duration, 
nature and scope of cooperation, the agreement provides that the parties will 
maintain agreed security safeguards and standards. The agreement also contains 
particular commitments that the recipient of any equipment or information that 
is obtained pursuant to the agreement will not transfer it to unauthorized persons 
and will not transfer it beyond the jurisdiction of the recipient party, except in 
limited circumstances specifically provided in the agreement. 
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The Netherlands is now participating with the United States in an international 
arrangement pursuant to which the Netherlands is making substantial and 
material contributions to the mutual defense and security. It is the view of the 
Department of Defense and the Atomic Energy Commission that this agreement 
is entirely in accord with the provisions of the Atomic Energy Act of 1954, as 
amended. It is the sutnbhenth opinion of the Department of Defense and the 
Atomic Energy Commission that the performance of the proposed agreement will 
promote and will not constitute an unreasonable risk to the common defense and 
security of the United States. 

Accordingly, it is recommended that you— 

(a) approve the program for the transfer of nonnuclear parts of atomic 
weapon systems involving restricted data under the terms and conditions 
provided in this letter and the proposed agreement; however, types, quan- 
tities and conditions of transfer of such parts are subject to your later 
approval; 

(b) determine that the performance of this agreement will promote and 
will not constitute an unreasonable risk to the common defense and security 
of the United States; and 

(c) approve the proposed agreement and authorize its execution for the 
Government of the United States in a manner specified by the Secretary of 
State. 

The Secretary of State concurs in the foregoing recommendations. 

Respectfully yours, 

Donatp A. QUARLEs, 
Deputy Secretary of Defense. 


Joun A. McCong, 
Chairman, Atomic Energy Commission. 


APPENDIX 7 


AGREEMENT BETWEEN THE GOVERNMENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERNMENT OF TURKEY FOR 
COOPERATION ON THE USES OF ATOMIC ENERGY FOR MUTUAL 
DEFENSE PURPOSES 


No. 2422 

ANKARA, May 6, 1959. 
His Excellency Fatin Rustu Zoruuv, 
Minister of Foreign Affairs, Ankara. 


Exce.uency: I have the honor to refer to the decisions taken at the North 
Atlantic Treaty Heads of Government meeting in December 1957 and to propose 
the following Agreement between the Government of the United States of America 
and the Government of Turkey for cooperation on the uses of Atomic Energy 
for Mutual Defense purposes: 

i _ Government of the United States of America and the Government of 
urkey, 

Considering that they have concluded a mutual defense assistance agreement 
pursuant to which each Government will make available to the other equipment, 
materials, services, or the military assistance in accordance with such terms and 
conditions as may be agreed; 

Considering that their mutual security and defense require that they be pre- 
pared to meet the contingencies of atomic warfare; 

Considering that they are participating together in an international arrange- 
ment pursuant to which they are making substantial and material contributions 
to their mutual defense and security; 

Recognizing that their common defense and security will be advanced by the 
exchange of information concerning atomic energy and by the transfer of certain 
types of equipment; 

lieving that such exchange and transfer can be undertaken without risk to the 
defense and security of either country; and 

Taking into consideration the United States Atomic Energy Act of 1954, as 
amended, and all applicable statutes of Turkey, which were enacted or prepared 
with these purposes in mind, 

Have agreed as follows: 
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Articis I 
General Provision 


While the United States and Turkey are participating in an international 
arrangement for their mutual defense‘and security and making substantial and 
material contributions thereto, each Party will communicate to and exchange 
with the other party information and transfer nonnuclear parts of atomic weapons 
systems involving restricted data to the other Party in accordance with the provi- 
sions of this Agreement, provided that the communicating or transferring 
Party determines that such cooperation will promote and will not constitute an 
unreasonable risk to its defense and security. 


ArtTic.eE II 
Exchange of Information 


Each Party will communicate to or exchange with the other Party such classi- 
fied information as is jointly determinedto be necessary to: 

A. the development of defense plans; 

B. the training of personnel in the employment of and defense against 
atomic weapons and other military applications of atomic energy; 

C. the evaluation of the capabilities of potential enemies in the employ- 
me of atomic weapons and other military applications of atomic energy; 
an 

D. the development of delivery systems compatible with the atomic weap- 
ons which they carry. 

ArticiE III 


Transfer of Nonnuclear Parts of Atomic Weapons Systems 


The Government of the United States will transfer to the Government of 
‘Turkey, subject to terms and conditions to be agreed, nonnuclear parts of atomic 
weapons systems involving Restricted Data as such parts are jointly determined 
to be necessary for the purpose of improving Turkish state of training and oper- 
ational readiness. 

Articts IV 
Conditions 

A. Cooperation under this Agreement will be carried out by each of the Parties 
in accordance with its applicable laws. 

B. Under this Agreement there will be no transfer by either Party of atomic 
weapons, nonnuclear parts of atomic weapons, or special nuclear materials. 

C. The information communicated or exchanged, or nonnuclear parts of atomic 
weapons systems transferred, by either Party pursuant to this Agreement shall 
be used by the recipient Party exclusively for the preparation or implementation 
of defense plans in the mutual interests of the two countries. 

D. Nothing in this Agreement shall preclude the communication or exchange 
of classified information which is transmissible under other arrangements between 
the Parties. 

ARTICLE V 


Guarantees 


A. Classified information and nonnuclear parts of atomic weapons systems 
‘communicated or transferred oarens to this Agreement shall be accorded full 
security protection under applicable security arrangements between the Parties 
and applicable national legislation and regulations of the Parties. In no case 
shall either Party maintain security standards for safeguarding classified infor- 
mation, and nonnuclear parts of atomic weapons systems, made available pursuant 
to this Agreement less restrictive than those set forth in the applicable security 
arrangements in effect on the date this Agreement comes into force. 

B. Classified information communicated or exchanged pursuant to this Agree- 
ment will be made available through channels existing or hereafter agreed for the 
communication or exchange of such information between the Parties. 

C. Classified information, communicated or exchanged, and any nonnuclear 
parts of atomic weapons systems transferred pursuant to this Agreement shall 
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not be communicated, exchanged or transferred by the recipient. Party or persons 
under its jurisdiction to any unauthorized persons or, except as provided in Article 
VI of this Agreement, beyond the jurisdiction of that Party. Each Party may 
stipulate the degree to which any of the information and nonnuclear parts of atomic 
weapons systems communicated, exchanged or transferred by it or persons under 
its jurisdiction pursuant to this Agreement may be disseminated or distributed; 
may specify the categories of persons who may have access to such information 
or nonnuclear parts of atomic weapons systems; and may impose such other 
restrictions on the dissemination or distribution of such information or non- 
nuclear parts of atomic weapons systems as it deems necessary. 


ARTICLE VI 


Dissemination 





Nothing in this Agreement shall be interpreted or operate as a bar or restriction 
to consultation or cooperation in any field of defense by either Party with other 
nations or international] organizations. Neither Party, however, shall so communi- 
cate classified information or transfer or permit access to or use of nonnuclear 
parts of atomic weapons systems made available by the other Party pursuant to 
this Agreement unless: 

A. It is notified by the originating Party that all appropriate provisions and 
requirements of the originating Party’s applicable laws, including authorization 
by competent bodies of the originating Party, have been complied with which 
would be necessary to authorize the originating Party directly so to communicate 
to, transfer to, permit access to or use by such other nation or international 
organization; and further that the originating Party authorizes the recipient 
Party so to communicate to, transfer to, permit access to or use by such other 
nation or international organization; or 

B. The originating Party has informed the recipient Party that the originating 
Party has so communicated to, transferred to, permitted access to or use by 
such other nation or international organization. 


Articte VII 


Classification Policies 





Agreed classification policies shall be maintained with respect to all classified 
information and nonnuclear parts of atomic weapons systems communicated, 
exchanged or transferred under this Agreement. 


ArticLe VIII 


Responsibility For Use of ene and Nonnuclear Paris of Atomic Weapons 
ystems 


The application or use of any ioformation (including design drawing and 
specifications) or nonnuclear parts of atomic weapons systems communicated, 
exchanged or transferred under this Agreement shall be the responsibility of 
the Party receiving it, and the other Party does no provide any indemnity or 
warranty with respect to such application or use. 


ArTICLE IX 
Patents 


The recipient Party shall use the classified information communicated or 
revealed by equipment transferred hereunder for the purposes specified herein 
only. Any inventions or discoveries resulting from possession of such information 
on the part of the recipient Party or persons under its jurisdiction shall be made 
available to the other Party for defense purposes without charge in accordance 
with such arrangements as may be agreed and shall be safeguarded in accordance 
with the provisions of Article V of this agreement. 
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ARTICLE X 





Definitions 


For the purposes of this agreement: 

A. ‘Atomic weapon”’ means any device utilizing atomic energy, exclusive 
of the means for transporting or propelling the device (where such means is a 
separable and divisible part of the device), the principal purpose of which 
is for use as, or for development of, a weapon, a weapon prototype, or a weapon 
test device. 

B. ‘Classified information”? means information, data, materials, services 
or any other matter with the security designation of ‘‘Confidential’’ or higher 
applied under the legislation or regulations of either the United States 
or Turkey, including that designated by the Government of the United States 
as ‘‘Restricted Data’ or ‘‘Formerly Restricted Data’’ and that designated 
by the Government of Turkey as ‘Atomic’. 

C. ‘‘Nonnuclear parts of atomic weapons” means parts of atomic weapons 
which are specially designed for them and are not in general use in other end 
products and which are not made of, in whole or in part, special nuclear 
material; and ‘‘nonnuclear parts of atomic weapons systems involving Re- 
stricted Data’’ means parts of atomic weapons systems, other than non- 
nuclear parts of atomic weapons, which contain or reveal atomic information 
and which are not made of, in whole or in part, special nuclear material. 

D. As used in this Agreement, the term ‘“‘Atomic Information’”’ means: 

1. So far as concerns information provided by the Government of the 

United States, information which is designated ‘‘Restricted Data’”’ or 
‘Formerly Restricted Data’’. 

2. So far as concerns information provided by the Government of 

Turkey information which is designated ‘‘Atomic’’. 


ARTICLE XI 


Duration 


























This Agreement shall enter into force on the date on which each Government 
shall have received from the other Government written notification that it has 
complied with all legal requirements for the entry into force of this Agreement, 
and shall remain in force until terminated by agreement of both Parties except 
that either Party may terminate its cooperation under Article II or III upon the 
expiration of the North Atlantic Treaty. 

f the foregoing is acceptable to your Government, I have the honor to propose 
that this Note and your reply thereto, Excellency, shall constitute an Agreement 
between our Governments. 

Accept, Excellency, the renewed assurances of my highest consideration. 






THe Wuite Hovsg, 
Washington, May 4, 1959. 

Memorandum for: 

THe SecRETARY OF DEFENSE. 

Tue CHarRMAN, Atomic ENERGY CoMMISSION. 


In your joint letter to me of May 1, 1959, you recommended that I approve a 
proposed agreement between the Government of the United States of America 
and the Government of Turkey for cooperation on the uses of atomic energy for 
mutual defense purposes. 

Turkey is participating with the United States in an international arrangement 
pursuant to which it is making substantial and material contributions to the 
mutual defense and security. Phe proposed agreement will permit cooperation 
necessary to improve the state of training and operational readiness of the armed 
forces of Turkey, subject to provisions, conditions, guarantees, terms, and special 
determinations, which are most appropriate in this important area of mutual 
assistance, in accordance with the agreement in principle reached in December 
1957. 


59004 Res., Vol. 4—S. Rept. 513, 86-1, O-61—4 
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Having considered your joint recommendations and the cooperation provided 
for in the agreement, including security safeguards and other terms and conditions 
of the agreement, I hereby 

(1) approve the program for the transfer of non-nuclear parts of atomic 
weapon systems involving restricted data under the terms and conditions 
provided in your joint letter and the proposed agreement; however, types, 
quantities, and conditions of transfer of wash parts are subject to my further 
approval; 

(2) determine that the performance of this agreement will promote and will 
not constitute an unreasonable risk to the common defense and security of 
the United States; and 

(3) approve the proposed agreement and authorize its execution for the 
— of the United States in a manner designated by the Secretary 
of State. 

After execution of the agreement, I shall submit it to the Congress. 

I am forwarding a copy of this memorandum to the Secretary of State. 


Dwicut D. EISENHOWER. 





THE SECRETARY OF DEFENSE, 
Washington, May 1, 1969. 

Dear Mr. PresipEnt: There is hereby submitted for your consideration and 
approval a proposed agreement between the Government of the United States of 
America and the Government of Turkey for cooperation on the uses of atomic 
energy for mutual defense purposes. 

The proposed agreement will permit, under the authority of sections 91(c) and 
144(b) of the Atomic Energy Act of 1954, as amended, the transfer of classified 
information and certain equipment necessary for the purpose of improving the 
state of training and operational readiness of the armed forces of Turkey. The 
December 1957 NATO heads of government meeting established the concept of 
a stockpile of arms for the strengthening of NATO’s defenses, and this present 
agreement is an important part of the implementation of this concept. The 
carrying out of this agreement should do much to advance our mutual defense 
interests, including the vital cause of strengthening the NATO defensive alliance, 
and will thereby aid materially in the defense of the United States. 

Article II of the agreement provides for the transfer of classified information, 
including restricted data and formerly restricted data, necessary to the develop- 
ment of defense plans; the training of personnel in the employment of and the 
defense against atomic weapons and other military applications of atomic energy; 
the evaluation of the capability of potential enemies in the employment of atomic 
weapons and other military applications of atomic energy; and the development 
of delivery systems capable of carrying atomic weapons. 

Article IIl of the agreement provides that the United States will transfer non- 
nuclear parts of atomic weapons systems involving restricted data (other than 
nonnucleai parts of atomic weapons) for the purpose of improving the state of 
training and operational readiness of the armed forces of Turkey. However, in 
view of section 91(c) of the Atomic Energy Act, the applicability of which is 
reflected in article 1V of the agreement, no transfer can be made if it would con- 
tribute significantly to the recipient nation’s atomic weapon design, development 
or fabrication capability. It is not possible to determine at this time the types, 
quantities and conditions of transfer, whether by sale, lease or loan, of these parts 
which it will become necessary to transfer for our mutual defense during the 
period of the agreement. Accordingly, under the terms and conditions of the 
agreement, it will be necessary to determine from time to time the types, quanti- 
ties and conditions of transfer and such determination shall be submitted for 
your approval. 

The agreement would remain in force until terminated by agreement of both 
parties, thus assuring continued protection for the information and equipment 
transferred in accordance with the provisions of the agreement. However, 
cooperation for the transfer of information and equipment under articles II and 
III of the agreement may be discontinued by either party in the event of the 
termination of the North Atlantic Treaty. 

In accordance with the provisions of sections 91(c) and 144(b) of the Atomic 
Energy Act of 1954, the agreement specifically provides in article I that all co- 
operation under the agreement will be undertaken only when the communicating 
or transferring party determines that such cooperation will promote and will not 
constitute an unreasonable risk to its defense and security. Article I of the agree- 
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ment also provides, in accordance with the act, that all cooperation under the 
agreement will be undertaken only while the United States and Turkey are 
participating in an international arrangement for their mutual defense and secu- 
rity and making substantial and material contributions thereto. Cooperation 
under articles II and III of the agreement would be undertaken only when these 
conditions prevail. 

Article IV of the agreement stipulates that the cooperation under the agreement 
will be carried out by each of the parties in accordance with its applicable laws. 
Article IV also makes clear that there will be no transfer under the agreement of 
atomic weapons, nonnuclear parts of atomic weapons or special nuclear material. 

In addition to the foregoing provisions of the terms, conditions, duration, nature 
and scope of cooperation, the agreement provides that the parties will maintain 
agreed security safeguards and standards. The agreement also contains particular 
commitments that the recipient of any equipment or information that is obtained 
pursuant to the agreement will not transfer it to unauthorized persons and will 
not transfer it beyond the jurisdiction of the recipient party, except in limited 
circumstances specifically provided in the agreement. 

Turkey is now participating with the United States in an international arrange- 
ment pursuant to which Turkey is making substantial and material contributions 
to the mutual defense and security. It is the view of the Department of Defense 
and the Atomic Energy Commission that this agreement is entirely in accord with 
the provisions of the Atomic Energy Act of 1954, as amended. It is the considered 
opinion of the Department of Defense and the Atomic Energy Commission that 
the performance of the proposed agreement will promote and will not constitute 
an unreasonable risk to the common defense and security of the United States. 

Accordingly, it is reeommended that you— 

(a) approve the program for the transfer of nonnuclear parts of atomic 
weapon systems involving restricted data under the terms and conditions 
provided in this letter and the proposed agreement; however, types, quan- 
tities and conditions of transfer of such parts are subject to your later 
approval; 

(b) determine that the performance of this agreement will promote and 
will not constitute an unreasonable risk to the common defense and security 
of the United States; and 

(c) approve the proposed agreement and authorize its execution for the 
Goveramant of the United States in a manner specified by the Secretary 
of State. 

The Secretary of State concurs in the foregoing recommendations. 


DonaLp A. QUARLES, 

Deputy Secretary of Defense. 

Joun A. McCong, 
Chairman, Atomic Energy Commission. 


APPENDIX 8 


AGREEMENT BETWEEN THE GOVERNMENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERN MENT OF THE KINGDOM 
OF GREECE FOR COOPERATION ON THE USES OF ATOMIC EN- 
ERGY FOR MUTUAL DEFENSE PURPOSES 

ATHENS, May 6, 1959. 

His Excellency ConstaNnTINE TsaTsos, 


Acting Foreign Minister, 
Athens. 


ExcELLENcy: I have the honor to refer to the decisions taken at the North 
Atlantic Treaty Heads of Government Meeting in December 1957 and to pro- 
pose the following agreement between the Government of the United States of 
America and the Government of The Kingdom of Greece for cooperation on the 
uses of atomic energy for mutual defense purposes. 

The Government of the United States of America and the Royal Hellenic Gov- 
ernment, 

Considering that they have concluded a Mutual Defense Assistance Agreement 
pursuant to which each Government will make available to the other equipment, 
materials, services or other military assistance in accordance with such terms and 
conditions as may be agreed; 
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Considering that their mutual security and defense require that they be pre- 
pared to meet the contingencies of atomic warfare; 

Considering that they are participating together in an international arrangement 
pursuant to which they are making substantial and material contributions to their 
mutual defense and security; 

Recognizing that their common defense and security will be advanced by the 
exchange of information concerning atomic energy and by the transfer of certain 
types of equipment; 

elieving that such exchange and transfer can be undertaken without risk to 
the defense and security of either country; and 

Taking into consideration the United States Atomic Energy Act of 1954, as 
amended, and all applicable statutes of The Kingdom of Greece, which were 
enacted or prepared with these purposes in mind, 

Have agreed as follows: 

ARTICLE I 


General Provision 


While the United States and The Kingdom of Greece are participating in an 
international arrangement for their mutual defense and security and making 
substantial and material contributions thereto, each Party will communicate to 
and exchange with the other Party information and transfer nonnuclear parts of 
atomic weapons systems involving restricted data to the other Party in accord- 
ance with the provisions of this Agreement, provided that the communicating or 
transferring Party determines that such cooperation will promote and will not 
constitute an unreasonable risk to its defense and security. 


ARTICLE II 
Exchange of Information 


Each Party will communicate to or exchange with the other Party such classi- 
fied information as is jointly determined to be necessary to: 

A. the development of defense plans; 

B. the training of personnel in the employment of and defense against 
atomic weapons and other military applications of atomic energy; 

C. the evaluation of the capabilities of potential enemies in the employ- 
ment of atomic weapons and other military applications of atomic energy; and 

D. the development of delivery systems compatible with the atomic 
weapons which they carry. 

ArTIcLE III 


Transfer of Nonnuclear Parts of Atomic Weapons Systems 


The Government of the United States will transfer to the Royal Hellenic Gov- 
ernment, subject to terms and conditions to be agreed nonnuclear parts of atomic 
weapons systems involving Restricted Data as such parts are jointly determined 
to be necessary for the purpose of improving the Greek state of training and 
operational readiness. 

ARTICLE IV 


Conditions 


A. Cooperation under this Agreement will be carried out by each of the Parties 
in accordance with its applicable laws. 

B. Under this Agreement there will be no transfer by either Party of atomic 
weapons, nonnuclear parts of atomic weapons, or special nuclear materials. 

C. The information communicated or exchanged, or nonnuclear parts of atomic 
weapons systems transferred, by either Party pursuant to this Agreement shall 
be used by the recipient Party exclusively for the preparation or implementation 
of defense plans in the mutual interests of the two countries. 

D. Nothing in this Agreement shall preclude the communication or exchange 
of classified information which is transmissible under other arrangements between 
the Parties. 

ARTICLE V 


Guarantees 


A. Classified information and nonnuclear parts of atomic weapons systems 
communicated or transferred pursuant to this Agreement shall be accorded full 
security protection under applicable security arrangements between the Parties 
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and applicable national legislation and regulations of the Parties. In no case 
shall either Party maintain security standards for safeguarding classified informa- 
tion, and nonnuclear parts of atomic weapons systems, made available pursuant 
to this Agreement less restrictive than those set forth in the applicable security 
arrangements in effect on the date this Agreement comes into force. 

B. Classified information communicated or exchanged pursuant to this Agree- 
ment will be made available through channels existing or hereafter agreed for 
the communication or exchange of such information between the Parties. 

C. Classified information, communicated or exchanged, and any nonnuclear 
parts of atomic weapons systems transferred pursuant to this Agreement shall 
not be communicated, exchanged or transferred by the recipient Party or persons 
under its jurisdiction to any unauthorized persons or, except as provided in 
Article VI of this Agreement, beyond the jurisdiction of that Party. Each Party 
may stipulate the degree to which any of the information and nonnuclear parts 
of atomic weapons systems communicated, exchanged or transferred by it or 
persons under its jurisidiction pursuant to this Agreement may be disseminated 
or distributed; may specify the categories of persons who may have access to 
such information or nonnuclear parts of atomic weapons systems; and may impose 
such other restrictions on the dissemination or distribution of much information 
or nonnuclear parts of atomic weapons systems as it deems necessary. 


ARTICLE VI 


Dissemination 


Nothing in this Agreement shall be interpreted or operate as a bar or restriction 
to consultation or cooperation in any field of defense by either Party with other 
nations or international organizations. Neither Party, however, shall so com- 
municate classified information or transfer or permit access to or use of nonnuclear 
parts of atomic weapons systems made available by the other Party pursuant to 
this Agreement unless: 

A. It is notified by the originating Party that all appropriate provisions 
and requirements of the originating Party’s applicable laws, including au- 
thorization by competent bodies of the originating Party, have been complied 
with which would be necessary to authorize the originating Party directly 
so to communicate to, transfer to, permit access to or use by such other 
nation or international organization; and further, that the originating Party 
authorizes the recipient Party so to communicate to, transfer to, permit 
access to or use by such other nation or international organization; or 

B. The originating Party has informed the recipient Party that the origi- 
nating Party has so communicated to, transferred to, permitted access to 
or use by such other nation or international organization. 


ARTICLE VII 


Classification policies 


Agreed classification policies shall be maintained with respect to all classified 
information and nonnuclear parts of atomic weapons systems communicated, 
exchanged or transferred under this Agreement. 


Articie VIII 
Responsibility for use of information and nonnuclear parts of atomic weapons systems 


The application or use of any information (including design drawings and 
specifications) or nonnuclear parts of atomic weapons systems communicated, 
exchanged or transferred under this Agreement shall be the responsibility of the 
Party receiving it, and the other Party does not provide any indemnity or warranty 
with respect to such application or use. 


ArTICLE IX 
Patents 


The recipient Party shall use the classified information communicated or 
revealed by equipment transferred hereunder for the purposes specified herein 
only. Any inventions or discoveries resulting from possession of such information 
on the part of the recipient Party or persons under its jurisdiction shall be made 
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available to the other moony Fd all pare without charge in accordance with 
such arrangements as may be agreed and shall be safeguarded in accordance with 
the provisions of Article V of this Agreement. 


ARTICLE X 
Definitions 


For the purposes of this Agreement: 

A. ‘‘Atomic Weapon’ means any device utilizing atomic energy, exclusive 
of the means for transporting or propelling the device (where such means is 
a separable and divisible part of the device), the principal purpose of which 
is for use as, or for development of, a weapon, a weapon prototype, or a 
weapon test device. 

B. “Classified information’? means information, data, materials, services 
or any other matter with the security designation of “Confidential” or 
higher applied under the legislation or regulations of either the United 
States or The Kingdom of Greece, including that designated by the Govern- 
ment of the United States as “Restricted Data’’ or “‘Formerly Restricted 
Data” and that designated by the Royal Hellenic Government as ‘“‘Atomic’’. 

C. “Nonnuclear parts of atomic weapons” means parts of atomic weapons 
which are specially designed for them and are not in general use in other 
end products and which are not made of, in whole or in part, special nuclear 
material; and ‘“nonnuclear parts of atomic weapons systems involving 
Restricted Data’? means parts of atomic weapons systems, other than 
nonnuclear parts of atomic weapons, which contain or reveal atomic informa- 
tion and which are not made of, in whole or in part, special nuclear material. 

D. As used in this agreement, the term “Atomic information’ means: 

1. So far as concerns information provided by the Government of 
the United States, information which is designated ‘Restricted Data’”’ 
and ‘‘Formerly Restricted Data’’. 

2. So far as concerns information provided by the Government of 
The Kingdom of Greece, information which is designated ‘‘Atomic’’. 


ArticLE XI 
Duration 


This agreement shall enter into force on the date on which each Government 
shall have received from the other Government written notification that it has 
complied with all legal requirements for the entry into force of this agreement, 
and shall remain in force until terminated by agreement of both Parties except 
that either Party may terminate its cooperation under Articles II or III upon the 
Se of the North Atlantic Treaty. 

f the foregoing is acceptable to your Government I have the honor to propose 
that this note and your reply thereto, Excellency, shall constitute an Agreement 
between our Governments. 


JaMEs W. RIDDLEBERGER. 


To the Congress of the United States: 


In December 1957 the heads of government of the nations members of the North 
Atlantic Treaty Organization reached agreement in principle on the desirability 
of achieving the most effective pattern of NATO military defensive strength, 
taking into account the most recent developments in weapons and techniques. 
In enunciating this agreement in principle the heads of government made it clear 
that this decision was the result of the fact that the Soviet leaders, while prevent- 
ing a general disarmament agreement, had left no doubt that the most modern 
and destructive weapons of all kinds were being introduced into the Soviet armed 
forces. The introduction of modern weapons into NATO forces should be no 
— for concern on the part of other countries, since NATO is purely a defensive 
alliance. 

It is our conviction and the conviction of our NATO allies that the introduction 
into NATO defenses of the most modern weapons available is essential in main- 
taining the strength necessary to the Alliance. Any alliance depends in the last 
analysis upon the sense of shared mutual interests among its members, and by 
sharing with our Allies certain training information we are demonstrating con- 
cretely our sense of partnership in NATO’s defensive planning. Failure on our 
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art to contribute to the improvement of the state of operational readiness of the 
orces of other members of NATO will only encourage the Soviet Union to believe 
that it can eventually succeed in its goal of destroying NATO’s effectiveness. 

To facilitate the necessary cooperation on our part legislation amending the 
Atomic Energy Act of 1954 was enacted during the last session of the Congress. 
Pursuant to that legislation agreements for cooperation were recently concluded 
with three of our NATO partners and submitted to the Congress on May 26. A 
similar agreement was also recently concluded with our NATO ally, the Dicestedts 
of Greece. All of these agreements are designed to implement in important 
respects the agreed NATO program. This agreement with the Kingdom of 
Greece will enable the United States to cooperate effectively in mutual defense 
planning with Greece and in the training of Greek NATO forces in order that, if 
an attack on NATO should occur, under the direction of the Supreme Allied 
Commander for Europe Greek forces could effectively use nuclear weapons in 
their defense. 

These agreements previously submitted and this Greek agreement represent 
only a portion of the work necessary for complete implementation of the decision 
taken by the North Atlantic Treaty Organization in December 1957. I anticipate 
the conclusion of similar agreements for cooperation with certain other NATO 
nations as the Alliance’s defensive planning continues. 

Pursuant to the Atomic Energy Act of 1954, as amended, I am submitting to 
each House of the Congress an authoritative copy of an agreement with the 
Kingdom of Greece. I am also transmitting a copy of the Acting Secretary of 
State’s letter accompanying authoritative copies of the signed agreement, a copy 
of a joint letter from the Secretary of Defense and the Chairman of the Atomic 
Energy Commission recommending my approval of this document and a copy 
of my memorandum in reply thereto setting forth my approval. 

Dwicat D. EIseENHOWER. 

The Waite Hovssz. 


(Enclosures: 1. Agreement with the Kingdom of Greece; 2. Copy of a joint 
letter from the Secretary of Defense and the Chairman of the Atomic Energy 
Commission to the President; 3. Copy of the President’s Memorandum recording 
his approval.) 





JUNE 6, 1959. 
THe PRESIDENT, 


The White House. 


The undersigned, the Acting Secretary of State, has the honor to lay before the 
President with a view to its transmission to the Congress, pursuant to the Atomic 
Energy Act of 1954, as amended, authoritative copies of an agreement for coopera- 
tion on the uses of atomic energy for mutual defense purposes between the Gov- 
ernment of the United States and the Kingdom of Greece signed in Athens on 
May 6, 1959. 

his agreement was signed on behalf of the United States pursuant to the au- 
thorization granted in your memorandum of May 4, 1959, to the Secretary of 
Defense and the Chairman of the Atomic Energy Commission. A copy of this 
memorandum was received by the Secretary of State from the President. 

Respectfully submitted. 

Doveias Drw0N. 


Mar 1, 1959. 





Tue PRESIDENT, 
The White House. 


Dear Mr. Presipent: There is hereby submitted for your consideration and 
approval a proposed agreement between the Government of the United States of 
America and the Government of Greece for cooperation on the uses of atomic 
energy for mutual defense purposes. 

The proposed agreement will permit, under the authority of sections 91(c) and 
144(b) of the Atomic Energy Act of 1954, as amended, the transfer of classified 
information and certain equipment necessary for the purpose of improving the 
state of training and operational readiness of the armed forces of Greece. The 
December 1957 NATO heads of government meeting established the concept of 
a stockpile of arms for the strengthening of NATO’s defenses, and this present 
agreement is an important part of the implementation of this concept. The 
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carrying out of this agreement should do much to advance our mutual defense 
interests, including the vital cause of strengthening the NATO defensive alliance, 
and will thereby aid materially in the defense of the United States. 

Article II of the agreement provides for the transfer of classified information, 
ineluding restricted data and formerly restricted data, necessary to the develop- 
ment of defense plans; the training of personnel in the employment of and the 
defense against atomic weapons and other military applications of atomic energy; 
the evaluation of the capability of potential enemies in the employment of atomic 
weapons and other military applications of atomic energy; and the development 
of delivery systems capable of carrying atomic weapons. 

Article III of the agreement provides that the United States will transfer non- 
nuclear parts of atomic weapons systems involving restricted data (other than 
eee of atomic weapons) for the purpose of improving the state of 
training and operational readiness of the Armed Forces of Greece. However, in 
view of section 91(c) of the Atomic Energy Act, the applicability of which is 
reflected in article IV of the agreement, no transfer can be made if it would 
contribute significantly to the recipient nation’s atomic weapon design, develop- 
ment or fabrication capability. It is not possible to determine at this time the 
types, quantities, and conditions of transfer, whether by sale, lease, or loan, of 
those parts which it will become necessary to transfer for our mutual defense 
during the period of the agreement. Accordingly, under the terms and condi- 
tions of the agreement, it will be necessary to determine from time to time the 
types, quantities, and conditions of transfer, and such determination shall be 
celia for your approval. 

The agreement would remain in force until terminated by agreement of both 
parties, thus assuring continued protection for the information and — 
transferred in accordance with the provisions of the agreement. owever 
cooperation for the transfer of information and equipment under articles II and 
III of the agreement may be discontinued by either party in the event of the 
termination of the North Atlantic Treaty. 

In accordance with the provisions of sections 91(c) and 144(b) of the Atomic 
Energy Act of 1954, the agreement specifically provides in article*I that all 
cooperation under the agreement will be undertaken only when the communicat- 
ing or transferring party determines that such cooperation will promote and will 
not constitute an unreasonable risk to its defense and security. Article I of the 
agreement also provides, in accordance with the act, that all cooperation under 
the agreement will be undertaken only while the United States and Greece are 
participating in an international arrangement for their mutual defense and secu- 
rity and making substantial and material contributions thereto. Cooperation 
under articles Il and III of the agreement would be undertaken only when these 
conditions prevail. 

Article IV of the agreement stipulates that the cooperation under the agreement 
will be carried out by each of the parties in accordance with its applicable laws. 
Article IV also makes clear that there will be no transfer under the agreement of 
atomic weapons, nonnuclear parts of atomic weapons or special nuclear material. 

In addition to the foregoing provisions on the terms, conditions, duration, 
nature and scope of cooperation, the agreement provides that the parties will 
maintain agreed security safeguards and standards. The agreement also contains 
particular commitments that the recipient of any equipment or information that 
is obtained pursuant to the agreement will not transfer it to unauthorized persons 
and will not transfer it beyond the jurisdiction of the recipient party, except in 
limited circumstances specifically provided in the agreement. 

Greece is now participating with the United States in an international arrange- 
ment pursuant to which Greece is making substantial and material contributions 
to the mutual defense and security. It is the view of the Department of Defense 
and the Atomic Energy Commission that this agreement is entirely in accord 
with the provisions of the Atomic Energy Act of 1954, as amended. It is the 
considered opinion of the Department of Defense and the Atomic Energy Com- 
mission that the performance of the proposed agreement will promote and will 
not constitute an unreasonable risk to the common defense and security of the 
United States. 

Accordingly, it is reeommended that you 

(a) approve the program for the transfer of nonnuclear parts of atomic 
weapons systems involving restricted data under the terms and conditions 
provided in this letter and the proposed agreement; however, types, quantities, 
and conditions of transfer of such parts are subject to your later approval; 

(b) determine that the performance of this agreement will promote and 
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will not constitute an unreasonable risk to the common defense and security 
of the United States; and 
(ec) approve the proposed agreement and authorize its execution for the 
Gezornment of the United States in a manner specified by the Secretary 
of State: 
The Secretary of State concurs in the foregoing recommendations. 
Respectfully, 








Secretary of Defense. 








’ 
Chairman, Atomic Energy Commission. 





THe Wuite Hovsg, 
Washington, May 4, 1959. 
Memorandum for— 


Tue SECRETARY OF DEFENSE. 
Tue CHAIRMAN, ATomMic ENERGY COMMISSION. 


In your joint letter to me of May 1, 1959, you recommended that I approve a 
proposed agreement between the Government of the United States of America 
and the Government of Greece for cooperation on the uses of atomic energy for 
mutual defense purposes. 

Greece is participating with the United States in an international arrangement 
pursuant to which it is making substantial and material contributions to the 
mutual defense and security. The proposed agreement will permit cooperation 
necessary to improve the state of training and operational readiness of the Armed 
Forces of Greece, subject to provisions, conditions, guarantees, terms, and special 
determinations, which are most appropriate in this important area of mutual 
assistance, in accordance with the agreement in principle reached in December 
1957. 

Having considered your joint recommendations and the cooperation provided 
for in the agreement, including security safeguards and other terms and conditions 
of the agreement, I hereby 

(1) approve the program for the transfer of nonnuclear parts of atomic 
weapon systems involving restricted data under the terms and conditions 
provided in your joint letter and the proposed agreement; however, types, 
quantities and conditions of transfer of such parts are subject to my further 
approval; 

(2) determine that the performance of this agreement will promote and 
will not constitute an unreasonable risk to the common defense and security 
of the United States; and 

(3) approve the proposed agreement and authorize its execution for the 
Se of the United States in a manner designated by the Secretary 

tate. 

After execution of the agreement, I shall submit it to the Congress. 

I am forwarding a copy of this memorandum to the Secretary of State. 


Dwicut D. EIseNHOWER. 
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867TH CoNGREsS ! SENATE Report 
1st Session No. 514 


VETERANS’ READJUSTMENT ASSISTANCE ACT OF 1959 
Jury 14, 1959.—Ordered to be printed 


Mr. Yarsorouau, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


together with 
INDIVIDUAL AND MINORITY VIEWS 
[To accompany S. 1138} 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 1138) to provide readjustment assistance to veterans who 
served in the Armed Forces between January 31, 1955, and July 1, 
1963, having considered the same report favorably thereon with 
amendments and recommend that the bill as amended do pass. 


MAJOR PROVISIONS OF THE BILL 


The bill (S. 1138), entitled the ‘Veterans’ Readjustment Assistance 
Act of 1959,” has as its primary purpose the establishment of a bal- 
ee program of readjustment assistance for post-Korean veterans, 

, persons who first entered on active duty in the Armed Forces 
after January 31, 1955. 

The basic eligibility period of the bill extends from January 31, 
1955, the officially declared termination date for establishing eligibility 
under the Korean GI bill, to July 1, 1963, the termination date of 
the compulsory draft law. 

The vocational rehabilitation training program provided by the bill 
is limited to veterans with service-connected disabilities. The eligi- 
bility period for this program covers both post-Korean veterans and 
veterans who first entered military service between the end of World 
War II and the beginning of the Korean conflict. 

Applicable throughout the bill is a requirement that a veteran, to 
qualify for assistance, must have been discharged under conditions 
other than dishonorable. 


1 
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VETERANS’ READJUSTMENT ASSISTANCE ACT OF 1959 


Three major types of readjustment assistance, patterned closely after 
the forms of assistance provided under the GI bills for veterans of 
World War II and the Korean conflict, would be available to post- 
Korean veterans under the provisions of S. 1138. These are— 

(1) Education and vocational training assistance. 

(2) Vocational rehabilitation training for veterans with service- 
connected disabilities. 

(3) Guarantee and direct loan assistance for the purchase of 
(a) homes, including homes on farms, and (6) farmlands, livestock, 
machinery and so forth, to be used in farming operations con- 
ducted by the veterans. 


INTRODUCTION 


Compulsory military service, because of its incompatability with 
our traditions and national temperament, is not lightly imposed upon 
our citizenry. Only war, or the imminent threat of war from un- 
friendly powers, creates the conditions, which, by the values of our 
society, justify this extraordinary deviation from our free enterprise, 
individualistic way of life. When, as now, the need for large but 
limited forces conflicts with our sense of equity which expects equal 
national service from all, we are concerned to find that less than half 
of our young men will ever be compelled to serve in the Military 
Establishment. For overriding reasons of national policy, our draft 
exemption system allows those with sufficient financial and mental 
resources to exercise a great amount of discretion as to whether 
they will serve in the Armed Forces at all. Under such conditions, it 
becomes a matter of great national concern when some individuals have 
to carry a grossly disproportionate share of the burdens of citizenship. 

Hitherto this concern has been expressed by the enactment of the 
Servicemen’s Readjustment Act of 1944 (Public Law 346, 78th Cong.) 
and the Veterans’ Readjustment Assistance Act of 1952 (Public Law 
550, 82d Cong.), popularly and respectively known as the World 
War II GI bill and the Korean GI bill. Typically American, with their 
emphasis on self-help and individual initiative, the programs estab- 
lished by these bills have furnished millions of our ex-servicemen the 
opportunity to overcome, in part, the years lost from civil life and to 
establish themselves in useful, productive occupations. Although 
the first of these programs is just now fading into history, it is already 
clear that the programs have had a profound and beneficial effect on 
American life. Veterans who availed themselves of the programs 
have raised their income and educational levels and, as a result, our 
society as a whole has been improved. 

In listing the specific achievements of the programs, in a press 
release issued on June 22, 1954—the 10th anniversary of the World 
War II bill—the Veterans’ Administration stated that: 


Through the GI bill, World War IT veterans have become 
the best educated group of people in the history of the United 
States. 

Because of their training, they have raised their income 
level to the point where they now are paying an extra billion 
dollars a year in income taxes to Uncle Sam. 

At this rate, GI-bill-trained veterans alone will pay off the 
entire $15 billion cost of the GI education and training 
program within the next 15 years. 
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The GI bill programs have been of great national value also in 
providing the educational programs for professional, technical, and 
vocational skills that otherwise might have been irreplaceably lost. 
Indeed, our present shortages in certain essential occupations would 
be even more critical, perhaps catastrophic, had not these farsighted 
programs been provided by the Congress. 

The contribution of the programs to the national welfare and 
national defense was emphasized in the Final Report of the Bradley 
Commission, which in 1955-56 made a study in depth of our veterans’ 
education and training programs. ‘The Commission’s Final Report 
(p. 299) found that— 


The veterans’ educational program was a major contribution 
to the national welfare, and the country would be weaker 
educationally, economically, and in terms of national defense, 
if educators, veterans’ organizations, the President, and the 
Congress had not seen fit to embark upon this new and 
momentous educational enterprise. 


The Commission’s finding is fully corroborated by official govern- 
mental statistics supplied to the committee by the Veterans’ Ad- 
ministration. The following table shows the impressive number of 
World War I] and Korean veteran enrollments in college courses 
which lead to professional or vocational objectives directly related 
to the national defense. 


TABLE 1.— Types of training entered by World War II and Korean veterans (selected 














data) ! 
l | 
| World War U1] Korean | Total 
a -——-—} — 
Engineering - .......-- pt¢ehi de den 4th edad saleeaien 294, 732 145, 482 441, 214 
Physics, chemistry and other natura sciences _......-..-..---] 107. 795 48, 630 156, 425 
PO ss a a Ra Ee a eo ee eee eee | 2°78, 504 106, 030 334, 534 
ee Ses TONE otal. ad concchimsieignstcmernsindissaiiian tiebieeen | 135, 593 39, 021 174, 614 
=a siete talatlcnael ted ceebintanliedeicie 
BOON s inc kt stawntatstediieds~se hee eae atetn ci came: Pe icraisib i ecli 1, 106, 787 
1 These data show cumulative totals through Nov. 30, 1957. An appreciable number of Korean veterans 
enrolled in the designated courses since that date are not included in these data 


These statistics refiect a contribution to our present scientific and 
technical proficiency of immense proportions. As these men reach 
the height of their productive capacities, even greater dividends will 
be reaped by the Nation. In addition, in view of an increasing 
preference for college training on the part of Korean veterans, and a 
noticeable trend toward the scientific fields of study, we can expect 
national dividends over and above those resulting from the first Gl 
bill to accrue under the Korean program now in effect and the post- 
Korean program recommended by this report. 

“The Korean readjustment training program is predominantly a 
college program,’’ according to the most recent annual report of the 
Administrator of Veterans’ Affairs. The Administrator’s report shows 
that college enrollments account for 51 percent of all enrollments in 
educational courses under the Korean program—a percentage almost 
twice as large as that of college enrollments under the World War II 
program. Similarly, a correspondingly smaller percentage of Korean 
veterans have trained in business and industrial establishments or on 
farms. A much smaller percentage of Korean veterans have trained 
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in schools below the college level. These percentages are shown in 
the following table. 


TABLE 2.—Comparative data on major types of training entered by World War II 
and Korean veterans 


{In percent] 





June 30, 1958 


Types of training entered 
Korean World War II 








veterans veterans 
Psat acai ceiving taal cian a nh at 100 100 
Institutions of higher learning... ates 51 29 
Schools below college level__....- 35 44 
On-the-job training ............. . 10 18 
[RNIN 5 5c ccddagivctanngs ddsnimhbckousaktebanseasssbokaedanee 4 9 


Except for the fact that there will be considerably fewer post-Korean 
veterans than Korean veterans, the characteristics of the Korean pro- 
gram are expected to carry over into the educational program recom- 
mended by the committee for post-Korean veterans. 

Although the greatest benefit to the individual under this program 
would come through higher education, the committee is convinced 
that the results of continued vocational and farm training will also be 
highly beneficial. It is well known that our industrial and business 
enterprises require more skilled workers. These skilled workers could 
be trained under this program. It was revealed in the hearings that 
at the height of the recent widespread unemployment, Pennsylvania, 
one of the most hard-hit States, had jobs available in no less than 197 
occupations requiring skilled and trained workers. The upgrading in 
skills provided by this bill would help eliminate such examples of 
economic waste. 

Section 3 of S. 1138, providing vocational rehabilitation of those 
veterans suffering from service-connected disabilities, is almost identi- 
cal to S. 4213 passed in the Senate during the 85th Congress. In 
contrast to the programs found in sections 2 and 4 which are related 
to the existence of the draft, this section will become a permanent 
feature of the serviceman’s service-connected disability compensation. 
The great benefits and simple equity of this provision are obvious: 
the Government should do all possible to restore the veteran’s earning 
power lost in the service of his country. Some 25,000 disabled vet- 
erans will be assisted during the first 5 years in finding the most 
suitable and self-supporting occupation under this provision. 

Section 4 of S. 1138 continues for post-Korean veterans the home 
and farm loan guaranty provisions of the Korean GI bill. This law 
as applied to World War II and Korean veterans has proved of tre- 
mendous benefit in helping veterans secure homes quickly without the 
usual downpayment requirements particularly onerous to those who 
have been in the service. The quite remarkable stability of our 
World War II and Korean veterans, as compared historically, is due 
in great degree to the 5% million of them who were able to become 
homeowners through these programs. These benefits may be ex- 
pected also to accrue to the post-Korean veterans. The already small 
costs of this program will be further reduced by the requirement of a 
one-half of 1 percent guaranty fee charged to post-Korean veterans to 
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pay for any losses to the Government on its guaranty, and the elimi- 
nation of business and insured loans, which, because of the average 
younger age of the post-Korean veteran, were deemed not so suitable 
a readjustment benefit as the other programs. It is expected that 
some 1 million post-Korean veterans will be able to purchase homes 
and farms under this section, of which some 700,000 may be expected 
to be new construction. 


NEED FOR LEGISLATION 


The need for this legislation is clear, compelling, and urgent. Today’s 
cold war conditions are such that thousands of young Americans are 
required by the compulsory draft law to serve on active duty in the 
Armed Forces for a specie period of time. Following their active 
duty in scattered parts of the world, these young people are further 
compelled to perform additional service in the Active Reserve, after 
which they are ushered into the ranks of the Standby Reserve. Once 
entered upon active duty, their total military obligation generally 
extends over a period of 6 years. They are not truly ex-servicemen 
until this whole obligation has been discharged. 

Absent the exigencies of the cold war, the majority of these young 
people would not enter military service—normally they would remain 
in civil life, pursuing their own individual goals. 

Presently, the Federal Government does not offer these young 
citizens any help in coping with the serious problems created for them 
by the cold war and by their compulsory military service. This 
unfortunate state of affairs has existed since January 31, 1955, which, 
by Presidential Proclamation No. 3080, was put into effect as the 
cutoff date for acquiring eligibility under the Korean GI bill. Young 
people entering the Armed Forces since that date, i.e., our post- 
Korean veterans, have been called upon to make the personal sac- 
rifices associated with military service; yet they have been denied the 
readjustment aids so vitally needed to help them catch up with those 
of their contemporaries who were not asked to serve but who instead 
continued the more lucrative and comfortable pursuits of civil life. 


ACTION LONG OVERDUE 


Action to redress the inequities of this situation is long overdue. 
Our post-Korean veterans are beset by problems almost identical 
with those to which the two previous GI bills were addressed. Like 
their fathers and elder brothers, post-Korean veterans lose time from 
their competitive civil lives directly because of military service. 
As a consequency, they lose valuable opportunities ranging from 
educational advantages to worthwhile job possibilities and poten- 
tially profitable business ventures. In addition, after completion of 
their military service, they confront serious difficulties during the 
transition to civil life. Moreover, since under today’s conditions, 
only a minority of the draft-age group actually serves an extended 
tour of active duty, the post-Korean veteran suffers in some respects 
relatively more disadvantages than did his World War II and 
Korean predecessors. 
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MAJOR COMMITTEE FINDINGS 


Lengthy hearings on the subject of this legislation were conducted 
during both the 1st session of the 85th Congress and the Ist session 
of this Congress. After careful and deliberate consideration of the 
evidence adduced by those hearings, the committee finds that the 
Federal Government owes an obligation to post-Korean veterans and, 
further that the readjustment program recommended in S. 1138 for 
post-Korean veterans is the bare minimum required to discharge that 
obligation. 

The committee further finds that this obligation and the need for 
this legislation are based upon the continued existence of the com- 
pulsory draft law, which calls only a select group of men away from 
their private lives to perform military service on behalf of the entire 
Nation. 

In making these findings and recommendations, the committee does 
not question the need for the compulsory draft law. Moreover, the 
committee strongly believes that, in view of the present and fore- 
seeable international situation, and especially in view of the need 
to station American servicemen in many parts of the world, the 
draft law is essential if we are to safeguard our American freedom 
and the security of the free world. The committee also believes, how- 
ever, and equally strongly, that the Congress must now take effective 
action to cope with the problems thrust upon individuals by the 
compulsory draft law and by the military necessities of this age. 

The committee takes particular note of the fact that the Korean 
cutoff date (January 31, 1955) did not result from congressional studies 
and hearings, or otherwise result from affirmative action on the part 
of Congress. The hearings and studies which form the background 
of this legislation constitute the sole affirmative action that has been 


taken by the Congress with respect to the post-Korean readjustment 
problems covered by this bill. 


EXTENSION OF THE COMPULSORY DRAFT LAW 


Never before in our history has the United States had such a con- 
tinued period of compulsory military service during an era of relative 
peace. Actual hostilities in Korea ended July 27, 1953. The Korean 
conflict, for purposes of readjustment assistance, was officially termi- 
nated by Presidential declaration on January 31, 1955. The com- 
pulsory draft law has outlived both of these events; unfortunately, 
the herald of true peace is still awaited. Early this year, in fact, the 
Congress and the Chief Executive, in recognition of the needs of 
national defense, took action to extend the draft law for another 4- 
year period—until July 1, 1963. 

The major part of the burden caused by these cold war conditions 
quite obviously falls upon those of our youths who are called to ex- 
tended tours of active military service. It is they who must serve in 
the Armed Forces throughout troubled parts of the world, thereby 
subjecting themselves to the mental and physical hazards as well as the 
economic and family detriments which are peculiar to military service 
and which do not exist in normal civil life. It is they who must serve 
in the remote outposts—in Formosa, Korea, Berlin, and Africa—to 
safeguard American freedom. Without these services from the best 
of our young men, those who are strong of body, alert in mind, and 
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guided by inner moral courage and a belief in democratic principles, 
our Nation could not stand against the military threat confronting us 
today. 

The crises of Lebanon, Formosa, and Berlin stand as reminders that 
we must maintain a constant state of preparedness, and must con- 
tinue to expose our young servicemen to the hazards of potentially 
explosive military incidents. The nature of these hazards is tragically 
exemplified by the loss of 17 U.S. airmen in an unarmed American 
transport plane shot down by Russian fighter planes just inside Soviet 
Armenia last September. More recently, on the other side of the 
world, another American plane was fired upon over the Sea of Japan. 
Although other such incidents will surely occur in the future, the 
Nation has no choice but to continue calling upon post-Korean service- 
men to sustain such dangers, and otherwise to endure the strains and 
hazards of the cold war. Any other course would place our freedom 
in danger of usurpation by aggressor nations. 


EFFECTS OF DRAFT ON INDIVIDUALS 


It is true, of course, that there is no visible means by which today’s 
servicemen can be freed from the risks and dislocations dictated by the 
cold war. It is equally true, however, that there is no necessity to 
tolerate that part of the status quo which requires some young men 
to perform military service, while others do not, without any com- 
pensatory factors running to those who do serve. The losses of 
those who serve are enormous. Indeed, in a dynamic, expanding, 
free enterprise society such as ours, it would be difficult to overesti- 
mate the enormity of the losses caused young men by the compulsory 
military obligation. The competitive element in our civil life makes 
this so. 

The compulsory draft law begins to affect our youth adversely as 
soon as they come of draft age. First, the mere existence of the mili- 
tary obligation becomes an important part of each individual’s quali- 
fications for employment. It is not a desirable qualification, for 
employers generally are not willing to invest time and money in train- 
ing men with unsatisfied military ‘obligations. 

n an area of “pocket”? unemploy ment, an unsatisfied military obli- 
gation may well act as a complete bar to gainful employment. 
Uncertainties caused by draft 


Besides its depressant effect on young men’s employment poten- 
tial, the draft has injected into their lives numerous uncertainties 
which make it impossible for them to plan ahead. As a result, they 
are frequently discouraged from immediately entering advanced train- 
ing in the sciences, technical vocations, teaching, and other professions 
that the Nation is needing increasingly. It is therefore not surprising 
that young men from 17 to 18% years of age constitute about half of 
all first-time enlistments each year. In 1958, for example, of a total 
of 1,200,000 in this age group, approximately 270,000—nearly one- 
fourth—voluntarily entered military service. While special com- 
mendation is certainly due these young volunteers for their devotion 
to country and their contribution to the national defense, it is ap- 
parent that many of them enlist in the services as a direct result of 
the compulsory draft law. 
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This last mentioned fact was very clearly developed during the 
draft extension hearings held last January by the House Committee 
on Armed Services. Speaking on this point, and on behalf of draft 
extension legislation, the Honorable Charles C. Finucane, Assistant 
eeeeeeey of Defense (Manpower, Personnel, and Reserve), testified as 
ollows: 


The Navy, Air Force, and Marine Corps, although not 
presently inducting men, benefit to a considerable extent from 
the stimulus of the draft in their voluntary procurement pro- 
grams. Many of the young men who enlist voluntarily in 
these services do so in lieu of being inducted. In that way, 
they are able to select the service of their choice and serve at 
a time and in a manner most convenient to them. These 
enlistments are an important source of quality manpower. 
They have a further benefit of being in most instances for 3, 
4, or more years, rather than 2 years. These longer term en- 
listments have substantial advantages in reduced turnover, 
reduced training loads, and increased effective use of man- 
power. 

In addition to stimulating enlistment programs, the 
Universal Military Training and Service Act assists in the 
procurement of officer personnel. For example, persons 
who participate in the ROTC, the Navy Reserve officer 
candidate program and the Marine Corps platoon leaders 
course, are deferred from induction. Upon graduation from 
college and subsequent commissioning as officers, they are 
required to serve on active duty or active duty for training. 
Without the stimulus of induction, there is no doubt that 
many men would be less inclined to enter these programs. 
The resulting reduction in numbers of candidates would most 
certainly provide less opportunity for selecting better quali- 
fied ones. Thus, loss of the induction authority not only 
would reduce our ability to meet our overall requirements 
for new officers, but could have adverse implications for the 
quality of the junior officer corps (p. 22, hearings, H.R. 
2260). 


In response to questions from members of the House committee, 
Secretary Finucane made these further observations— 


The Army have [sic] made very substantial studies as to 
what sort of an army they would have if there were no draft. 
And they have not taken into consideration the effect on the 
other services. 

The figure that I remember not long ago was 535,000, 
woer their studies indicated they could support without any 

rait. 


* * * * * 


But we have no studies or no hope of getting those extra 
300,000 people without the pressure of the draft. 

It could be stated that many of these people that are en- 
listing now would enlist if there were no draft. We believe, 
though, very realistically, that many of them enlist because, 
if they don’t enlist they are going to be drafted. We feel we 
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would be in a very serious situation if we had to rely on 
voluntary enlistments to maintain these 2,500,000 men (p. 41, 
H.R. 2260). 

* * * x * 


Speaking personally, Mr. Gavin, I have the deepest con- 
viction, the deepest conviction, that we would be 700,000 or 
800,000 people short of our 24 million men if we did not have 
the impetus of the draft on all four services, and, indeed, on 
our officer corps, too (p. 43, H.R. 2260). 


Young servicemen relatively disadvantaged 


Before leaving the subject of the young volunteer, it should be 
remarked that the individual’s mere act of voluntarily entering service 
does not cure the problems to which this legislation is addressed. 
The advantages accruing to the volunteer, such as choice of service, 
type of duty, and sometimes place of duty, are factors which do not 
minimize the adverse, long-range effects of losing time from civil life. 
From the standpoint of the ultimate impact of military service, it is 
therefore a matter of indifference whether a young man volunteers for 
service shortly before or after reaching draft age, or waits until he is 
drafted. The crucial fact is that he does serve a substantial period 
of active military duty, for it is during this period that today’s service- 
men drop farther and farther behind their contemporaries who stay 
in civilian life pursuing educational objectives, or enjoying the higher 
wage scales and other economic advantages of civil life. In sum, 
then, irrespective of how a young man enters military service, harm- 
ful consequences will flow from the fact that a substantial portion of 
his life, which would ordinarily be devoted to civil goals, is consumed 
in the performance of active military service. 


Compulsory Reserve requirements 


The hardships of cold war service are still further aggravated by 
the compulsory military Reserve obligation which the Government 
has imposed on all men who entered service after August 9, 1955. 
This obligation is, of course, in sharp contrast with the traditional 
military obligation which ends immediately upon discharge from 
active duty. More importantly, however, the Active Reserve obli- 

ation impedes the cold war veterans’ full participation in civil 
ife, which, in turn, again exposes them to unfair competition from 
their civilian contemporaries. The fact that veterans must discharge 
a post-Korean Reserve obligation involving drills and other military 
activities quite obviously enables their civilian contemporaries, by 
comparison, to make still more gains toward enjoyment of the fruits 
of our free enterprise society. 

Frequently, for social, economic, or other reasons, veterans will 
wish to participate voluntarily in the Reserve program. It is none- 
theless true that for those men who wish to devote full time to their 
civil goals, the Reserve obligation constitutes a substantial supple- 
mentary burden. For example, under the Reserve Forces Act of 
1955 (Public Law 305, 84th Cong.), if an individual serves on active 
duty for a period of 2 years, he is required to participate in training 
in the Ready Reserve for a period of 3 years following his active 
duty. During this 3-year period, he is required to participate 
annually in 48 drill periods and not to exceed 17 days’ active duty 
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for training. If it is impossible for such individual to participate in 
this type of training or equivalent training, he can apply for 30 days 
of active duty each year and thus fulfill his Reserve training obliga- 
tion. By express provision of the act, if the individual fails to ie. 
charge his Reserve obligation by one of the foregoing methods, he 
can be ordered to active duty for a period of 45 days. 


Effects of draft on national goals 


As mentioned before, the committee does not question the military 
necessities underlying the need for the compulsory draft law. Indeed, 
the committee strongly believes that in view of the present and fore- 
seeable international situation—and especially in view of the necessity 
to station American servicemen on lands and in waters around the 
world—the draft law is needed if we are to safeguard our American 
freedom and the security of the free world. Moreover, the committee 
has no quarrel with any individual exemption or deferment policy of 
our present draft system. Each exemption and deferment, as the 
committee recognizes, finds justification in valid national policy. 

The committee nonetheless has had brought to its attention during 
the hearings on this legislation certain of the end effects of the draft 
system, which have direct impact on our national goals and which give 
special cogency to the recommended legislation. The committee has 
reference here to the student deferment policy, which, as pointed out 
by one of the staff reports of the Bradley Commission, permits post- 
ponement of the military obligation by those young men who are 
teenies and financially qualified to enter college and remain 
there. 


At the present time, and in the foreseeable future, above- 
average students, if they are able financially to enter and 
remain in college, will for the most part be able to finish a 
4-year undergraduate program if they so wish. At the end 
of their college program, some will enlist or be inducted or 
commissioned in the Armed Forces. Others will remain in 
civilian life, not because they are still deferred (their draft 
liability extends to age 35) but because the Armed Forces 
will not need all of those in class 1-A. Under recently an- 
nounced regulations, those who marry probably will not be 
called, because selective service regulations now call for 
inducting unmarried men under 26 first, and these single 
men may well fill most of the need. 

Other college students will enlist or be inducted because 
they do not achieve high enough test scores or class standing 
and for a variety of other reasons. In general, however, the 
situation is expected to be favorable to the able student who 
desires to finish college before he enters the Armed Forces. 
(Staff Report [X-B, p. 318). 


The student deferment policy, standing alongside the denial of 
post-Korean educational assistance, highlights the anomalous char- 
acter of the Government’s present posture respecting the problems 
of post-Korean veterans. This fact was brought out by one of the 
servicemen who testified on behalf of this legislation. Mr. J. W. 
Seering stated that— 
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It also seems inconsistent for the Government to recognize 
the importance of education by enacting legislation to defer 
the military service of persons who have the good fortune to 
be enrolled in college, and then, on the other hand, to deny 
educational benefits to a man after he has completed service. 
If education is considered important enough to warrant de- 
ferment, by the same token, it is of comparable importance 
to justify postservice educational assistance. 


Another characteristic of the student deferment policy deserves 
mention, namely, that it places college education in a highly preferred 
status. Persons who wish to pursue trades, vocational, or other post- 
secondary education of less than college level, are not generally eligi- 
ble for student deferment under selective service regulations. These 
facts were given special stress in the previously cited Staff Report [X- 
B of the Bradley Commission, which, at the conclusion of its general 


commentary on the effects of the student deferment policy (p. 318) 
stated that— 


It should be emphasized, however, that persons who wish 
to pursue trade, vocational, or other postsecondary educa- 
tion of less than college level are not generally eligible for 
student deferment under present selective service regula- 
tions, although persons in apprentice training may also be 
deferred, and about 5,000 were so deferred in December 1955. 
Trade and vocational students may, of course, be deferred 
on other grounds or not be called. Data from the selective 
service sample survey discussed above, however, indicate 
that during the Korean period at least, such students were 
more likely to be inducted or to enlist than were college 
students. 


Our national goals require that our young people obtain as much 
advanced training as possible, college and otherwise, and therefore 
the wisdom of the student deferment cannot be questioned. But we 
must also have a populace broadly trained in industrial and clerical 
skills. The point is not that there are, or are not, valid reasons for 
exempting or deferring a given group; the significant fact is that the 
cumulative effect of these exemptions, regardless of their individual 
merits, is to destroy completely the notion that the draft system 
compels national service from all. The draft in actual operation 
exacts from one man considerable sacrifices in time and loss of earning 
power, interruption of education, separation from home and family, 
to say nothing of the sacrifice of personal liberty, while leaving his 
civilian contemporary to pursue a normal life. 

If manpower needs are such that we cannot expand the student 
deferment, so as to include persons who desire to take vocational and 
technical training, but instead, are such that we must compel these 
young people to enter military service, then we should make every 
effort to offset this loss to the individuals and to the Nation. The 
vocational and technical training provided by section 2 of this legisla- 
tion achieves this objective, and in addition provides substantial 


redress of the individual inequities which occur under today’s dreft 
System. 
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NUMBER AND CHARACTERISTICS OF POST-KOREAN VETERANS 


Through July 1 of this year, more than 940,000 post-Korean vet- 
erans have been separated from service. In fiscal year 1960, there 
will be almost 437,000 additional post-Korean veterans separated; 
thereafter separations are expected to vary between 440,000 and 
450,000 annually. 

The general characteristics of post-Korean veterans, like the con- 
ditions under which they return to civilian life, are expected to be 
quite similar to those of veterans of the Korean conflict. This fact 
was summarized in the following excerpt from one of the staff studies 
made by the Bradley Commission: 


In the absence of definitive data on the characteristics of 
those who will leave the Armed Forces in future years, data on 
Korean veterans who left the Armed Forces after February 
1, 1955, have been used. There is no reason to believe that 
those who are discharged in 1958 or 1960 will be markedly 
different from those who entered civil life in 1955. Differ- 
ences between the 1955 group and those discharged immedi- 
ately after Korea are inconsequential (Staff Report [X-B, 
p. 319). 


Bearing out the prediction of the Bradley Commission, as to the 
striking similarities between Korean veterans and post-Korean vet- 
erans, are various findings contained in a recent survey conducted by 
the Veterans’ Administration.!. These data showed that by June 30, 
1960, the average length of service of all post-Korean veterans will 
be about 25 months. This compares with the Korean veteran’s aver- 
age service period of 24 months. Of the total post-Korean veterans 
included in the survey, 10 percent had served 36 months or more. 

As regards age, marital status, educational attainment, and previous 
civilian job experience—the factors which determine the readjustment 
needs of ex-servicemen—post-Korean veterans are almost identical 
with Korean veterans. The typical post-Korean veteran discharged 
from service will be single, under 25 years of age, and equipped with 
some high school but no college education. 

The earlier mentioned VA survey showed the educational attain- 
ments of post-Korean veterans in the following detail. 


At the time of their separation from the Armed Forces, 6 
percent had not completed elementary school; 10 percent 
had completed elementary school but had had no further 
school; 29 percent had had some high school education, but 
had not graduated; 35 percent had graduated from high 
school but had had no college training; 8 percent had com- 
pleted 1, 2, or 3 years of college work; and 12 percent had 
completed 4 or more years of college. 


The relatively low educational attainments of these veterans is & 
significant measure of the handicaps incurred by young men whose 
edication is interrupted or interfered with by military service. The 
Bradley Commission, after examining and evaluating the seriousness 
of the handicap imposed on post-Korean veterans by interruption of 


11-percent sample survey conducted by the Veterans’ Administration, covering 687,000 post-Korean 
veterans separated through Dec. 31, 1958. 
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3 their education, concluded that it is the ‘‘main” handicap incurred by 
these veterans. The Commission’s finding in this regard was stated 
; as follows: 


iw 


. The Commission recognizes that the main handicap which 
may be incurred by the peacetime ex-serviceman, other than 
service-connected disabilities elsewhere discussed, is the 
effect that a period of 2 years’ mandatory service at an 
early age may have upon education. At the age of entrance 
into military service, schooling is the occupation of many, 
and military service will delay some young men from advanc- 
ing their formal education and will perhaps cause some to 
drop their plans forever because marriage and other pursuits 
may interfere with their return to school or college (Final 
Report, p. 342). 


The Final Report of the Bradley Commission laid particular stress 
on the need to train veterans who had not finished high school at the 
time of their discharge. With respect to this group, the Final Report 
(p. 343) stated that— 


Except for such training and experience as they may 

acquire while in service, they will be poorly equipped to enter 

the labor market. Many of them will need trade and 

vocational training of below-college level in order to make 

up for the civilian work experience and seniority lost by 
virtue of military service. 


With respect to the group of servicemen who completed high school 
but did not enter college, the Final Report of the Bradley Commission 
, (p. 343) had this to say— 


To the extent that they did not acquire while in service 
skills useful in civilian life, their educational and training 
needs will be much like those who did not complete high 
school. Second, there will be able students who wished to go 
to college but did not have the funds to enter and hence could 
not get a college deferment. Such persons will still want to 
go to college when they reenter civil life. Finally, there will 
be those with aptitude for college or other formal post- 
| secondary training who had not made up their minds just 

what to do after high school. The absence of a clearcut 
career goal is not uncommon among 19- and 20-year-olds. 
The availability of education and training benefits at the 
time they leave the service is apt to have great influence on 
whether they go to college or otek training, just as it has for 
those who wished to go to college before entering the service 
but who did not have the funds. 


Concerning veterans who entered or completed college, the Bradley 
Report (p. 344) made this comment— 


Of those who have not finished college, some will have 
failed in college or failed to qualify for deferment, and part of 
this group will wish to go to work immediately or acquire 
trade or vocational training. In view of the use of education 
benefits by Korean conflict veterans, however, most of those 
who had entered but not finished college prior to entering the 
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service will wish to continue their education after service. 
Of those who had finished college, perhaps a fourth or more 
will wish to go on to advanced graduate or professional 
studies. 


The general characteristics of post-Korean veterans are such as to 
compel the conclusion that they are in dire need of readjustment 
assistance. Moreover, when close examination is made of their pre- 
service employment experience and level of education attained at 
time of separation from service, the case for readjustment assistance 
becomes infinitely stronger. Generally speaking, most post-Korean 
servicemen do not advance their formal educational level while in 
service. While it is recognized that some post-Korean servicemen do 
receive craft, trade, and semiprofessional training while on active 
duty, these opportunities can be useful only to a small minority of 
post-Korean veterans. In the overwhelming majority of cases, such 
opportunities cannot be expected fully to offset the interruption of 
education or civilian work experience caused by military service. 


COMMITTEE ACTION 
GENERAL ACTION 


Traditionally, the Congress has made a distinction between wartime 
service and peacetime service in providing veterans’ benefits programs. 
While the committee recognizes that today’ s service cannot be equated 
with peacetime service as that term has been used heretofore, as during 
the 1930’s for example, the committee finds that the traditional dis- 
tinction should be made in the program of readjustment benefits pro- 
vided by this bill. Accordingly, the committee’s recommended legis- 
lation contains provisions in sections 2, 3, and 4 of S. 1138, which make 
this distinction by providing considerably less liberal treatment for 
post-Korean veterans than was afforded World War II and Korean 
conflict veterans. 

One of the major distinctions made in the bill concerns the basic 
service requirement, which, under prior veterans’ readjustment pro- 
grams, is fixed as a period of 90 days on active duty. In principle, 
this period was doubled for post-Korean veterans, and sections 2 and 
4 of the bill, concerning educational and vocational training and home 
loan guaranty assistance, respectively, require that post-Korean 
veterans serve on active duty for a period of more than 180 days in 
order to establish basic eligibility. All veterans who serve on active 
duty for less than this required period, unless separated for a service- 
connected disability, would not be entitled to the forms of assistance 
provided in sections 2 and 4. 

The new, longer basic service requirement would not apply to section 
3 of the bill, which provides vocational rehabilitation training for post- 
Korean veterans with service-connected disabilities. With respect to 
this form of assistance, the traditional distinction was preserved by 
establishing a stricter standard of qualifying for rehabilitation train- 
ing. Under similar existing programs for W. orld War II and Korean 
conflict veterans, eligible veterans with service-connected disabilities 
rated as 10 percent or more of total disability enjoy a nonconclusive 
presumption that vocational rehabilitation training is needed. In 
section 3 of the committee’s bill, however, post-Korean veterans will 
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have this presumption only if their disabilities are rated as 30 percent 
or more of total disability. In cases involving disabilities rated as less 
than 30 percent, post-Korean veterans must clearly show that such 
disability has caused a pronounced employment handicap in order to 
qualify for rehabilitation training. 

Another major distinction between former veterans and_post- 
Korean veterans is contained in section 4 of the bill, providing home 
and farm loan assistance. A provision in this section of the bill 
requires post-Korean veterans to pay to the Veterans’ Administration 
a loan guaranty fee in the sum of one-half of 1 percent of the amount 
of the loan. In a transaction involving a purchase price of $15,000 
a post-Korean veteran would pay a guaranty fee of $75 and in 
addition would pay all of the other fees and charges now paid by 
World War II and Korean veterans. The loan guaranty fee paid by 
post-Korean veterans would be deposited by the Administrator in a 
mortgage guaranty fund, for his use in liquidating any losses that 
might arise under the program. 

The loan guaranty fee distinction is expected to have an extremely 
beneficial long-range effect. Its practical significance is that, whereas 
the Federal Government pays the losses arising under the World War 
II and Korean program, the post-Korean veterans themselves would 
pay for losses under their program. According to the evidence sub- 
mitted by the Veterans’ Administration, the loan guaranty fee recom- 
mended in this legislation will be more than adequate to overcome 
losses under the new program. 

As an additional distinction in the loan assistance program, post- 
Korean veterans would not be afforded eligibility for the business and 
insured loans available under existing law to veterans of World War 
II and the Korean conflict. Finally, and as previously stated, to be 
eligible for home and farm loans, post-Korean veterans are required 
to serve on active duty for a period of more than 180 days as compared 
to a 90-day period for former veterans. 


EXECUTIVE ACTION 


During the executive proceedings on this legislation, the Subcom- 
mittee on Veterans’ Affairs and the full Committee on Labor and 
Public Welfare considered various proposals, which were in effect 
alternatives to the committee’s recommended section 2 of the bill 

roviding educational and vocational training assistance for post- 
Xorean veterans. Among the proposals were three which received 
particularly careful study and detailed consideration and thereafter 
rejected. These proposals would have— 

(1) changed the basic educational entitlement formula from 
1% times each day of the eligible veterans active service, as 
provided in the recommended legislation (S. 1138), to a formula 
of 1 times each day of active service; 

(2) changed the amount of the monthly educational allowances 
from the amount recommended by this legislation to an amount 
equal to 80 percent of the recommended allowances; or 

(3) changed the basic concept of the recommended legislation 
from an educational allowance concept to a loan concept. 

Each of these amendments was rejected on the general ground that 
the degree of assistance proposed would be totally inadequate to meet 
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the readjustment needs of post-Korean veterans. The principal rea- 
son for the committee’s rejection of the proposals is that they would 
cause a net loss in the amount and quality of education received by 
this group of veterans. Moreover, because of the increase in the cost of 
living and the sharp nationwide rise in the general cost of education, 
the committee regards the educational assistance recommended by 
S. 1138 as already dangerously low in terms of actual value, as well 
as in terms of its potential for purchasing quality education. To 
depress the assistance still lower would clearly undermine the purpose 
of the bill. 

The reduced formula proposal in (1) above would be a most unwise 
reversal of the tried and true formula developed under the Korean 
GI bill. The Korean formula, followed by this legislation, is of 
demonstrated value and should not be revised at a time when the 
Nation is in manifest need of a broadly trained populace. The for- 
mula recommended by this bill offers a wide range of educational 
opportunities, within which men of all aptitudes—vocational, college, 
or otherwise—can find accommodation. The formula, moreover, 
provides positive encouragement for qualified persons to enter college 
at both the undergraduate and graduate levels. 

The alternative formula in (1) above has just the opposite effect. 
If it were adopted, veterans would be strongly inclined, instead of 
obtaining a partial college education, to use their entitlement to obtain 
a completed unit of training below the college level. Asa consequence, 
many men who should and could obtain college degrees in engineering, 
chemistry, etc., because they have the capability and aptitude to do 
so, would obtain lesser degrees in technical institutions or would take 
vocational training. The end effect, of course, of a formula which 
discourages men with college aptitudes from entering college would be 
to prejudice and impede the colleges in carrying out their mission as 
part of our total educational effort to meet national needs. 

The 80 percent formula involved in (2) above was found to be 
barren of any realism as applied to the educational problems of post- 
Korean veterans. In fact, because the cost of education and the cost 
of living have risen so sharply since the Korean allowances were 
established in 1952, the allowances recommended by this bill, in terms 
of actual value, are roughly equal to 80 percent of an identical allow- 
ance paid in 1952. Furthermore, and again due to the high cost of 
education, the post-Korean veteran will pay a much greater proportion 
of his education allowance for tuition than was the case with a similarly 
circumstanced Korean veteran enrolled in school in 1952. The post- 
Korean veteran, according to a research paper prepared by the Library 
of Congress, can be expected to pay 43 percent of his educational 
allowance for tuition as contrasted to 28 percent of an identical 
amount paid by the Korean veteran in 1952. 

The tabular data below, also submitted by the Library of Congress, 
show the relative value of the allowances recommended for post- 
Korean veterans in clear detail. The post-Korean allowances, being 
indentical in amounts to the rates fixed for Korean veterans in 1952, 
would have a present actual value (in relation to 1952 purchasing 
power), as indicated in the middle column below. 
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TABLE 3.—Data showing value of Korean allowances in 1952 dollars 





Korean Present 
Number of dependents veterans value of al- | Differential 
monthly lowance in 


allowance 1952 dollars 


Od dnictinwidctcnssedsscadéilnniamniistuamumpuciintdddinwtiten $110 $78. 40 $31. 60 


Bik 6e464esdoctinuaiestondenbepshosdubaddsnatachsaaeqoresescnanhen 135 101.15 33. 85 
BOP MIORO.. «. .cccncccesccnscscascoccccsscccgeccccetesonpasceness 160 123. 90 37. 10 


In assessing the merits of an educational loan program for post- 
Korean veterans, as outlined in (3) above, it is of crucial importance 
to recognize that post-Korean veterans have very little, if any, 
business experience and cannot be expected to approach a loan 
with the same viewpoint as a seasoned businessman. 

Most of these veterans, having no civilian job experience, no cash in 
their pockets, and no demonstrated ability to succeed in civilian life, 
will decide that the risk of a loan is too great to take. Those who do 
decide to take the risk will unquestionably be among the small per- 
centage of post-Korean veterans who completed 1, 2 or 3 years of 
college before military service. The 64 percent of these veterans with 
only some high school education or with a high school diploma but 
no college training, cannot reasonably be expected to feel any attrac- 
tion for a loan program. Finally, there is no reason at all to hope 
any significant number of post-Korean veterans will go into debt to 
train in courses of less than college level, such as business colleges, 
vocational schools, apprentice training, on-the-job training, or on- 
the-farm training. 

The possibility of a veterans loan program was strongly opposed 
by the educators who testified in favor of S. 1138 during the hearings 
on the bill. Dr. Robert G. Bernreuter, dean of admissions and special 
assistant for student affairs, Pennsylvania State University, stated 
that: 


I concur that, at best, the loans can be supplemental and 
cannot do the whole job. 

I am impressed with the fact that it is a very new thing for 
college students to borrow money to go to college. There 
have been small-loan funds at some universities for a long 
time, but very few families and very few students think in 
terms of borrowing money for their educations. 

In business, it is a very common thing for a man to borrow 
money in order to make a capital investment. But such 
loans are usually made by older men who know it is not too 
difficult in times of good prosperity to repay loans. 

Young men lack the experience to know that it is good 
business to borrow, and many of them will drop out of college 
in order to earn money rather than to borrow. 

While the Congress is providing a fine resource for students 
when it provides them with a chance to borrow money, 
students do not recognize this; they are unwilling to recognize 
it, and they drop out of college. The advantages that might 
accrue to them are lost simply because, through their inexpe- 
rience, they do not want to go out on their first job saddled 
with a debt. 
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* * * T think most of the wives of veterans do not like 
to see the family debt pile up, and there is pressure from 
the wives to earn money immediately rather than to delay 

earning money for greater gain later on. 


On the basis of this cogent testimony and other persuasive evidence 
adduced during the hearinzs on this legislation, the committee specif- 
ically finds that a loan program for post-Korean veterans is totally 
inadequate to cope with the problem at issue, namely, the need to 
restore to these veterans educational opportunities lost or impeded 
by reason of military service during the cold war. The committee 
further finds that a loan program is totally inadequate to satisfy the 
Nation’s obligation to post-Korean veterans. 

In view of the fact that today’s conditions are such that only a 
minority of our draft-age youth actually serves on active military 
duty, while a majority of their civilian contemporaries stay at home 
and pursue normal civil lives, the establishment of a loan program 
for post-Korean veterans would be but a halting step toward satis- 
faction of the national conscience. The educational assistance pro- 
gram recommended by the committee is based on firmly established 
precedents for dealing with the readjustment problems of veterans. 
Adherence to these precedents is the only wise, appropriate course 
for the Congress to take. 


DEPARTMENTAL AND ORGANIZATIONAL REPRESENTATIONS 


The Veterans’ Administration testified in favor of section 3 of 
this bill and, in addition, recommended two amendments to such 
section which were approved by the committee. In testifying with 
respect to the remainder of the bill, the Veterans’ Administration 
expressed a negative position much along the lines of its position 
respecting similar legislation introduced in the 85th Congress. The 
positions of the Bureau of the Budget and the Department of Health, 
Education, and Welfare are in accord with that of the Veterans’ 
Administration. 

The Department of Defense presented views on this legislation, 
but deferred to the other Government departments on all of its 
provisions except section 2, educational and vocational training as- 
sistance, and section 5, mustering-out payments. While the Depart- 
ment stated a generally negative position with respect to section 2, 
- specifically recommended that should the legislation be enacted 
that— 


the final termination date for eligibility for educational and 
vocational training be extended indefinitely for those 
personnel who have remained continuously in the Armed 
Forces. 


The committee has accepted this recommendation and has imple- 
mented it with amendatory language approved by the Defense 
Department. The Defense Department testified against rn 
out payments, which, if provided for post-Korean servicemen, would 
be included in the Defense budget and administered by that Depart- 
ment. The mustering-out pay provisions were eliminated from the 
bill by committee action. 
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Six national veterans’ organizations presented views on this legis- 
lation during the hearings conducted by the Subcommittee on 
Veterans’ Affairs. The Disabled American Veterans urged prompt 
passage of section 3, which proposes vocational rehabilitation for 
disabled veterans, and also endorsed section 4, which provides home 
and farm loan assistance. Section 2 of the bill, providing educational 
and vocational training, was favorably endorsed by the following 
veterans’ organizations: American Veterans’ Committee; American 
Veterans of World War Il (AMVETS); Catholic War Veterans; 
Jewish War Veterans; and Veterans of Foreign Wars. 

Resolutions favoring section 3, loan assistance, had not been 
enacted by all of the veterans’ organizations at the time of the hearings. 
Expressly favoring this section of the bill—in addition to the Disabled 
American Veterans—are the Catholic War Veterans, the American 
Veterans’ Committee, and the American Veterans of World War II. 

Among the numerous other organizations endorsing this legislation 
are the following: American Association of Junior Colleges; American 
Federation of Labor—Congress of Industrial Organizations; Ameri- 
can Vocational Association, Inc.; Fleet Reserve Association; National 
Association and Council of Business Schools; National Association of 
State Approval Agencies; National Farmers Union; National Aviation 
Trades Association; U.S. National Student Association; and the 
West Virginia Association of Business Schools. 


HISTORICAL BACKGROUND OF S. 1138 


The concepts employed in this bill are patterned after the readjust- 
ment programs which grew out of the Servicemen’s Readjustment 
Assistance Act of 1944 and the Veterans Readjustment Assistance Act 
of 1952. Those acts, popularly known as the GI bills, opened a new 
and significant chapter in the history of programs for veterans of 
military service. 

The readjustment program as a whole involved new concepts and a 
new approach to the problems of veterans. It differed from previous 
veterans’ programs in four important ways: 

(1) It recognized that all veterans—the able-bodied as well as 
the disabled—encounter special problems in reentering civil life 
because of the interruption of their normal lives by military 
service, and further recognized that there was a governmental 
obligation to assist in meeting such problems. 

(2) It recognized also the wisdom of providing help to veter- 
ans at the time when aid was needed most—immediately after 
service—instead of providing bonus and pension benefits in later 
life. 

(3) Unlike the traditional program of the “‘bonus” type, the 
amount of assistance provided was related to individual needs. 
In addition, the assistance was made available in a variety of 
forms in order to provide opportunity for the veteran to choose 
which benefits to use and the extent thereof. 

(4) The most important readjustment benefits were not in- 
tended merely as cash income but provided constructive aid 
(such as education and training assistance and home loan assist- 
ance), which would permanently improve the veterans’ economic 
status in terms of income, job prospects, and homeownership. 
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Of the wide variety of benefits now available to World War II and 
Korean veterans, the committee has selected three which it regards 
as appropriately addressed to the problems of post-Korean veterans. 
Together these three forms of assistance, education and training, 
vocational rehabilitation for disabled veterans, and home and farm 
loan guarantee assistance, are designed to meet the major readjust- 
ment problems confronting post-Korean veterans. The close relation- 
ship between existing veterans’ readjustment aids and the needs of 
post-Korean veterans is made manifest by the following review of 


the historical origin and evolution of the three forms of assistance 
recommended by this report. 


EDUCATION AND VOCATIONAL TRAINING 
(Sec. 2 or Brit) 


EARLY BACKGROUND 


Early in World War I] the Selective Service Act was amended to 
authorize the induction into military service of young men 18 and 19 
years old. Because of and contemporaneously with this event, 

resident Franklin Delano Roosevelt appointed a committee of 
educators, under the auspices of the War and Navy Departments, to 
study the problem of education for returning servicemen and women. 
In July 1943, the President’s Committee, by then known as the Osborn 
Committee, made its preliminary report in which it recommended a 
federally sponsored education and training program for World War II 
veterans. In transmitting this report to the Congress for its consider- 
ation, the President’s message of October 27, 1943, acknowledged the 
importance of educational and vocational assistance, from the stand- 
point of the individual’s readjustment problems, and laid particular 
stress on the need to provide a wide range of educational and voca- 
tional opportunities for returning veterans. In that message, Presi- 
dent Roosevelt said— 


Vocational and educational opportunities for veterans 
should be of the widest range. There will be those of limited 
education who now appreciate, perhaps for the first time the 
importance of general education and who would welcome a 

ear in school or college. There will be those who desire to 
earn a remunerative trade or to fit themselves more ade- 
quately for specialized work in agriculture or commerce. 
There will be others who want professional courses to prepare 
them for their lifework. 

Lack of money should not prevent any veteran of this war 
from equipping himself for the most useful employment for 
which his aptitudes and willingness qualify him. The 
money invested in this training and schooling program will 
reap rich dividends in higher productivity, more intelligent 
leadership, and greater human happiness. 


During the fall and winter of 1943 and the spring of 1944, the Con- 
gress gave extensive consideration to the President’s message and to 
the problem of assisting returning servicemen to make their readjust- 
ment to civil life after separation from active service. As a result the 
Servicemen’s Readjustment Act was approved by the Congress and 
signed into law by the President on June 22, 1944. 
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Thus it was that our Government developed an entirely new concept 
for dealing with the readjustment problems of citizens returning to 
civilian life after a period of military service. Prior to these events, 
although there had been a general desire on the part of the American 
people to provide help to veterans in reestablishing themselves in the 
normal civil life, there was no governmental program which plumbed 
the depths of veterans’ readjustment problems. Veterans were left 
largely on their own after a period of military service and as a con- 
sequence many failed to achieve successful readjustment to civil life. 
This was highlighted in the final report of the Bradley Commission 
submitted to the President on April 23, 1956: 


Veterans of earlier wars had received little direct aid in 
meeting such problems. Land grants to veterans (discon- 
tinued after 1862), mustering-out pay after most wars, voca- 
tional rehabilitation for the disabled after World War I, and 
special placement services virtually complete the list of bene- 
fits provided before World War II. For nondisabled vet- 
erans, there was no assurance of reinstatement in previous 
jobs, no program to provide cash income during unemploy- 
ment, no assistance in resuming interrupted education, nor 
aid in buying homes or businesses. The nondisabled veteran 
was largely on his own, and experience after World War I 
showed that many failed to achieve successful readjustment 
under such conditions. 

In contrast, veterans of World War II and the Korean 
conflict have had the benefit of programs to help them meet 
nearly every major problem that might arise in readjustment. 
This approach, bolstered by experience and improvements 
over the past decade, is now generally accepted as the best 
way of meeting the Government’s obligation to nondisabled 
veterans (p. 231, Final Report). 


ACTIVE PHASE OF FIRST GI BILL 


By the end of 1945, when demobilization was beginning to hit its 
stride, 186,000 veterans were taking training under the GI bill. A 
year later, the number had leaped to 2,200, 000. At the end of 1947, 
it rose to more than 2,500,000, a record level. Enrollments then 
started to decline, gradually at first and, after 1951, much more 
rapidly. The number of World War II GI bill trainees dipped below 
1 million in 1952, and dropped under 100,000 in 1955. The program 
ended July 25, 1956, for all but a few specially circumstanced indi- 
viduals. 

The wisdom of our Government in establishing the veterans’ 
educational program is forcefully and affirmatively demonstrated by 
the accomplishments of 12 years of GI bill educational and vocational 
training. In a press release issued July 25, 1956, the Veterans’ 
Administration summarized these accomplishments: 


Of the more than 7,800,000 veterans who received training, 
2,200,000 attended college; 3,500,000 went to schools below 
the college level; 1,400,000 took on-the-job training, and 
700,000 enrolled in institutional on-farm training. 

Out of every 100 GI-trained veterans, 33 aimed for highly 
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skilled trade and industrial jobs; 10 engaged in scientific 
studies, including engineering and medicine; another 10 went 
into management and business administration; still another 
10 learned the latest tec hniques of scientific farming; 6 
studied the humanities, and most of these had plans to 
specialize later on; 5 took sales and clerical courses; 3 pre- 
pared to be teac siete and the rest trained for a wide ‘variety 
of other occupations. 

Many of these veterans today hold jobs in fields where 
there are critical shortages of manpower, VA said. 

GI bill training has helped raise both the income and 
educational levels of veterans, VA pointed out. One recent 
survey disclosed that the median income of veterans has 
gone up 51 percent over the past 6 years, compared with a 
10-percent rise for nonveteran males in the same age group. 
Another survey showed that veterans’ educational level is 
better than 4 years of high school, while the level of non- 
veteran males, same age group, is but 2 years of high school. 


KOREAN GI BILL 


Following the outbreak of the Korean conflict in June 1950, the 
Armed Forces’ need for men increased markedly. By June 30, 1951 
617,667 men had been inducted into military service. In addition, 
there had been a large number of enlistments, which, when added to 
the number of inductees, totaled 1,380,000 new entries into the Armed 
Forces during fiscal 1951. In light of these conditions, it was readily 
apparent that another large group of American citizens would be beset 
by readjustment problems after the conclusion of the Korean hostilities. 

From the beginning there was a general consensus in the Congress 
that a readjustment program would be the proper method of meeting 
the needs of these veterans. Although a direct extension of the origi- 
nal GI bill was an obvious and easy way to cope with this legislative 
problem, the Congress took advantage of the opportunity to reappraise 
and revise the education and training program so as to take into 
account recommendations and studies made of the earlier program by 
both the executive and legislative branches. 

The Veterans’ Readjustment Assistance Act of 1952 which evolved 
out of this careful consideration, while preserving the best of the World 
War II program, contained many new provisions designed to simplify 
administration and to avoid the areas of abuses which had occurred 
under the earlier pecgeen. The provisions to eliminate abuses have 
proved to be highly effective, and there is general agreement that the 
new program has been a greater success administratively than the 
World War II program. There has been no impairment, however, 
of the program’s basic purpose, namely, to assist Korean veterans in 
the readjustment process. 

As previously indicated, the Korean readjustment training program 
is predominantly a college program. The percentage of Korean 
trainees who enrolled in colleges is almost twice as large as the per- 
centage of World War II college trainees. A correspondingly smaller 
percentage of Korean trainees have trained in business and industrial 
establishments or on farms and a much smaller percentage have trained 
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in schools below the college level. The exact percentages involved in 
these trends are shown in the diagram on page 24. 

During the hearings on the bill (S. 1138), conducted by the Sub- 
committee on Veterans’ Affairs, a spokesman for the Veterans’ Ad- 
ministration laid stress on the national values derived from the 
veterans’ readjustment training programs. In this regard the 
Veterans’ Administration spokesman testified that the programs have: 


* * * not only assisted Korean and World War II veterans 
in making a satisfactory adjustment to civil life, but also 
raised the educational level and technical proficiency of the 
Nation by imparting greater knowledge and skill to millions 
of veterans. Thereby, the Nation has been placed in a better 
position to cope with the difficult and challenging problems 
facing it. 


With respect to the achievements of Korean veterans, as contrasted 
with World War II veterans, the VA spokesman testified as follows: 


Korean veterans are a serious-minded group interested in 
making the most of their educational or vocational oppor- 
tunity. Their interests vary widely, as evidenced by the 
variety of courses or training objectives chosen. A compari- 
son with World War II trainees discloses that a greater 
proportion of the Korean trainees have taken courses in the 
scientific fields or other fields which require the most extensive 
training and knowledge. The scientific field has attracted 
over a quarter million Korean trainees. Of this group, 
161,000 selected engineering and 40,000 selected other 
physical and natural science objectives, such as chemistry, 
geology, physics, and biology. Almost half a million 
Korean veterans have entered training in craft, trade, and 
industrial objectives. Of this group, 122,000 enrolled in 
mechanical programs, 134,000 trained for objectives in the 
communications field, and 62,000 trained for metalworking 
occupations. The teaching profession has attracted 107,000 
Korean trainees. This is a much higher proportion than the 
World War II program attracted. A quarter of a million 
Korean trainees have enrolled in managerial and business 
administration programs of study. Medical and related pro- 
grams have attracted 53,000 Korean trainees, including the 
premedical] and predental students. 
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Cuart I 


PERCENT OF KOREA AND WORLD WAR Il VETERANS WHO ENTERED 
TRAINING IN EACH MAJOR TYPE OF TRAINING 


June 30, 1957 


KOREA VETERANS 


<= Institutions of 
=~ Higher Learning 
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NOTE: Size of the World War II and Korea veteran circles do not represent the 
relative size of the readjustment training programs. 
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The following table furnishes a percentage breakdown of the 
general training objectives of World War Il and Korean conflict 
veterans. 


TaBLE 4.—Occupational objectives pursued by veterans trained under GI bills 
(percentage distribution) 
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ESTIMATE OF VETERAN AS A STUDENT 






This report can but touch upon the remarkable scholastic record 
made by veteran students. Yale University has reported that 
scholastically veterans did better work than other students a d, as 
Richard R. Shank, head of the veterans program at Yale put it, 
“the university benefited also from the rise in standards achieved by 
the veterans.” 

Direct evidence of veterans scholastic excellence was submitted 
by several educators during the hearings on S. 1138. Dr. Robert 
G. Bernreuter, dean of admissions and special assistant for student 
affairs, the Pennsylvania State University, testified that research 
studies conducted by his university showed a marked scholastic 
superiority among veterans as compared with nonveterans. Because 
of these research findings, the Pennsylvania State University now 
grants veterans preference over nonveterans with respect to freshman 


enrollments. In explaining this preference policy, Dr. Bernreuter 
testified as follows: 















The policy of giving preference to veterans is based upon 
the results of research studies contrasting the accomplish- 
ments of veterans with nonveterans. A study which we have 
just completed shows that veterans make better scholastic 
records than do nonveterans. Last semester at the Pennsyl- 
vania State University, the average grade earned by the 
male nonveteran student was a C. The average grade made 
by a male veteran student was a C-plus. The proportion of 
nonveterans who were dismissed for poor scholarship was 
twice as large as the proportion of veterans. 

Another indication of the extent to which the veterans 
make better use of their opportunities is shown in the per- 
centage of students who quit before graduating. Among 
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those who were admitted last year as freshmen, more than 
one-third of the nonveterans quit. Among the v eterans, less 
than one-fourth did not return. Proportionately, approxi- 
mately 1% times as many nonveterans quit as was true of the 
veterans. 


Other typical evidence of the veterans’ scholastic superiority is 
found in a press release issued by the University of Massachusetts on 
June 25, 1958. In setting forth the results of a survey conducted by 
George E. Emery, veterans’ coordinator for the university, the release 
noted that: 


With veterans accounting for 38 percent of the men 
graduating, 63 percent of honor graduates were veterans. 

All three men receiving B.A. degrees magna cum laude 
in the college of arts and sciences were veterans. Of the nine 
men graduating cum laude, six were veterans. In the same 
college, of the four men receiving B.S. degrees, magna cum 
laude, one was a veteran. Of the four men graduating cum 
laude, three were veterans. 

Two veterans received the highest honors granted in the 
college of agriculture, both magna cum laude. Of the three 
men receiving cum laudes, one was a veteran. 

Veterans took three of the six cum laude degrees granted 
to men in the school of business administration. 

In the school of engineering, a veteran earned the only cum 
laude in chemical engineering; all three magna cum laude 
electrical engineering degrees were earned by veterans and of 
the nine cum laude degrees granted in electrical engineering, 
six were earned by veterans. In mechanical engineering, the 
three magna cum laude degrees were earned by veterans and 
of the four cum laudes, three were veterans. 

Of the 32 undergraduate men elected to the honor society, 
Phi Kappa Phi, 21 were veterans. Of the 11 men elected to 
Sigma Xi, honorary scientific society, 7 were veterans. 


Obviously, the veterans’ record for scholastic performance is above 
challenge. The presence of veterans on college campuses has raised 
the general level of scholastic achievement, to say nothing of bringing 
about a widely recognized improvement in campus values “attributable 
to the veteran student’s matur ity of viewpoint and vigorous leadership. 


ADMINISTRATIVE PROVISIONS OF KOREAN PROGRAM 


The education and training provisions of the Korean GI bill, after 
which the new post-Korean program is patterned, emerged from the 
extensive studies of the operation of the World War II program made 
by both legislative and executive branch agencies during the period 
1950-52. Of particular significance was the extensive study made by 
the House Select Committee To Investigate Educational, Training, 
and Loan Guaranty Programs Under the GI Bill, headed by the 
Honorable Olin E. Teague of Texas, now chairman of the House 
Committee on Veterans’ Affairs. The recommendations of that 
committee formed the basis for many important reforms, which were 
incorporated into the Korean program and brought forward into the 
recommended program for post-Korean veterans, 
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The program is administered by the Department of Veterans’ Bene- 
fits of the Veterans’ Administration through its Vocational Rehabilita- 
tion and Education Service and its system of regional offices. Pay- 
ment of education and training allowances is made directly to the 
veteran-trainee to assist him in meeting in part the expenses of his 
subsistence, tuition, fees, supplies, books, and equipment. The Ad- 
ministrator may furnish, upon the veteran’s request, educational and 
vocational counseling to aid the veteran in making a sound choice of 
an educational, vocational, or professional program. 

The law provides a number of safeguards designed to avoid unsound 
training and fraudulent practices by veterans and school operators. 

One of the most constructive safeguards against unsound training 
is the provision prohibiting the Veterans’ Administration from enroll- 
ing eligible veterans in courses below college level, offered in proprie- 
tary profit or proprietary nonprofit sc hools, where more than 85 per- 
cent of the students enrolled are paying institutional charges through 
assistance provided by the Veterans’ Administration or the school. 
A somewhat related provision prohibits the Veterans’ Administration 
from approving the enrollment of a veteran in an educational institu- 
tion which has been in operation for less than 2 years, subject to certain 
exceptions relating primarily to publicly supported educational insti- 
tutions. In addition, administrative controls have been provided to 
prevent educational institutions from assessing charges against 
veterans, for tuition and other fees, in excess of the established charges 
for nonveterans enrolled in similar courses. 

As indicated, education and training allowances are paid directly 
to veterans enrolled in approved courses. The Veterans’ Administra- 
tion is not responsible to educational institutions for payment of 
charges for tuition and other fees. Payment of these allowances is 
made in arrears, usually for monthly periods, upon the basis of appro- 
priate monthly certifications of training and attendance signed by 
the veteran and the educational institution or training establishment 
concerned. Such allowances are discontinued if it is found that, 
according to the regularly prescribed standards end practices of the 
enrolling educ ational institution, the conduct or progress of the indi- 
vidual veteran is unsatisfactory. 

Enrollment for avocational or recreational courses is prohibited. 
Bartending, ballroom dancing, and personality development courses 
are barred completely. Certain other courses are presumed to be 
avocational or recreational, but this presumption may be overcome 
under specified circumstances. Primary responsibility for approval 
of courses is lodged in the States and is exercised by State approval 
agencies. Although the State agencies are subject to certain minimum 
standards set by the law, the Veterans’ Administration has no super- 
visory authority over their activities. The Veterans’ Administration 
may discontinue payments to any veteran in training if it is found 
that the course in which he is enrolled fails to meet any of the govern- 
ing statutory or regulatory provisions. 

The law provides for recovery from institutions or training estab- 
lishments of overpayments of education and training allowances to 
veterans if it is found that such overpayments resulted from willful 
or negligent failure of the institution or establishment to report 
excessive absences, discontinuance, or interruptions of courses. Re- 
covery may also be affected where overpayments are the result of 
false certification made by institutions or training establishments. 
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PAST AND ESTIMATED PARTICIPATION UNDER EDUCATIONAL 
PROGRAMS 


Tables 4 and 5 which follow graphically show the number of veterans 
trained under the existing GI bills in each State and the general types 
of training they have taken. Table 6 combines information with 
respect to the existing program with the projection made by the 
Veterans’ Administration of the numbers who would train under S. 
1138. 


TaBie 5.—Number of veterans of World War II who entered training in each State! 





Type of training 














Veterans Total 
State of World entered 
or Territory War II? training? |Institutions} Schools Institutionall 
of higher | below col- | on-farm | On-the-job 
learning lege level 

pg ee RS eee ee 15, 411,000 | 7,800,000 | 2,200,000 | 3, 500,000 700, 000 1, 400, 000 
SE... chipatamianennted 253, 000 171, 000 32, 300 70, 000 30, 000 38, 700 
BIGGER oii ccccabteitsinseside 9, 000 5, 700 1, 000 4, 000 400 300 
DR... nnceentstnipbdrenttin 79, 000 39, 200 11, 700 17, 800 2, 100 7, 600 
BIR vctasetacaddenssecnns 156, 000 102, 500 17, 500 33, 300 32, 700 19, 000 
en SE eee eee. 1, 253, 000 580, 800 216, 500 261, 600 13, 900 88, 800 
OS a 140, 000 87, 000 7, 000 25, 000 7, 000 18, 000 
Commestiet 0 W016 dsccdssncd 205, 000 7, 600 28, 71 34, 700 500 23, 700 
ae ne isin ntinianduty 29, 000 14, 200 3, 600 6, 100 400 4, 100 
District of Columbia-_.......-- 104, 000 99, 100 39, 300 49, 300 0 10, 500 
DOR ibid bcdsensecoen sass 308, 000 171, 200 38, 300 88, 800 11, 400 32, 700 
i <cicden mine eirbabericnn 290, 000 191, 000 34, 400 77, 400 28, 000 51, 200 
DN cititbebicdhcbbetda 39, 000 16, 600 3, 500 11, 300 300 1, 500 
nin aibibacenndineniaitniin 55, 000 33, 000 7, 000 11, 000 7, 000 8, 000 
i inacaahiintedaaamilgsainite odsa 935, 000 442, 600 140, 800 207, 300 31, 800 62, 700 
PRG IR A iis pdecnderintswne 398, 000 161, 400 54, 600 66, 400 16, 200 24, 200 
IE -< sbiinaaenimieneenetine 220, 000 111, 000 31, 200 30, 200 21, 000 28, 600 
EDC toewb cbgacendcsndee 185, 000 87, 71 29, 7 23, 900 10, 600 23, 500 
Kentucky... 245, 000 114, 000 24, 000 38, 500 7, 500 24, 000 
Louisiana... . 239, 000 155, 000 30, 7 90, 600 16, 400 17, 300 
Maine. _-.-..-- 83, 000 38, 700 6, 200 14, 300 2, 400 15, 800 
Maryland...-.-.-. 242, 000 121, 900 35, 500 59, 900 2, 700 23, 800 
Massachusetts................ 527, 000 246. 400 92, 100 101, 800 500 52, 000 
ONO. cin nicnensorneoen 681, 000 275, 000 88, 500 140, 800 12, 000 33, 700 
DE cn atcunupecnaboonsde 297, 000 142, 700 44, 500 51, 300 18, 800 28, 100 
RIE 5546 5he se ctond pee 162, 000 119, 000 26, 000 44, 000 30, 000 19, 000 
I acemngndgenscnmpen 387, 000 227, 500 51, 500 95, 200 35, 700 45, 100 
WEORGINEL . Ka dedsdcdisdiscees 59, 000 28, 900 7, 600 8, 800 5, 000 7, 500 
OO Eee 119, 000 65, 500 16, 500 17, 600 12, 100 19, 300 
POPPE A i ncietnennseedibes 18, 000 7, 700 2, 200 3, 700 400 1, 400 
New Hampshire.............- 55, 000 23, 300 5, 400 8, 800 1, 000 8, 100 
IG HE de codcccobubeccans 555, 000 209, 600 56, 600 123, 300 2, 700 27, 000 
New Mexico.................. 72, 000 37, 400 11, 000 15, 200 3, 800 7, 400 
DE on deiinenedodehnces 1, 598, 000 790, 000 263, 000 426, 000 9, 000 92, 000 
North Carolina. .............. 338, 000 197, 900 34, 300 65, 7! 49, 100 48, 800 
North Dakota. ....<<2<<.---<s- 48, 000 22, 800 6, 600 4, 600 5, 300 6, 300 
i pn aanceudiaibeannsnnat 858, 000 383, 100 123, 900 170, 800 19, 500 68, 900 
CY EERE See 214, 000 135, 000 40, 000 38, 000 28, 000 29, 000 
Cn eminmchevetciees 166, 000 77, 000 27, 000 31, 000 5, 000 14, 000 
Pennsylvania. ...........-...-. 1, 164, 000 587, 7 134, 500 327, 800 13, 200 112, 200 
Paste 00. 6 34.5 db deo- pi 54, 000 43, 600 5, 100 36, 000 1, 200 1, 300 
TO I ci nedandsccesous 94, 000 32, 800 12, 300 12, 800 300 7, 400 
South Carolina. - 163, 000 102, 000 16, 400 49, 400 25, 200 11, 000 
South Dakota---. 57, 000 25, 500 6, 600 6, 500 6, 500 5, 900 
Tennessee. ..--...-- 7 299, 000 203, 000 37, 000 80, 000 41, 000 45, 000 
NG Lb danttiiidecbocosutil 774, 000 453, 000 137, 300 200, 400 47, 200 68, 100 
Witt wnadatnebenadesd 72, 000 46, 000 19, 300 13, 500 4, 000 9, 200 
WHE ond cddccblvenisisss 32, 000 16, 000 4, 000 4, 200 1, 800 6, 000 
WR ace carchbidee-tesensd 302, 000 116, 300 27, 600 42, 500 15, 600 30, 600 
WE ca.cangnetpuaenoe 230, 000 110, 900 39, 000 51, 600 5, 000 15, 300 
We Wh Re cS ncudésecioves 190, 000 73, 600 18, 400 28, 200 6, 600 20, 400 
SEES Frere 307, 000 131, 600 45, 200 40, 400 12, 800 33, 200 
Lp. See eR ERSER TSO RSE SE: 28, 000 14, 400 4, 000 4, 600 3, 000 2, 800 





1 Totals and other data rounded. 

2 March 1955. sete Zan 

3 April 1955; source data show VA regional office having current jursidiction of veterans’ records. Dis- 
tribution by State estimated from foregoing. 

4 Includes veterans residing in foreign countries, not identified below. 
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TABLE 6.—Number of Korean veterans who entered training in each State cumulative 
through June 17, 1959 





Institu- Schools 







































State Total tions of below Farm Job 
higher college 
learning level 
BOs cntccceanunsentssncastaninseuss 2, 229,100 | 1,123, 300 798, 200 91, 300 216, 300 
Continenta! United States, total 
Alabama 57, 400 20, 600 32, 200 1,000 3, 600 
GRE ch Rech ea 1, 300 400 900 () () 
Arizona 14, 100 9, 400 3, 200 100 1, 400 
Arkansas-.-..... ieehiladipaat ecaediiaeainaiattiiseinel 22, 000 9, 000 6, 000 4, 100 2, 900 
California 218, 500 151, 000 49, 400 1, 000 17, 100 
Colorado 26, 200 16, 600 5, 400 1, 000 3, 200 
Connecticut 27, 700 13, 800 8, 500 (4) 5, 400 
Delaware 3, 500 1, 600 1, 100 (@) 800 
District of Columbia 28, 200 12, 400 12, 900 (1) 2, 900 
RS at ala dricscnd ceidocecntomamio 60, 800 23, 600 31, 800 700 4, 700 
Georgia 61, 600 22, 100 32, 100 2, 100 5, 300 
Ne ince dentditnudhictanaipetindllcbienen 7, 700 3, 700 2, 400 600 1, 000 
Sass aiccligatsiaiaenletiavalinenipae atebedeuienees 115, 200 57, 400 41, 700 7, 200 8, 900 
Indiana 46, 500 27, 200 12, 600 2, 900 3, 800 
TAI: <iscinsenssititn de iapestaia atin enisichiieaiiiiaas 31, 600 15, 100 5, 500 7, 700 3, 300 
a era aaa na al 22, 900 15, 800 3, 700 2, 300 1, 100 
POD caciciptinasiassmenticne - 32, 600 13, 400 12, 000 3, 800 3, 400 
Louisiana 43, 7 16, 000 24, 000 1, 200 2, 500 
BOE 2. iced dtinidiccwedaunkathniebdnnes 7, 900 3, 000 2, 700 () 2, 200 
Maryland 27, 600 15, 500 8, 100 300 3, 700 
I IIINON. «cach aetnddarmeedteniiminta 72, 400 35, 800 26, 600 (?) 10, 000 
III: x. cavindnagihieincathnnideduincidebsties acon. 75, 800 43, 000 26, 500 1, 100 5, 200 
sie center deren 49, 800 22, 200 15, 000 6, 200 6, 400 
ONIN. i. eens Re 26, 700 17, 300 6, 500 1, 400 1, 500 
MINES todo irae rene ie 59, 000 15, 700 33, 100 4, 500 5, 700 
I itt c nlncenbtspnlnieedatnbiotine 7, 900 4, 700 1, 300 300 1, 600 
PRONE. otc a <wtienwcecticacaatitiinedtates 22, 500 8, 800 4, 700 6, 200 2, 800 
Nevada a i aa a a ea aa | 2, 200 1, 500 400 v 300 
By ND... cdesadcaninnddasmnds 6, 000 2, 500 2, 200 () 1, 309 
AI UII... «nseetuinnicncgnsmstiatimuaindannasionna 51, 100 26, 300 18, 100 (‘) 6, 700 
TN Ca a 12, 300 6, 300 4, 700 200 1, 100 
EOE eh. Seca cacducenenapotes 192, 500 105, 900 68, 000 200 18, 400 
Navth Casein. i nindnnindvavactnsess 58, 800 21, 000 19, 700 8, 200 9, 900 
PRONE PIG. cctcktedudeccanecadubece 10, 200 5, 400 2, 600 1, 300 900 
ii cisbwanc sxdectniesan gandpaekaueedl 89, 700 49, 600 28, 800 1, 500 9, 800 
lle al 39, 300 24, 400 11, 000 1, 500 2, 400 
I | « cetnsinacemigns aeimeedeaeed 19, 1:00 | 12, 200 5, 700 300 1, 400 
PORNO cccsnncuipeacatenhemaimie 134, 300 59, 800 59, 600 500 14, 400 
RD TOE .nncedncgdptitsntinindaey | 10, 300 3, 500 5, 400 @) 1, 400 
Ce Co ne 29, 900 8, 500 17, 400 1, 300 2, 700 
South Dakota 12, 000 5, 400 1, 600 4, 000 1, 000 
EG nticcnkndiceadchontaehnentvnaid: 48, 900 21, 000 17, 100 4, 900 5, 900 
TIT 2, sa atatnhiaen acta tienneiiatiaiiasmdialiael: 130, 100 | 74, 200 7, 300 3, 800 4, 800 
Od od ie aa eaten 19,300 | 13,000 4, 600 400 1, 300 
WORN cn cenecccemnccwasasesouemens 3, 700 | 1, 500 700 300 1, 200 
cn dha cgncdisitincchachecpnuieaibe-cde ahead cleat 31, 800 11, 700 10, 500 3, 000 6, 600 
ON i cheticctstnetdetecterenes 35, 900 | 21, 400 11, 300 200 3, 000 
West Virginia 21, 300 | 11, 100 5, 900 400 | 3, 900 
IIE 5 cho chedincinateihiciqnctsetnabnahiatiotiedl 40, 500 | 22, 800 8, 900 3, 100 5, 700 
We I i lhe irc cisthntindeat creado 3. 300 2, 100 400 400 400 
Outside United States: | 
Territories and possessions, total....... 48, 500 | 10, 800 36, 200 100 | 1, 400 
ONGHEE; FONE. bocce ec enseae 6, 500 | 6, 300 SOR A cncccsineiai @) 
1 Less than 50. 
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VOCATIONAL REHABILITATION TRAINING 
(Suc. 3. or Brit) 


The purpose of section 3 of the bill is to restore the employability of 
veterans who sustained a disability arising from service either between 
July 25, 1947, and June 27, 1950, or subsequent to January 31, 1955. 
This is accomplished by amending chapter 31, title 38, of the United 
States Code, so as to provide a program of vocational rehabilitation 
training for these veterans. A bill of similar purpose, S. 4213, which 
was reported last session by the committee through Senator Thur- 
mond, then chairman of the Subcommittee on Veterans’ Affairs, was 
passed by the Senate in August 1958. Like that bill, section 3 of S. 
1138 will establish vocational rehabilitation as a permanent program. 

To obtain benefits under section 3, a veteran must be in need of 
vocational rehabilitation training to overcome the handicap of a 
disability incurred in or aggravated by active military service. The 
Administrator of Veterans’ Affairs would determine whether the 
disabled veteran does have need of such training and would also 
prescribe, consistent with the degree of disability, the kind of training 
necessary to prepare the veteran for employment. 

As compared to existing programs of vocational rehabilitation 
training, section 3, as reported, requires a stricter standard of proof 
regarding need for such training. Under existing programs, all 
veterans with service connected disabilities have the benefit of a non- 
conclusive presumption that training is needed. Under this bill, if 
the disability is rated as less than 30 percent, it must be clearly shown 
that the veteran has a pronounced employment handicap growing 
out of such disability. 

Section 3 of the bill also affects in a minor way the program of 
vocational rehabilitation already provided for Korean veterans. 
Presently, all Korean veterans do not have the same length of time 
within which to complete a program of vocational rehabilitation. 
This problem is corrected by language in the bill which provides a 
uniform completion period measured from the veteran’s date of dis- 
charge or release from service. 


BACKGROUND OF SECTION 3 


The type of program provided for pre-Korean and post-Korean 
veterans by section 3 of this bill has been demonstrated to be a most 
worthwhile program, both from the standpoint of the Nation and of 
the individual veteran. A review of similar programs, hitherto pro- 
vided by the Congress for veterans of World War II and of the Korean 
conflict, bears this out. 

In 1943, more than 2 years before the end of World War II, the 
Congress, recognizing the need to restore the employability of veterans 
disabled during military service, enacted the Vocational Rehabilita- 
tion Act for Disabled Veterans of World War II (Public Law 16, 78th 
Cong.). This act provided that any veteran of World War II— 


* * * who has a disability incurred in or aggravated by 
such service for which pension is payable under Jaws admin- 
istered by the Veterans’ Administration, or would be but 
for receipt of retirement pay, and is in need of vocational 
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rehabilitation to overcome the handicap of such disability, 
shall be entitled to such vocational rehabilitation as may 
be prescribed by the Administrator of Veterans’ Affairs to 
fit him for employment consistent with the degree of dis- 
ablement: * * * 


Later, after the commencement of the Korean conflict, the Con- 
gress provided a program of vocational rehabilitation for Korean 
veterans by the enactment of Public Law 894, 81st Congress. This 

rogram is still in effect and will be extended to post-Korean veterans 
ty the enactment of this legislation. 

In administering the vocational rehabilitation programs, the Vet- 
erans’ Administration utilizes the services of counseling psychologists 
who help the veteran select an employment objective in the light of 
the veteran’s disability, personal characteristics, and general circum- 
stances. Physicians, social workers, and other professionals are called 
upon to help disabled veterans make a successful occupational adjust- 
ment. Also utilized in this cooperative effort are the training re- 
sources and experience of private industry and educational institutions. 

The rehabilitation program is necessarily addressed to all major 
occupations and, hence, training thereunder takes on a variety of 
forms. Some disabled veterans are trained through courses given in 
vo.ational schools, at institutions of higher learning, or on the job in 
business establishments. Others receive training on farms, and a 
small number require individual instruction. Illustrative of the 
diversity of the training are the following tables which derive from 
experience under Public Law 16 and Public Law 894, and which 
indicate the distribution of veterans among various occupational 
objectives. 


TaBLe 8.—Occupational objectives of World War II disabled veterans who have 
entered training under Public Law 16} 


Major occupational group Number 
594, 711 


Professional 122, 175 
Semiprofessional 

Managerial and official 

Clerical and kindred 

Sales and kindred 

Service 

Agricultural 

Trade and industrial 227, 135 


1 Based on entries into training prior to Nov. 30, 1952; the relatively small number (approximately 19,000 
of veterans who have enrolled since that date) are not included in this summary. 


TaBLe 9.—Occupational objectives of disabled Korean veterans who have entered 
vocational rehabilitation training } 


Major occupational group 


Professional 

Retigrefeetiotelisi ola 26 cli b3bli ds eno ee 
Managerial and official 

Clerical and kindred 

Sales and kindred 

Service 

Agricultural 

Trade and industrial 


1 Based on entries into training prior to December 1958, 
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Because, as a prerequisite to obtaining rehabilitation training, a 
veteran must have a service-connected disability and also must have 
actual need of the training, participation in the rehabilitation program 
has not been high. Only slightly more than 600,000 veterans of World 
War II have undertaken training since the program for World War II 
veterans began in 1943. ‘This is equivalent to 4 percent of all veterans 
who served during World War II, but, more significantly, it constitutes 
only 27 percent of all World War II veterans with service-connected 
disabilities. 

Through March 31, 1959, approximately 59,700 disabled Korean 
veterans had entered training under the vocational rehabilitation 
program. ‘This is equivalent to 1.10 percent of all Korean veterans, 
and constitutes 23 percent of all disabled Korean veterans. 

The effectiveness of vocational rehabilitation training in improving 
or restoring the employability of disabled veterans is now well estab- 
lished. A comprehensive nationwide study conducted by the Veter- 
an’s Administration into disabled veterans’ post-training employment 
experiences shows that the vast majority of disabled veterans who 
receive rehabilitation training, find employment and successfully 
adjust to their jobs. Veterans in the study group (over 7,000 ran- 
domly selected veterans of World War II) were also found to have 
average weekly earnings which compare favorably with the average 
earnings of similar age groups in the total male and nonveteran 
populations. 

More specifically, the study showed that regular employment had 
been found by 95 percent of the veterans who had been declared 
rehabilitated. Among veterans who had undertaken but not com- 
pleted training, 86 percent were found to be employed. At the 
time the survey was conducted, 97 percent of the total civilian labor 
force of the country were employed. Thus, the employment experi- 
ence of disabled veterans who received vocational rehabilitation 
training compares favorably with the employment experience of the 
total labor force. 

In testifying in favor of this program during the hearings on the bill 
(S. 1138) a Veterans’ Administration representative stated that: 


* * * One major followup |study] showed that 95 percent 
of the veterans who completed their training were employed; 
9 out of every 10 veterans under this group were using the 
skills in their employment that they had acquired in the 
course of their training. 


From these facts the committee is satisfied that the basic purpose 
of the vocational rehabilitation training programs, namely, to restore 
the employability of disabled veterans, is being accomplished. Physi- 
cal handicaps which were once regarded as insurmountable have been 
overcome by the Nation’s disabled veterans who have trained under 
the programs. Moreover, since rehabilitation work has progressed 
rapidly during the 16-year history of the programs, even greater 
benefits can be expected from future operations of the rehabilitation 
training programs. 
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POST-KOREAN REHABILITATION 













In view of the demonstrated benefits of the vocational rehabilita- 
tion training program for disabled veterans of World War II and of the 
Korsan conilict, the committee recommends that a similar program 
be made available for pre-Korean and post-Korean veterans who sus- 
tain disabling injuries or illnesses by reason of active military service. 

The need for such a program is clear. Because of the Universal 
Military Training and Service Act, individuals must serve in the 
Armed Forces throughout troubled parts of the world, thereby sub- 
jecting themselves to mental and physical hazards which are peculiar 
to military service and which do not exist in normal civilian employ- 
ment. The actual occurrence of service-connected disabilities will, of 
course, be far less during periods of relative peace, as compared to 
periods of war or armed conflict. Nonetheless, in the view of the com- 
mittee, when one of these veterans does sustain a service-connected 
disability which causes a serious employment handicap, he is entitled 
to be restored as nearly as possible to the employability status he 
might have attained had the handicap not occurred. The committee, 
therefore, finds that vocational rehabilitation training should now be 
recognized as a proper obligation of the Government to veterans who 
entered the Armed Forces between July 25, 1947, and June 27, 1950, 
or subsequent to January 31, 1°55, and who have need of such training 
to overcome the handicap of a plysical or mental disability incurred 
in or aggravated by active military service. 


HOME AND FARM LOAN ASSISTANCE 
(Sec. 4 or Br) 
































As conceived under the two previous GI bills, the home and farm 
loan guaranty program was designed to facilitate the extension of 
credit to young veterans who would be establishing households, com- 
mencing farming, or venturing into self-owned businesses, but who 
as a consequence of service at military pay scales had been deprived 
of normal ability to accumulate savings and had not previously 
established credit and employment records. For the veterans lack 
of credit standing, the Federal Government could supply a practical 
substitute—it pledged its own credit by offering to guarantee loans 
made on terms designed to place veterans in parity with their con- 
temporaries who had remained in the more lucrative pursuits of 
civil life. 

The original veterans loan guaranty program was established by 
the GI bill of 1944. The program enjoyed immediate success and a 
similar program was subsequently established for Korean veterans 
under the Korean GI] bill of 1952. 





VALUE OF PROGRAM TO VETERANS 
Through May 31, 1959, private lenders had made over 5,310,000 
home loans, 71,300 farm loans, and 233,650 business loans, totaling 
more than $46} billion. 
Home loans, which represent 95 percent of all the loans guaranteed, 
have totaled more than $45% billion in Government underwritten 
credit to veterans. Primary loans were made for the purchase of 
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2,660,000 new homes and 2,164,000 existing homes. The remainder 
were secondary or home improvement loans. More than 26 percent 
of the primary home loans were made with no downpayment and 
more than 50 percent were made with maturities in excess of 20 years. 
These liberal terms, which would not have been available under other 
types of mortgage financing, have made it possible for millions of 
veterans to attain home ownership at a time when their resources 
would not otherwise have permitted home purchase. 

The veterans who have purchased homes with a Government under- 
written loan are uoneilledehiy younger than their nonveteran counter- 
parts. During the last 3 years, the median age of veteran home buyers 
was just a little over 32 years. According to the 1956 national 
housing inventory, the median age of the household head of owner- 
occupied, single, nonfarm, dwelling units with a VA-guaranteed 
mortgage was 35 years, as compared with a median age of 41 years for 
. with FHA loans, and of 44 years for owners with conventional 

oans. 

Much of the shift from renter-occupied to owner-occupied dwelling 
units in recent years is undoubtedly attributablle to the impact of the 
veterans’ home loan program. This development without question 
carries a salutary influence for the well-being of the families of the 
veterans and for the general social fabric of the Nation. Certainly, 
the vast majority of the veterans who have purchased, constructed, or 
repaired their homes with the aid of GI loans were enabled to do so 
much earlier in life than would have otherwise been the case. Since it 
is generally agreed that those families who live in their own homes 
attain a better adjustment to their community and often develop 
stronger family ties, it follows that a large social gain for the Nation 
as a whole has been obtained by establishing vast numbers of veterans 
in their own homes. 

That veterans have exhibited such stability is evidenced by the 
manner in which they have met their loan obligations. Through the 
end of May of this year, more than 26 percent of all GI home loans 
had been repaid in full; losses by the Government on its guaranty or 
insurance contract with the lenders had occurred in only about nine- 
tenths of 1 percent of the total number of home loans made. At the 
end of March 1959 net expenditures for claim payments and property 
and loan acquisitions exceeded assets by some $6% million. These 
assets included the value of acquired properties on hand and $16% 
million in debts owed to the Government by veteran borrowers as a 
result of guaranty payments made in their behalf. When these losses 
are compared with the more than $46% billion of loans underwritten, 
it must be conceded that losses under the program have been infinites- 
imal and that the veterans have made a truly remarkable record in 
meeting their loan obligations. 
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NATIONAL VALUES 


Not only has the GI loan program proved tremendously beneficial 
to the millions of veteran participants but it has also exerted a pro- 
found influence in the homebuilding and mortgage-lending industries. 
During the past 8 years, 1951 through 1958, there were nearly 9 million 
nonfarm private dwelling units started in the United States. Of this 
total, 18.5 percent were started under VA inspection procedures 
preparatory to their proposed sale to veterans. In addition, many 
new units started during this same period under inspection by the 
Federal Housing Administration, also resulted in GI loans. The ratio 
of VA starts to total nonfarm private starts during these years has 
varied with the availability of GI mortgage financing, reaching a peak 
in 1955 when nearly 30 percent of all private starts were started with 
VA inspection. 

The trend on VA starts is shown in table 8 below. Table 9 shows the 


participation by State in the veterans’ loan program, on a cumulative 
basis through May 31, 1959. 


TaBLe 10.—Comparative data on total nonfarm private starts and VA starts 


Total VA starts 
nonfarm 
private 
starts Number Percent of 
total starts 


. 020, 100 
, 068, 500 
, 068, 300 
, 201, 700 


4. 
3. 
4. 
5. 


1 
1 
1 
2 
29 
2 
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The 2,660,000 GI loans on newly constructed homes have contrib- 
uted importantly to the growth of our national product. Not only 
have these loans provided employment for construction workers, but 
also they have contributed to the general growth of the economy by 

roviding markets for the producers of construction materials and 
or the manufacturers of home equipment. Their importance in the 
mortgage investment field can be judged by the fact that GI loans 
account for nearly 30 percent of the mortgage portfolios presently 
held by private lenders on 1-family to 4-family nonfarm homes. 

In addition to its guaranty of loans, the Veterans’ Administration 
has also made direct home loans to veterans. In recognition of the 
fact that private financing on GI loan terms was not generally avail- 
able in rural areas and small cities and towns remote from metropolitan 
centers, the Congress in 1950 authorized the Veterans’ Administration 
to make loans directly to veterans in certain defined “‘housing credit 
shortage areas.”’ At the present time 2,466, or 80 percent of the 
3,075 counties in the United States have been designated as wholly 
eligible for direct loans; parts of 271 additional counties have been 
designated as housing credit shortage areas; and the remaining 338 
counties are wholly ineligible for direct loans. About 67 percent of 
the eligible World War Ii and Korean veterans live in the nondesig- 
nated areas and the remaining 33 percent live in the eligible direct 
loan areas. On a cumulative basis, nearly 35 percent of the veterans in 
the wholly excluded counties have obtained VA-guaranteed loans from 
private lending sources as compared with only 11 percent of the 
veterans in the wholly designated counties. 

From the beginning of the direct lending program in mid-1950 
through May 1958, the Veterans’ Administration has made over 
135,500 direct loans for the purchase or construction of homes in 
housing credit shortage areas, involving over a billion dollars of credit. 
To date, over 6 percent of the Nioakdanaa have been repaid in full, 
6 percent have been sold to private investors, and it has been neces- 
sary to foreclose on only a little over six-tenths of 1 percent of the 
direct loans made. 


POST-KOREAN LOAN ASSISTANCE 


































It is the residential financing afforded by these two programs which 
this legislation seeks to provide for those members of the Armed 
Forces who have served since the Korean conflict during the period 
of compulsory military service. The legislation calls for these post- 
Korean veterans to pay a fee for the guaranty privilege, which could 
not be in excess of one-half of 1 percent of the amount of their loan, 
and which would be used to pay the losses under the program. In 
that manner it is proposed that a fund for the payment of claims 
would be accumulated. 

Post-Korean veterans would have 10 years after the cessation of 
drafted service under the Universal Military Training and Services 
Act to utilize the guaranty benefits afforded under the legislation on 
loans made by private lending sources. The direct lending benefits 
are available only until July 25, 1960, at which time such authority 
ceases under existing statute. 
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EXPLANATION OF COMMITTEE AMENDMENTS 


The committee amendments to section 1912(c) and section 1913 of 
the proposed new chapter 40 to title 38 of the United States Code 
preserve the educational and vocational training entitlements of cer- 
tain career personnel who continue in military service with breaks in 
service of 90 days or less. Under the amendments, these personnel 
may commence training within 3 years after their first separation 
from service which is not followed by a reenlistment or reentry in 90 
days or less and may pursue education or training until 8 years after 
that separation. 

The amendment to section 1970 of such proposed new chapter pro- 
vides that the education and training program for post-Korean vet- 
erans will take effect September 1, 1959. If the bill does not become 
law prior to that date, retroactive payments of education and training 
allowances are provided to eligible veterans for qualified education or 
training pursued by them on or after that date. In order that the 
Administrator may have sufficient authority to deal with the problems 
which may arise in some cases in making payments retroactively, he 
is authorized to prescribe regulations for making such payments. 

Amendments to section 1908(a)(1)(C) of the proposed new chapter 
40 to title 38, and the proposed new section 1818(a) to chapter 37 of 
such title, substitute, respectively, in the education and training and 
loan assistance program a requirement of a period of active duty of 
more than 180 days in place of the 90-day period specified in the bill 
as introduced. If the veteran was separated for a service-connected 
disability, the length of his service period would not be a factor in 
establishing basic eligibility for these programs. 

The amendments to section 3 of the bill implement two recom- 
mendations made by the Administrator of Veterans’ Affairs. They 
authorize vocational rehabilitation training for veterans needing it 
for a disability which arose during the period between July 25, 1947, 
and June 27, 1950—that is, between the end of World War II and the 
beginning of the Korean conflict. The section 3 amendments also 
provide a stricter standard of proof regarding need for vocational 
rehabilitation in the cases of veterans rated as less than 30 percent 
disabled. In these cases, the veteran will receive vocational rehabili- 
tation only if there is a clear showing that his disability has caused a 
pronounced employment handicap. 

An amendment to section 5 of the bill eliminates the provisions 
concerning mustering-out pay. 

All other amendments are of a technical and clarifying nature. 


GENERAL EXPLANATION OF S. 1138 
EDUCATION AND VOCATIONAL TRAINING 


(SEC. 2) 


Eligibility —To be eligible for educational or vocational training 
assistance the veteran must have served on active duty between 
January 31, 1955, and July 1, 1963, for a period of more than 180 
days, and must have been discharged under conditions other than 
dishonorable. In the case of a veteran discharged from service for 
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a disability incurred on active duty the length of his active duty 
service would not be a factor in establishing basic eligibility. 

Length of education or training.—The education or vocational train- 
ing period would be calculated by multiplying 1% times each day of the 
veteran’s active military service between January 31, 1955, and July 1, 
1963, and with respect to a veteran on active duty on June 30, 1963, 
active military service after such date until his first discharge or release 
from active service succeeding such date. The maximum education 
or training period to which a veteran could become entitled is 36 
months. In computing a veteran’s period of active military service, 
for purposes of determining his period of education or training, there 
would be an exclusion of time spent in certain courses of education 
sponsored by the Armed Forces. 

Kinds of training.—Eligible veterans may use their educational 
entitlements to pursue the following kinds of training: 

(1) School courses, both at college and below college level. 
These courses may be pursued full time, three-fourths time, 
one-half time, or less than one-half time. 

(2) Cooperative courses, combining school and on-the-job 
training in alternating cycles. All cooperative courses must 
be pursued on full-time basis. 

(3) Correspondence courses and flight training. 

(4) On-the-job training: All job training must be pursued on 
full-time basis. 

(5) Institutional on-farm training: All farm training courses 
must be on full-time basis. 

Educational allowances.—A monthly allowance, paid directly to the 
veteran by the Veterans’ Administration, is the means by which the 
veteran is assisted in the pursuit of a program of education. For a 
full-time program in an educational institution, the education or train- 
ing allowance would be as follows: For a veteran without dependents, 
$110 a month; for a veteran with one dependent, $135 a month; and 
for a veteran with more than one dependent, $160 a month. Pro- 
portionate rates are fixed for allowances concerning less than full-time 
courses, as well as on-the-job and on-the-farm training. From the 
education and training allowance, the veteran must meet all of the 
costs incident to his education—tuition, subsistence, books, supplies, 
fees, etc. 

Expiration dates.—Veterans must commence education or training 
under the bill within 3 years after their separation from service and 
complete their training within 8 years after separation; however, with 
respect to persons separated from service prior to the date of enact- 
ment of the bill, these delimiting periods respecting commencement 
of training shall begin with the date of enactment of the bill. All 
education or training ends on June 30, 1973, except that certain career 
personnel may use their educational entitlements beyond that date 
and the method of computing the 3- and 8-year delimiting periods in 
career cases is liberalized so that the last period of service from which 
they are measured may include brief interruptions in service. 
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VOCATIONAL REHABILITATION FOR DISABLED VETERANS 
(SEC. 3) 


Eligibility —To be eligible for vocational rehabilitation training, a 
veteran must have need of such training, as determined by the 
Administrator of Veterans’ Affairs, to overcome the handicap of a 
physical or mental disability rated at 10 percent or more of total 
disability. The disability must be a service-connected disability 
arising from active military service either between the end of World 
War II (July 25, 1947) and the beginning of the Korean conflict 
(June 27, 1950), or subsequent to the end of the Korean conflict 
(January 31, 1955). Disabilities rated as 30 percent or more enjoy a 
nonconclusive presumption that training is needed; in cases involving 
disabilities rated as less than 30 percent the veteran must clearly show 
that the disability has caused a “pronounced employment handicap.” 
The general requirement for a discharge under conditions other than 
dishonorable would apply. 

Length of training.—The length of training is dependent upon the 
needs of the veteran. In general, the period is limited to 4 years; 
however, upon appropriate findings by the Administrator of Veterans’ 
Affairs, additional time may be granted. 

Kinds of training —The veteran may enroll in an institution offering 
college training, in an institution belie the college level, or in any 
other type of training which, in the view of the Administrator of 
Veterans’ Affairs, is designed to lead to the veteran’s vocational 
rehabilitation. 

Expiration dates —While there is no overall termination date with 
respect to the vocational rehabilitation program, there are dates 
beyond which individual veterans may not receive training. Gener- 
ally veterans may not receive training more than 9 years after dis- 
charge or release from active military service. However, with respect 
to veterans who become eligible for vocational rehabilitation b 
virtue of the enactment of this bill, training may be afforded suc 
persons until 9 years after the enactment of the bill or 9 years after 
discharge or release from service, whichever is later. In addition, in 
certain hardship situations, the generally applicable expiration dates 
would be extended for 4 years. The additional 4-year period would 
be accorded in cases where (1) severe disability prevents training; 
(2) subsequent changes in discharges provide eligibility for training; 
and (3) service-connected disabilities are not established in time to 
begin and complete training before the general expiration dates. 

Subsistence.—A vocational rehabilitation trainee would receive a 
minimum subsistence allowance of $65 a month if he has no depend- 
ents, or $90 a month if he has one or more dependents; a full-time 
institutional trainee would receive $75 a month if he has no depend- 
ents, $105 a month if he has one dependent, and $120 a month if he 
has more than one dependent. Operative along with these rates is 
the following “floor” on combined compensation under the veterans 
disability laws and the subsistence allowance under this bill: Where 
the service-connected disability is less than 30 percent, the rate, if the 
veteran has no dependents, is $105 a month, if he has one dependent, 
$115 a month, plus $10 for one child and $7 for each additional child, 
and $15 for a dependent parent. Where the disability is rated at 30 
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percent or more, the rates for the above classifications would be $115, 
$135. $20 for one child and $15 for each additional child, and $15 for a 
dependent parent. 


HOME AND FARM LOAN ASSISTANCE 
(Sec. 4) 


General statement.—This section would make post-Korean veterans 
eligible for Veterans’ Administration guaranty loans and direct loans 
similar in type to those available to World War II and Korean veterans 
under existing law. There are, however, several notable distinctions 
between the proposed loans for post-Korean veterans and those already 
available to World War II and Korean veterans: First, the loan 
rights of post-Korean veterans would not extend to the business 
loans and insured loans which are available to World War II and 
Korean veterans under sections 1813, 1814, and 1815 of title 38 
of the United States Code. Second, there would not be a ‘‘special’’ 
direct loan program for post-Korean veterans. Direct loans au- 
thorized by this bill for post-Korean veterans would be subject to 
the present direct loan laws under which no direct loan may be made 
after July 25, 1960. Third, unlike the loans available to Korean 
veterans, the proposed loans for post-Korean veterans would be sub- 
ject to a guaranty fee in a sum not to exceed one-half of 1 percent of 
the amount of the loan. The guaranty fee is intended to be used in 
the accumulation of a reserve fund sufficient to cover any losses that 
might arise under the program, the goal being to make the post-Korean 
loan program altogether self-sustaining. The amount of the fee may 
be included in the loan to the veteran and paid from the proceeds 
thereof. The fee would be deposited in a mortgage guaranty fund 
which would be used by the Administrator of Veterans’ Affairs to 
carry out the aforementioned purposes. 

Eligibility.—To be eligible under the loan provisions of the bill, a 
veteran must have served on active duty between January 31, 1955, 
and July 1, 1963, for a period of more than 180 days, and must have 
been discharged under conditions other than dishonorable. In the 
case of a veteran discharged from service for a disability incurred on 
active duty, the length of his active duty service would not be a factor 
in establishing basic eligibility. The widow of a deceased veteran 
whose death resulted from active service would also be eligible. 

Purpose and conditions of loans.—The loans are for the purpose of 
assisting eligible veterans to purchase (a) homes, including homes on 
farms, and (b) farmlands, livestock, machinery, and so forth, to be used 
in farming operations conducted by veterans. Banks or other lending 
institutions would make the loans, with the Government guaranteeing 
60 percent of a loan for residential real estate, or 50 percent of other 
real estate loans. The Government’s guarantee with respect to a real 
estate home loan could not exceed $7,500, and with respect to other 
real estate loans could not exceed $4,000, or a prorated portion thereof. 
Loans of both types, or combinations thereof, would be guaranteed 
with interest at the rate generally applicable under the loan program 
for World War II and Korean veterans. (Presently, the interest rate 
may not exceed 5% percent per annum.) The loans would have 
maturities of not more than 30 years; except in the case of farm realty 
the maturities could be for 40 years. Under certain conditions, and 
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in certain rural areas, the Veterans’ Administration is authorized to 
lend up to $13,500 directly to the veteran when private capital is not 
available for a guaranty loan. 

Expiration dates—Loans may be guaranteed if made before July 
1, 1973. Ifa loan report or application for loan guaranty is received 
by the Administrator of Veterans’ Affairs before such date, an addi- 
tional period not to exceed 1 year will be allowed for disbursement of 
the loan and issuance of evidence of guaranty. 


EFFECTIVE DATE OF BILL 


The provisions of the bill shall become effective immediately upon 
its enactment, except that the educational and vocational training 

rovisions of section 2 shall become effective on September 1, 1959. 
Foun enrolled in courses of education on September 1 would be 
entitled to educational allowances from that date, although they could 
not receive payment until after enactment of the bill. 


SECTION-BY-SECTION EXPLANATION OF THE BILL 
SECTION 1, SHORT TITLE 


The first section of the bill provides that the act may be cited as 
the “‘Veterans’ Readjustment Assistance Act of 1959.” 


SECTION 2(a), EDUCATION OF VETERANS 


Subsection (a) of section 2 of the bill adds a new chapter 40 to 
title 38, United States Code, which establishes a program of educa- 
tion and training for veterans serving between January 31, 1955, and 
July 1, 1963, comparable to that provided veterans of the Korean 
conflict by the Veterans’ Readjustment Assistance Act of 1952. 
There follows an analysis of the provisions of the new program 
identified by section of the new chapter 40. 


CHAPTER 40—EDUCATION OF VETERANS WHO SERVE BETWEEN JANUARY 
$1, 1955, AND JULY 1, 1963 


SUBCHAPTER I-—DEFINITIONS 


Section 1908. Definitions 


Subsection (a) of this section defines certain key terms used in the 

chapter. The term “eligible veteran” is defined to indicate the basic 
ualifications which must be possessed by a person in order to be 

eligible for benefits under the act. These include service on active 
duty in the Armed Forces at any time between January 31, 1955, 
and July 1, 1963, a discharge or release therefrom under conditions 
other than dishonorable, and total service (exclusive of any period 
assigned to a civilian institution for study) for a period of more than 
180 days, or a discharge for actual service-incurred disability. Like 
the Korean GI bill, a person may not be considered an eligible veteran 
for the purpose of the new program while he is on active duty in the 
Armed Forces. 

The terms ‘“‘program of education or training,” “course,” “depend- 
ent,” “educational institution,” “training establishment,” “State,” 
and “Commissioner” are defined in identical terms to that applicable 
to the Korean education and training program. 
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Subsection (b) provides that benefits shall not be afforded under the 
new program to any individual on account of service as a commissioned 
officer of the Coast and Geodetic Survey or of the Regular or Reserve 
Corps of the Public Health Service. In general, benefits of the Korean 
education and training program are not available to officers of the 
Coast and Geodetic Survey or the Public Health Service but are 
available if they were detailed or assigned to one of the military 
services. 

Subsection (c) contains a congressional declaration that the new 
education and training program is for the purpose of providing voca- 
tional readjustment and for restoring lost educational opportunities 
to those servicemen and women whose educational or vocational 
ambitions had been interrupted or impeded by reason of service 
between January 31, 1955, and July 1, 1963. 


SUBCHAPTER II-—ELIGIBILITY 


Section 1910. Entitlement to education or training generally 


This section merely states that each eligible veteran shall be en- 
titled to the education and training provided in the act and subject to 
its terms. 


Section 1911. Duration of veteran’s education or training 


Eligible veterans will receive education and training for not more 
than 36 months. The actual amount of entitlement will be computed 
on the basis of one and a half times the duration of his service on active 
duty between January 31, 1955, and July 1, 1963. However, a person 
on active duty on June 30, 1963, may continue to accrue entitlement 
on the basis of service after that date until his first discharge or release 
thereafter. No entitlement will accrue for any period in which the 
veteran was assigned to a civilian institution for a course of education 
or training which is substantially the same as civilian courses, served 
as a cadet or midshipman at one of the service academies, or for any 
period of active duty from which the veteran derived entitlement 
under the Korean program. The maximum entitlement of 36 months 
will be reduced by any period of education or training previously re- 
ceived under either the World War II or the Korean readjustment pro- 
grams, war orphans’ schooling, or vocational rehabilitation training 
previously received as a disabled veteran. 

Subsection (b) of this section provides that in the case of an eligible 
veteran enrolled in an educational institution regularly operated on 
the quarter or semester system if his period of entitlement ends during 
a quarter or semester and after a major part thereof has expired, such 
entitlement shall be extended to the termination of such unexpired 
quarter or semester. In cases of veterans enrolled in educational 
institutions not operated on the quarter or semester system, wherever 
the period of entitlement ends after a major portion of the course is 
completed, such entitlement may be extended to the end of the course 
or for 9 weeks, whichever is the lesser period. 

Subsection (c) provides that correspondence training shall be 
charged against the veteran’s entitlement on the basis of one-fourth 
of the elapsed time in following such a program. 


VETERANS’ READJUSTMENT ASSISTANCE ACT OF 1959 47 


SURCHAPTER III.—ENROLLMENT 


Section 1912. Commencement; time limitations 


In order for a veteran to receive education or training assistance, 
he must initiate his program within 3 vears after his diseciarge or 
release from active duty. However, in recognition of the fact that 
more than 4 vears have passed since the termination of the Korean 
conflict period, a special provision is included with respect to persons 
discharged before the date of enactment of the bill allowing them to 
measure their 3-year delimiting period from such date of enactment. 
Following the pattern of Public Law 85-807, if a person is unable to 
initiate a program within the prescribed time because he is given a 
discharge under dishonorable conditions and this is corrected by com- 
petent authority, he may have additional time after the discharge was 
corrected in which to commence a program. 

Subsection (b) prescribes that on and after the delimiting date by 
which the veteran must initiate his program an eligible veteran must 
pursue his training continuously until completion, except for condi- 
tions found by the Administrator to be beyond his control or for sus- 
pensions of not more than 12 consecutive months. 

Subsection (c) specifies that for the purpose of computing the de- 
limiting periods for commencing and completing a program, a veteran’s 
date of discharge shall be the date of his discharge or release from his 
last period of active duty which began before July 1, 1963. There 
is an important new qualification to this principle. In order that 
career personnel will not lose any educational entitlements which they 
may have earned, it is provided that such last period of active duty will 
not be regarded as terminated for the purpose of computing the 3- 
and 8-year delimiting periods by any discharge or release followed by 
a break in active duty status of not more than 90 days prior to re- 
enlistment or reentry. 


Section 1913. Expiration of all education and training 


A veteran must complete his program by the date 8 years after his 
discharge or release from active duty, or 8 years after the enactment 
of the bill, whichever is later. A special provision permits a veteran 
who is permitted to make a delayed initiation because of an improper 
type discharge, later corrected, to pursue his program for not more 
than 5 years thereafter. 

There is a general overall terminal date for the program of June 30, 
1973; except for career personnel who continue in military service 
with breaks in service of 90 days or less. They may commence train- 
ing within 3 years after their first separation which is not followed by 
a reenlistment or reentry in 90 days or le~s and may pursue education 
or training until 8 years after that separation. 


Section 1920. Selection of program 


Subject to certain provisions designed to prevent abuses, the selec- 
tion of the program of education or training and the selection of the 
educational institution or training establishment is discretionary with 
the eligible veteran. The veteran may only train in a foreign country 
at approved educational institutions of higher learning, and the 
Administrator is authorized to deny or discontinue the enrollment of 
any veteran in a foreign educational institution if he finds that such 
enrollment is not in the best interests of the veteran or the Govern- 
ment. 
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Section 1921. Applications; approval 


In order to receive the benefits of the new program the eligible 
veteran is required to submit an application to the Administrator. 
The Administrator must approve such application unless he finds that 
the veteran is not eligible for the benefit, has already qualified by 
reason of previous education or training for the objective for which 
he now wishes to train, or the program of education or training itself 
fails to meet the requirements of the program. 


Section 1922. Change of program 


The veteran is authorized to make one change in his program of 
education or training. Prior to the delimiting date for initiating a 
program, there are no additional restrictions upon the program to 
which the veteran wishes to change beyond those applicable to an 
original selection. However, if the veteran delays changing his pro- 
gram until after the delimiting date, he may only make such change 
if the Administrator finds that either the new program is a normal 
progression from the first, or that the veteran unavoidably is not 
making satisfactory progress in his present program and that the new 
program is more in keeping with his aptitudes or previous training. 

This section contains a subsection (c) which is not present in the 
Korean GI educational program but which would have been made 
applicable to that program by S. 4031, 85th Congress, which passed 
the Senate on August 14, 1958, but was not acted on by the House. 
This provision will eliminate an undesirable situation which some- 
times occurs under the existing program by providing that a change 
from the pursuit of one program to the pursuit of another where the 
first is prerequisite to, or generally required for, entrance into the 
pursuit of the second will be considered a continuation of his original 
program rather than a change to a new program. 


Section 1923. Disapproval of enrollment in certain courses 


Two safeguards which have proved their value under the Korean 
program are made applicable to the new program. These are the 
prohibition against avocational and recreational training, and the 
requirement that at least a 15 percent nonveteran enrollment must 
be maintained before the enrollment of additional veteran trainees 
may be approved in nonaccredited courses. The latter provision, 
together with the requirements of section 1925, is designed to afford 
assurance that nonaccredited courses below the college level must 
prove themselves by attracting nonveteran students who are willing 
to pay their own money for the instruction furnished. 


Section 1924. Discontinuance for unsatisfactory progress 


The Administrator is required to discontinue the education and 
training allowance for a veteran if he finds that the veteran’s conduct 
or progress is unsatisfactory according to the regularly prescribed 
standards and practices of the school or training establishment. 


Section 1925. Period of operation for approval 


With certain exceptions, an eligible veteran may not receive the 
benefits of this progrnm when enrolled in a course which has been in 
operation for less than 2 years. The principal exceptions are courses 
offered by public schools and by institutions of higher learning. 
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Section 1926. Institutions listed by Attorney General 


No benefits may be paid under the program to any veteran for 
training received in an educational institution or training establish- 
ment which is listed by the Attorney General under section 3 of part 
III of Executive Order 9835, as amended—the so-called subversive 
list. 


SUBCHAPTER IV-—-PAYMENTS TO VETERANS 






Section 1931. Education and training allowance 


Like the Korean GI educational program, the benefits of this bill 
consist of education and training allowances paid in arrears to the 
veteran upon the receipt by the Administrator of certification by the 
veteran and the educational institution or training establishment that 
the veteran had pursued his course in the prescribed manner. The 
bill provides that so far as practicable the allowances will be paid 
within 20 days after receipt by the Administrator of the required 
certifications. 


Section 19382. Computation of education and training allowances 


Education and training allowances would be payable as shown on 
the following table: 


TABLE 12.—Education and training allowances under S. 1138 





No depend- | 1 dependent 2 or more 


dependents 









paladin pind anealatipindiiedtateatamn dinate 110 160 

DECIDING. < nbn doce ccesbenctencanandtessseusneeusemibanintinnna 80 100 120 

J  —_—aeeeenees a 50 60 80 
Less than 44-time. «) ® @ 

Combination training-. 90 110 130 

On-job training ?............. od 70 85 105 

Institutional on-farm training 3... ..............-..---...<---<- 95 110 130 
Oerrespondence trathing ... .. ..caccccccecconcdesncecsscuncouses Lt) (*) ) 
PRE GEE in 0505 000n se dneeginnsseutaieenepngueaia (4) (4) (4) 

















§ Established institutional charges, or $110 tor full-time courses, whichever is less. 
2 Subject to reduction as training progresses and a ceiling of $310 per month on allowance and .ncom. rom 
productive labor performed as part of training. 

3 Subject to reduction as training progresses 

4 Established charges prorated quarterly. 75 percent of established charges: entitlement reduced by 
1 day for each $1.25. 








No education and training allowance would be payable to a veteran 
where the payment would constitute a duplication of benefits to the 
veteran from the Federal Treasury. 


Section 1933. Measurement of courses 


Standards identical with those applicable to the Korean GI pro- 

am are prescribed to be used in determining what constitutes a 
ull-time course in certain cases. The Administrator is authorized to 
prescribe what will constitute full-time training in other cases and 
what will constitute part-time training. 


Section 1934. Overcharges by educational institutions 


If an educational institution charges an eligible veteran tuition or 
fees higher than those charged other students, the Administrator may 
disapprove the institution for the enrollment of eligible veterans not 
aleady enrolled. There is an exception to this—in the case of a 
tax-supported public institution which does not have established 
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charges for tuition and fees which it requires nonresident students to 
pay, such institution may charge and receive from each eligible vet- 
eran who is a resident an amount equal to the estimated cost of 
teaching personnel and supplies for instruction attributable to such 
veteran, but in no event to exceed the rate of $10 per month for a 
full-time course. 

When an educational institution is disapproved for the enrollment 
of a veteran under this section, it is also disapproved for the enroll- 
ment of veterans under the Korean education and training program, 
for vocational rehabilitation, or for war orphans’ sc hooling. 


SUBCHAPTER V-—STATE APPROVING 


Section 1941. Designation 


The chief executive of each State is requested to create or designate 
a State department or agency as the “State approving agency” for 
his State, unless such is otherwise established by law. It is assumed 
that in most cases the chief executive would designate the department 
or agency that is presently acting as State approving agency for the 
purposes of the Korean GI education program. If a State should fail 
or decline to designate a State approving agency, the bill provides 
that the Administrator would act as the approving agency for that 
State. 
Section 1942. Approval of courses 


An eligible veteran would be able to receive the benefits of the new 
program only if he was enrolled in a course of education or training 
which is approved by the State approving agency. To avoid unneces- 
sary duplication, if a course is approved for training under the Korean 
GI program it would generally be considered approved for the pur- 
poses of the new program. 


AGENCIES 


Section 1943. Cooperation 


The necessity for cooperation between the Administrator and the 
State approving agencies under the veterans’ educational program and 
the fact that definite duties, functions, and responsibilities are con- 
ferred upon each by the bill are explicitly set forth. The Adminis- 
trator is directed to furnish the State approving agencies with copies 
of such VA informational material as may aid them in carrying out the 
new program. 


Section 1944. Use of Office of Education and other Federal agencies 


The general provisions of the Korean GI educational program for 
utilization by the Administrator of facilities and services of the 
Office of Education and other Federal departments and agencies are 
carried forward to the new program. 


Section 1945. Reimbursement of expenses 


The Administrator is authorized to reimburse States and local 
agencies for rendering necessary services in ascertaining the qualifi- 
cations of educational institutions and training establishments, for 
the supervision of such institutions and establishments, and for 
furnishing any other services he may request. 
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SUBCHAPTER VI-—-APPROVAL OF COURSES OF EDUCATION AND TRAINING 


Section 1951. Apprentice or other training on the job 
Section 1952. Institutional on-farm training 
Section 1953. Approval of accredited courses 


Section 1954. Approval of nonaccredited courses 


The standards for the approval of the types of training indicated 
by the section designations are carried forward without change from 
the Korean GI program. In each case, they prescribe minimum 
standards and procedures which must be met before the institution 
or establishment may be approved by the State approving agency or 
the Administrator, as the case may be. The State approving agency 
may prescribe additional fair and reasonable standards if deemed 
advisable. 










Section 1955. Notice of approval of courses 


The State approving agencies are required to advise educational 
institutions as to the courses which have been approved for the purpose 
of the program, with an official copy to the Administrator. 


Section 1956. Disapproval of courses and discontinuance of allowances 


The State approving agencies are directed to immediately dis- 
approve any course which fails to meet any of the requirements of 
the new program. An official notice of such disapproval must go 
to the educational institution or training establishment by certified 
or registered letter of notification. 

The Administrator is also authorized to discontinue the education 
and training allowances of a veteran if he finds that the course of 
education or training in which the veteran is enrolled fails to meet 
the requirements of the program, or if the institutional establishment 
offering the course has violated any of the provisions of the new 
program. 
























SUBCHAPTER VII—MISCELLANEOUS PROVISIONS 






Section 1961. Authority and duties of Administrator. 


Payments under the new program will be subject to audit and 
review by the General Accounting Office. 


Section 1962. Educational and vocational counseling 


The Administrator is authorized to provide educational and 
vocational counseling to eligible veterans. He is also authorized to 
make available information concerning the need for general education 
and for trained personnel in the various crafts, trades, and professions, 
utilizing the facilities of other Federal agencies for collecting such 
information to the extent practicable. 


Section 1963. Control by agencies of United States 


The prohibition against the exercise of supervision or control by 
a department or agency or officer of the United States over a State 
approving, educational, or apprenticeship agency, or over any educa- 
tional institution or training establishment, is carried forward to the 
new program. A similar provision was applicable to the World War 
II and Korean GI programs, as well as to the war orphans’ schooling. 
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Section 1964. Conflicting interests 


Strict provisions are provided to avoid situations which might 
result in a conflict of interests in the cases of VA and Office of Educa- 
tion employees, as well as those of a State approving agency. The 
Administrator, however, after reasonable notice and public hearing, 
may waive the application of these provisions if he finds that no detri- 
ment will result to the United States or to eligible veterans by reason 
of an interest or connection by such an officer or employee with an 
educational institution operated for profit. 

Section 1965. Reports by institutions 

Educational institutions and training establishments are required 
to report to the Administrator the enrollment, interruption, and 
termination of the education and training of eligible veterans. The 
Administrator is authorized to pay to educational insitutions an 
allowance at the rate of $1 per month per enrolled veteran to assist 
in defraying the expense of preparing and submitting the required 
reports and certifications 


Section 1966. Overpayments to veterans 


If the Administrator finds that an overpayment has been made to 
the veteran as the result of the willful or negligent failure of the 
educational institution or training establishment to file the required 
report, or as the result of a false certification by such educational 
institution or training establishment, the amount of the overpayment 
becomes a liability of the institution or establishment to be recovered 
in the same manner as any other debt to the United States. The 
amount so collected would be reimbursed if the overpayment is 
recovered from the veteran. 


Section 1967. [-xamanation of records 

‘he records and accounts of an educational institution or training 
establishment pertaining to veteran-trainees are to be made available 
for examination by representatives of the Government. 
Section 1968. False or misleading statements 

The Administrator ts forbidden to make payments under the new 
program to a person found by him to have willfully submitted a false 
or misleading claim. If an educational institution or training estab- 
lishment, or a veteran with the complicity of an educational institution 
or establishment, has submitted such a claim, the Administrator is 
directed to make a complete report to the appropriate State approving 
agency, and where deemed advisable, to the Attorney General. 


Section 1969. Information furnished by Federal Trade Commission 

The Federal Trade Commission is directed to keep all State approv- 
ing agencies advised of any information coming to its attention which 
would assist the agencies in carrying out their duties under the new 
program. 


Section 1970. Effective date of chapter 

The education and training provisions of the bill would become 
effective September 1, 1959. It is provided that should the bill be 
enacted thereafter, retroactive payments of education and training 
allowances will be made to eligible veterans who pursue a qualified 
program of education or training on or after that date. 
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SECTION 2 (b) AND (c) OF §. 1138 


The table of chapters at the beginning of title 38, United States 
Code, and part III of such title would each be amended to include 
the heading of the new post-Korean education and training program. 
These are purely perfecting amendments. 


SECTION 2(d) OF S. 1138 


Section 2(d) makes a number of technical amendments to various 
provisions of title 38 which are required by reason of the inclusion 
of the new education and training program, as follows: 

(1) By amending section 102(a), a potential conflict between the 
definition of dependent parent for the purpose of the new program 
and the general criteria for determining dependency of parents is 
avoided. 

(2) Section 111(a) is amended to permit the Administrator to pay 
a veteran’s necessary expenses of travel in connection with educa- 
tional and Sdathonal ecnaneiiiens in connection with the new program 
in the same manner as under the Korean GI educational program. 

(3) Section 211(a) is amended to avoid a technical conflict between 
the new section 1961, authorizing review of payments under the new 
program by the General Accounting Office, and the Administrator’s 
general finality of decision. 

(4) Section 1662 is amended to provide a statutory basis for the 
Administrator’s advising and consulting with his Advisory Committee 
for Vocational Rehabilitation and Education on matters arising under 
the new program. This Committee is composed of persons eminent 
in their respective fields of education. labor, and management, and 
of representatives of the various types of institutions and establish- 
ments which furnish education and training to veterans. This Com- 
mittee presently operates with respect to the Korean GI educational 
program, vocational rehabilitation, and war orphans’ schooling. 

(5) Section 1711 is amended to provide that the period of entitle- 
ment of a veteran to war orphans’ schooling should be reduced by 
any period of education or training received under the new program 
for post-Korean veterans in the same way as it is now reduced by 
education or training received under one of the existing veterans’ 
programs. 

(6) Section 1734 is amended to provide that if an educational 
institution is disapproved because it overcharged a war orphan 
pursuing a course, it would also be disapproved for the purpose of the 
new post-Korean program. This amendment conyplements the 
provisions of the new section 1934 which provides for disapproval 
of an institution under the War Orphans’ Act if a post-Korean 
veteran-trainee is overcharged. 

(7) This amendment applies to the new program the same pro- 
Visions with respect to effective dates of awards as applies to other 
education and training programs administered by the Veterans’ 
Administration. 

(8) Section 1611 is amended to provide for reduction in the en- 
titlement under the Korean GI education program for any period 
of education or training received under the new program. This 
complements the provisions of the new section 1911 which provides for 



















54 VETERANS’ READJUSTMENT ASSISTANCE ACT OF 1959 





reduction in entitlement for the post-Korean program for education 
and training received under the Korean GI program. 


(9) Section 1634 is amended to provide for the disapproval of an 
educational institution under the Korean GI program if it over- 
charges a trainee under the new program for post-Korean veterans. 


Again, this is a necessary complement to the provisions of the new 
section 1934. 


SECTION 2(E) OF S. 1138 


Section 12 (a) of Public Law 85-857, which saves the World War II 
education and training program from repeal with respect to a few 
specially circumstanced individuals, would be amended to prevent 
a duplication of educational benefits. While this program has largely 


expired, a limited number of individuals can train as late as January 
31, 1965. 


SECTION 3, VOCATIONAL REHABILITATION 


Basic eligibility for vocational rehabilitation on the same basis as 
it has heretofore been available for disabled veterans of World War II 
or the Korean conflict would be extended to persons in need of such 
rehabilitation as the result of a disability incurred in service between 
July 25, 1947, and June 27, 1950, or after January 31, 1955. Voca- 
tional rehabilitation training would be extended to veterans with dis- 
abilities rated as 30 percent or more on the same basis as for World 
War II and Korean conflict veterans. Such training would also be 
available to persons with disabilities rated as less than 30 percent if 
such disability is clearly shown by the veteran to have caused a 
pronounced employment handicap. It is to be especially noted that 
this program would not be limited to the period ending June 30, 1963, 
as in the case of the readjustment programs, but would become a per- 
manent program applicable equally to future periods of war and peace. 

The requirement that vocational rehabilitation may not be afforded 
beyond 9 years after the veteran’s discharge or release from service. 
which was made applicable to the Korean vocational rehabilitation 
program by Public Law 610 of the 83d Congress, would be applied 
to the new group of veterans. 

The present termination date for the program for Korean conflict 
veterans is removed. This may be a slight liberalization as to a few 
Korean conflict veterans who were not discharged until after the end 
of that conflict period and consequently had less than 9 years after 
their discharge or release to receive vocational rehabilitation, but this 
liberalization is completely equitable. 

Persons needing vocational rehabilitation for a disability incurred 
after the end of the Korean conflict, but before the date of the bill’s 
enactment, would be allowed a full 9 years after such enactment to 
receive vocational rehabilitation. 

In certain hardship cases, each of the 9-year periods referred to in 
the foregoing paragraphs may be extended ‘by 4 years. 

The remaining subparagraphs of section 3 makes certain technical 


perfections necessitated by the extension of the program to post- 
Korean veterans. 
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SECTION 4, HOME AND FARM LOAN ASSISTANCE 


A veteran who served on active duty between January 31, 1955, 
and July 1, 1963, would be made eligible for certain benefits of the GI 
loan program if his total service was for a period of more than 180 
days or if he was discharged from service, some part of which occurred 
during the eligibility period, for a service-connected disability. The 
benefits which would be authorized would be the guarantee of home 
and farm loans, as well as loans to refinance certain types of delinquent 
indebtedness. The program of direct loans to veterans in housing 
credit shortage areas would also be made available to the new group. 

To avoid duplication of benefits, no veteran would be eligible for 
a loan guarantee as the result of post-Korean service so long as he 
is eligible for GI loan benefits derived from service during either 
World War II or the Korean conflict. After the time for utilizing 
the World War II or Korean entitlement has expired, such a vet- 
eran, if also eligible for the new benefit by service after January 31, 
1955, could qualify for the benefits of the new program, but only to 
the extent that he had not used his entitlement under the earlier 
programs. 

As in the case of the education and training program, the benefits 
under the new GI loan program shall not be afforded to any indi- 
vidual on account of service as a commissioned officer in the Coast 
and Geodetic Survey or the Regular or Reserve Corps of the Public 
Health Service. 

Loans may be guaranteed under the new program if made before 
July 1, 1973. This follows the pattern applicable to the Korean 
program and provides 10 years after the end of the basic service 
period for utilization of the benefit. An additional period of not 
to exceed 1 year would be allowed for disbursement of the loan if 
a loan report or application for loan guarantee is received by the 
Administrator before July 1, 1973 

The direct loan program, which has always existed on a temporary 
basis, would not be extended for any additional period of time beyond 
that currently authorized for veterans of World War II and the Korean 
conflict. The current expiration date for the direct loan program 
is July 25, 1960. No additional direct loan funds would be authorized. 

A distinctive feature of the program for post-Korean veterans is 
that such veterans must pay a fee not exceeding one-half of 1 percent 
of the total loan amount to the Administrator as a prerequisite for 
guaranteeing or making a loan under the new program. ‘These 
fees, together with all other moneys received under the program, 
including those from the management or sale of properties, or the 
liquidation of any security acquired under the guarantee program, 
are to be deposited in a mortgage guarantee fund which is to be 
available for the payment of guarantees and for other transactions 
arising from the guarantee of loans. To protect the lender, however, 
it is provided that if the balance in the fund at any time is insufficient 
to carry out the provisions of the chapter with respect to guarantee 
transactions, the Administrator shall use funds appropriated to the 
Veterans’ Administration under the heading ‘Readjustment Benefits”’ 
for such purpose on a reimbursable basis to the extent practical. 

Other provisions in this section provide necessary authority for 
the management of the fund and for its orderly termination at the 
time the program ends. 
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DEPARTMENTAL REPORTS 





VETERANS’ ADMINISTRATION, 


Washington. D.C., March 24, 1959. 
Hon. Lister Hitt, 


Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington. D.C. 


Dear Senator Hitt: The following comments are furnished in 
response to your request for a report by the Veterans’ Administration 
on S. 1138, 86th Congress, which, if enacted, would be cited as the 
“‘Veterans’ Readjustment Assistance Act of 1959.” 

S. 1138 has two related but distinct purposes. It would provide 
several readjustment benefits for persons serving in the Armed Forces 
between the end of the Korean conflict period and July 1, 1963, namely, 
education and training, home and farm loan guarantees and direct 
loans, and mustering-out pay. These benefits would be patterned 
after those provided for Korean veterans by the Veterans’ Readjust- 
ment Assistance Act of 1952. The proposed terminal date of July 1, 
1963, would coincide with the date specified in pending levislation to 
extend the authority to induct individuals into the Armed Forces for 
training and service under the Universal Military Training and 
Service Act. Secondly. S. 1138 would extend vocational rehabilita- 
tion benefits as now provided for disabled veterans of World War II 
and the Korean conflict to veterans in need thereof to overcome 
the employment handicap of a disability arising from service after 
the end of the Korean conflict period. Vocational rehabilitation 
would become a permanent program and not limited to those serving 
during the post-Korean induction period. 


READJUSTMENT BENEFITS 





Section 2 of the bill would establish, as a chapter 40 of title 38, 
United States Code, a separate education and training program for 
the post-Korean veteran group. The new program, however, would 
in all essentials be identical with that provided for Korean veterans 
(ch. 33 of title 38). With minor exceptions, the variations are either 
purely matters of form or necessary technical changes to adapt the 
provisions to the new service group and to insure against overlaps 
between the new program and existing programs for the World War II 
and Korean groups. 

Very briefly, under the bill a post-Korean veteran could receive 
monetary assistance in pursuing a program of education or training 
for a period equal to one and a half times his active duty during the 
specified eligibility period (including in the case of a veteran on active 
duty on the last day of the period his continuous service thereafter), 
but in no event may he accrue more than 36 months, training entitle- 
ment. Persons who had acquired eligibility for education or training 
assistance from the Government by reason of their World War II 
or Korean conflict service or who had qualified for similar assistance 
under the war orphans’ educational assistance program would be 
eligible for the new benefit, but the period of entitlement would be 
reduced by an amount equivalent to that which they had received 
under one of the other programs. 

Permissible types of education and training would cover the full 
range available to Korean veterans, including college and school 
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training, on-job and on-farm training, as well as correspondence 
courses. An example of the assistance provided is the case of a vet- 
eran with two dependents pursuing a school course on a full-time basis 
who would receive an education and training allowance of $160 per 
month, or a total maximum assistance of $5,760. After his discharge 
or release from induction period service, an eligible veteran would 
have 3 years to commence, and 8 years to complete his program. A 
veteran discharged or released before the date of the bill’s enactment 
could measure these 3- and 8-year periods from such date of enact- 
ment. No education or training could be afforded after June 30, 
1973. 

We note that the proposed section 1922 contains text identical 
with that which tet have been added to the comparable require- 
ments of the Korean Readjustment Act by S. 4031, 85th Congress, 
as reported by your committee and passed by the Senate at the end of 
the last Congress. We recommend favorable consideration of S. 4031, 
since it made a slight, but desirable, liberalization of the conditions 
under which a veteran trainee might change his program of education 
or training. 

Section 4 of the bill would provide home and farm loan guarantee 
benefits to persons who served during the post-Korean induction 

eriod which would be similar to the benefit now available to World 
Var Il and Korean veterans. They would also be eligible for direct 
loans under the same conditions as are applicable to the World War II 
and the Korean groups, subject, however, to the existing cutoff date 
of July 25, 1960. Veterans of World War II or Korean service who 
serve during the specified post-Korean period would be eligible for 
the new benefits, but only to the extent of their unused World War LI 
or Korean service entitlement. 

Under this proposal loans could be guaranteed until July 1, 1973, 
with an additional year authorized for processing those loan applica- 
tions received prior to the terminal date. Payment of a fee by the 
veteran of not over one-half percent of the loan amount would be a 

rerequisite for the guarantee of the loan or the making of a direct 
oan. The fees received by the Administrator would be placed in a 
mortgage guarantee fund to be used for the payment of claims, 
expenses, and losses arising our of guarantee transactions under the 
propeend program. ‘The Administrator could use funds appropriated 
or readjustment benefits if the fund balance at any time is insufficient 
for this purpose, subject to reimbuisement if and when practicable. 
Moneys in the fund could be invested in obligations issued or guaran- 
teed by the Federal Government. 

In passing, we note that veterans whose entire period of service 
occurred after World War II and prior to the Korean conflict, that is, 
between July 25, 1947, and June 27, 1950, would not be eligible under 
the proposed extension of loan benefits. Since this benefit will 
remain available for World War II veterans until July 25, 1960, the 
basis for such exclusion is not readily apparent. 

Section 5 of the bill would extend a modified mustering-out payment 
ee to the post-Korean group. This program is administered 

y the service departments rather than the Veterans’ Administration, 
and we assume you will look to the Department of Defense, both for 
detailed comments and for recommendations with respect to this 
section of the measure. 
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The underlying purpose of education and training, loan guarantees, 
and the other readjustment benefits was to aid veterans whose normal 
activities had been seriously disrupted by wartime military service in 
their return to civilian life. Servicemen who entered the Armed 
Forces after the end of the Korean conflict period are entitled to death 
and disability compensation benefits, hospitalization and medical 
care for service-connected illnesses, and special term national service 
life insurance if they are disabled as a result of their service. In 
addition, unemployment compensation, which was one of the readjust- 
ment benefits afforded the Korean group by the Veterans’ Readjust- 
ment Assistance Act of 1952, is now available to post-Korean veterans 
on a permanent basis pursuant to Public Law 85-848. Whether or 
not additional readjustment benefits in the form of education and 
training and preferential loan assistance should also be extended to 
veterans who serve during the period of the peacetime draft involves 
a determination of basic policy. 

In considering this matter, the committee will recognize that except 
for actual disability the hazards and other handicaps of wartime serv- 
ice are not present to the same extent during peacetime. The specific 
period of peacetime service is generally of shorter duration and is 
known in advance and, we understand, present selective service poli- 
cies are designed to promote a reasonable integration of schooling 
plans with military service. Hence, the individuals affected are 
afforded a better opportunity of anticipating the interruption of 
civilian life and consequently of making the necessary arrangements 
for minimizing the impact. Moreover, the element of mass demobili- 
zation, such as existed at the end of World War II, is not present and 
the civilian economy is, in general, able to absorb these young men 
upon discharge. With respect to the loan program, we note that 
present servicemen at discharge are normally well below the usual 
home-buying age for the general population and their service does not 
present a substantial obstacle to the acquisition of a home at the 
time they are ready to enter the housing market. 

These extensive readjustment benefits should only be afforded if 
there is a clear showing of their necessity to enable present-day service- 
men to make a satisfactory return to their civilian pursuits. These 
benefits, particularly education and training, are extremely costly, 
and their impact upon the current efforts to achieve a balanced Federal 
budget would be great. I do not believe that under present circum- 
stances there is sufficient justification for legislation of this far-reaching 
character in behalf of veterans who have sustained no disablement in 
service. 




























VOCATIONAL REHABILITATION 


In addition to the readjustment benefits heretofore discussed, the 
bill (sec. 3) would amend chapter 31 of title 38, United States Code, 
to extend the existing vocational rehabilitation program to persons 
disabled as a result of service after January 31, 1955, on the same basis 
as the program has been available for veterans of World War II and 
the Korean conflict. It is, therefore, similar in purpose to S. 4213, 
85th Congress, upon which I favorably reported to your committee 
on August 4, 1958, and which, with amendments, passed the Senate 
on August 18, 1958. 
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Vocational rehabilitation for disabled veterans has proved to be 
extremely worthwhile, not only to the veterans themselves, but to the 
Nation as a whole in enabling persons disabled by their service to 
become self-sustaining. I wholeheartediy endorse the principle of 
extending it to the peacetime group as a permanent program to go 
hand in hand with our program of disability compensation. I would 
like to suggest for the consideration of the committee, however, the 
desirability of amending the text of the bill to assure that the program 
so extended will be sound, and limited to those who present a clear 
case of need for this special type of assistance. 

In reporting to your committee last year on S. 4213 which, as intro- 
duced, would have provided the benefit only to those disabled by their 
service to the degree of 30 percent or more, I pointed out that there 
would be some individuals who, although their disability was rated 
for compensation purposes at less than 30 percent, would have as 
much need for vocational rehabilitation as those with higher rated 
disabilities. At that time I suggested that it might be well to extend 
the program to all persons needing vocational rehabilitation for a 
compensable disability; that is, a disability rated 10 percent or more. 
This approach was accepted bv the committee in connection with 
that bill and is represented by the text of section 3 of the instant bill. 
After further careful study, we now believe that it would be desirable 
to emphasize that those persons with lesser rated disabilities should 
only receive the benefit if they can show a clear need for vocational 
rehabilitation, without benefit of the presumptions which are appro- 
priately applie -d to those with more serious disabilities and which have 
been applied generally to the wartime disabled groups. 

I therefore suggest that the language of the bill commencing at 
line 23, page 51, through line 4, page 52, be amended as follows: 

““(a) Every veteran who is in need of vocational rehabilitation 
on account of a service-connected disability which is, or but for 
the receipt of retirement pav would be, compensable under 
chapter 11 of this title shall be furnished such vocational rehabili- 
tation as may be prescribed by the Administrator, if such disa- 
bility— 

(1) arose out of service during World War II or the Korean 
conflict; or 

““(2) arose out of service after January 31, 1955, and is 
rated for compensation purposes as 30 per centum or more, 
or if less than 30 per centum is clearly shown to have caused 
a pronounced employment handicap.” 

If amended as suggested, section 3 of the bill would be consistent 
with the recommendation made by the President in his budget message 
of January 19 to the Congress, in which he recommended that “ 
proved rehabilitation services should be provided for those few peace- 
time ex-servicemen with substantial service-connected disabilities. 

The committee mav also wish to consider further amending the bill 
to provide the benefit to those individuals disabled by reason of service 
between July 25, 1947, and June 27, 1950. There seems to be no real 
reason to exclude those few individuals disabled during that period 
who may still need and be able to benefit from this type of assistance. 
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ESTIMATES OF COST 


For education and training 





Monthly | Cost of direct 


average benefits 
trainees 
Fiscal year— | 

SUUELA Hp cdhnncncduncuebsbcedensctcaussattbudhabbscdicnésaededids 70, 000 $93, 000, 000 
SUD i: iin dbdinbebbenntsthhatnnbeensnadnabetshetteenamnaatameesees 246, 000 327, 000, 000 
Si ik6:smnadbiitinnteadliandddattenmemmernemediniiioimeaeinanineaaanmmaaimeeaee 329, 000 437, 000, 000 
ilk.nddeddéadinnincbovndtinackddccesbdaedidbadiicaoatdtheiehtas 375, 000 498, 000, 000 
i eee ria cal ciel ian ti at a attain tcl taicta iinet eee te ieee 381, 000 506, 000, 000 
Fcc bso ctuh nad lannndbiccnsgsendubcbasieedvbeniblsesmaanas 379, 000 504, 000, 000 


Administrative cost would be about 4 percent of direct benefits cost. 

Fiscal year 1964 would be the peak year. After that the annual cost 
should decline, based on the elivibility period of February 1, 1955, 
through June 30, 1963. 


For home and farm loans 


The cost to the Government of the proposed extension of the loan 
guarantee benefits is not subject to precise estimate. It is quite 
problematical whether a one-half of 1 percent fee (the maximum 
permitted by the bill) would be adequate for offsetting the expenses 
resulting from claims under the guarantee and the subsequent ex- 
penses which might result from acquisition of properties, their man- 
agement and sale. To the extent that the mortgage guarantee fund, 
which would be derived primarily from such fees, proved inadequate 
to meet these expenses, they would be paid out of appropriated funds. 
No additional direct loan funds would be provided by the bill beyond 
those which will be available under present law for the World War II 
and Korean veterans. Hence, no additional direct loans would be 
authorized, but there would be an increased demand for the limited 
amount of direct loan money available. 

If the number of entries into the Armed Forces continues at approxi- 
mately the present rate, we estimate that from 3 million to 4 million 
veterans will become eligible for the loan benefits of the bill. Of this 
number, we would estimate that from 1 million to 1,250,000 veterans 
would use the benefit and obtain guaranteed loans at an estimated 
administrative expense, to be borne out of appropriations, of from 
$40 million to $50 million. 


For vocational rehabilitation 





As proposed | If sec. 3 is 
by sec. 30f | amended as 
the bill peopesed by 

A 


Fiscal year: 
1960 
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Administrative costs, including counselling and beneficiary travel, 
would approximate one-sixth of the direct benefit cost. 

The foregoing estimates assume that vocational rehabilitation is 
extended but that an education or training benefit would not be avail- 
able to post-Korean veterans. If education and training is generally 
available to the post-Korean group as a readjustment benefit, the fore- 
going estimates should be reduced by approximately one-half on the 
assumption that approximately 50 percent of the potential eligible 
disabled veterans will for one reason or another elect to take train- 
ing under the readjustment program rather than the rehabilitation 
program. 


SUMMARY OF VA POSITION 


For the reasons stated, I do not believe that present circumstances 
justify providing special types of education and training and loan as- 
sistance which would be afforded by sections 2 and 4 of this bill, and 
accordingly I am unable to recommend favorable consideration of 
these features of S. 1138 by your committee. I defer to the Depart- 
ment of Defense with respect to mustering-out payments. However, 
I strongly favor the enactment of section 3 of the bill to provide voca- 
tional rehabilitation for peacetime veterans if the eligibility criteria 
are modified as we have suggested in connection with the detailed 
discussion of this provision of the bill. 

Advice has been received from the Bureau of the Budget that there 
is no objection to the presentation of this report and that sections 2, 
4, and 5 of S. 1138 would not be in accord with the program of the 
President. The Bureau further advised that it favors enactment of 
section 3 of the bill if modified as suggested in this report. 

Sincerely yours, 
Sumner G. Wairttier, Administrator. 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupDGET, 


Washington, D.C., March 24, 1959. 
Hon. Lister Hi11, 


Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 


My Dear Mr. Cuarrman: This is in reply to your letter of March 
3, 1959, requesting views of the Bureau of the Budget on S. 1138, a 
bill to provide readjustment assistance to veterans who serve in the 
Armed Forces between January 31, 1955 and July 1, 1963. 

We believe that three basic principles should guide the determination 
of benefits to be provided for ex-servicemen who entered the Armed 
Forces after January 31, 1955. First, these benefits must meet the 
real needs of ex-servicemen for readjustment or other assistance. 
Second, since these benefits may well assume the nature of perma- 
nently established programs, they should be carefully coordinated 
with other related social and economic programs of the Government. 
Third, in view of the continuing requirement for strong, effective 
Armed Forces, a sound veterans’ program must be consistent with 
military recruitment and personnel retention policies. 


59004°--59 = S. Rept., 86-1, vol. 4 35 
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The Government’s obligation to provide readjustment assistance to 
ex-service men should be related to speciai needs which resuit directly 
from military service and which are not met by other means. It is 
believed that these benefits should be especially designed to meet the 
needs of the future rather than merely continuing programs previously 
employed under specific postwar conditions. With the exception of 
nuctual disability, the handicaps resulting from peacetime service are 
less extensive than the problems associated with wartime service. 
Therefore a more limited structure of benefits is appropriate. In 
addition to reduced hazards, and shorter specific periods of service, 
peacetime service does not interpose itself in the personal, educ ational, 
and career plans of individuals with the drastic and preemptory 
conditions which obtain in wartime. 

Among the major readjustment benefits which would be provided 
under S. 1138 are education and training. Since liability for induction 
at specified ages will be a constant factor during the period covered 
by the bill, military service can be incorporated in individual plans 
well in advance. Selective service policies now promote reasonable 
integration of schooling with military service. In addition, peace- 
time military service offers wide opportunities for off'duty education 
and training. The demand for skilled personnel in the Armed Forces 
also has increased the scope of onduty training, and many of the 
skills thus developed are highly transferable to civilian occupations. 
As a result of all these factors, it is believed that peacetime service 
does not create serious educational inequities. 

Extension of special educational benefits to peacetime veterans has 
frequently been urged as a means of fulfilling this country’s growing 
need for more highly skilled personnel. In this connection, it is 
noted that the 85th Congress enacted the National Defense Education 
Act which provides a general program of assistance and encourage- 
ment to the youth of our country in the field of higher education. 

Loan guarantee benefits would also be provided under this bill. 
However, peacetime military service normally does not constitute a 
bar to purchase of a home at a reasonable age. Return to civilian 
life is at an earlier age than for the veterans of World War II. At 
discharge, peacetime servicemen are well below the usual home-buying 
age for the general population. Considering the other relatively 
favorable circumstances of peacetime service, discussed earlier, the 
peacetime veteran will be sufficiently readjusted to compete on a par 
with other civilians by the time he enters the housing market. It 
should also be noted that the supply of housing in relation to demand 
is much more favorable than after World War II and regular FHA 
mortgage terms are considerably more liberal. If at the pertinent 
age peacetime veterans and nonveterans are equally capable of 
purchasing homes, any future changes in Government-regulated 
mortgage terms should apply to all on the same basis. This would 
be not only an equitable but also an effective housing policy. 

Mustering-out pay for peacetime servicemen appears to be un- 
necessary in view of improved military pay scales, liberal leave allow- 
ances, and other benefits. In addition, unemployment compensation 
is now available to post-Korean veterans on a permanent basis. 

S. 1138 would provide vocational rehabilitation, an objective which 
the President recommended in his budget message. The Admin- 
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istrator of Veterans’ Affairs, in his report on S. 1138, suggests the 
bill be amended to make it consistent with the recommendation that 
“improved rehabilitation services should be provided for those few 
peacetime ex-servicemen with substantial service-connected dis- 
abilities. 

The relationship of the proposed educational and loan benefits to 
more general programs should be given careful consideration. In the 
absence of overriding necessity for special aid to ex-servicemen, the 
Government’s educational and housing policies will be more effectively 
implemented through unified programs which can be readily adapted to 
changing conditions in the interest of the whole country. Duplicate 
programs result in waste of resources, slower service, and unequal 
treatment of similar needs. 

Another factor to be considered in the proposed extension of the 
educational, loan, and mustering-out benefits is the possible adverse 
effect on our military forces. Effective use of modern weapons and 
military equipment requires prolonged training, often extending 
throughout a full tour of duty. Our Armed Forces currently face 
serious difficulty in retaining the highly skilled personnel essential to 
our national security. The national interest, therefore, requires con- 
tinued emphasis on military personnel polici: s which encourage fully 
trained men to remain in service. It would be inconsistent with this 
vital objective to offer at the same time, a series of post-discharge 
benefits of unestablished essentiality which tend to discourage con- 
tinuation of service careers. 

Accordingly, except for the vocational rehabilitation provision as 
noted above, enactment of S. 1138 would not be in accord with the 
program of the President. 

Sincerely yours, 
Puiturr S. HuGues, 
Assistant Director for Legislative Reference. 


DEPARTMENT OF THE AIR Force, 
OFFICE OF THE SECRETARY, 
Washington, April 20, 1959. 
Hon. Lister HI, 
Chairman, Committee on Labor and Public Welfare, 


U.S. Senate. 


Dear Mr. CrarrMan: I refer to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to 
S. 1138, a bill to provide readjustment assistance to veterans who 
serve in the Armed Forces between January 31, 1955, and July 1, 
1963. The Secretary of Defense has assigned to the Department of 
the Air Force the responsibility for providing your committee with a 
report on this legislation on behalf of the Department of Defense. 

The purpose of S. 1138 is to extend from January 31, 1955, until 
July 1, 1963, the period during which personnel in military service 
can establish eligibility for certain benefits provided by the Veterans’ 
Readjustment Assistance Act of 1952 (now codified in title 38, United 
States Code). S. 667 and S. 714 are similar bills which were introduced 
in the 85th Chios: 

The question of providing benefits of the type contemplated by 
S. 1138 to peacetime veterans of the military service was one of the 
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major topics of consideration of the President’s Commission on Vet- 
erans’ Pensions, established in 1955 with Gen. Omar N. Bradley as 
Chairman. That Commission in its final report to the President on 
April 23, 1956, concluded that, in view of the changed character of 
our national military responsibilities for the foreseeable future, peace- 
time veterans should not be provided benefits such as were provided 
to veterans of World War II and the Korean conflict. 

The primary reason for offering postservice assistance to the vet- 
erans of World War II and the Korean conflict was to assist them in 
making the transition from a period of military service in time of war 
or national emergency to civilian life. The Department of Defense 
believes that to apply this same reasoning to personnel now in service 
leads to the inference that service in the Armed Forces is something 
abnormal and undesirable for which a man deserves rehabilitation or 
extra privileges, and, to that extent, tends to stigmatize a career in 
the Armed Forces. 

The Department of Defense recognizes that S. 1138 involves ques- 
tions of broad national policy beyond the scope of the Department 
of Defense. However, it must be pointed out that proposals of this 
nature have a very definite effect on the ability of the Armed Forces 
to retain qualified personnel. Programs of educational and vocational 
assistance encourage personnel to leave military service immediately 
after accruing the maximum benefits which can be gained. This re- 
sults in a serious handicap to the Armed Forces in their efforts to at- 
tract and retain qualified personnel on a career basis. The Depart- 
ment of Defense has emphasized before that the maintenance of a 
force-in-being of sufficient strength to assure the peace and security 
of the Nation without unreasonable expenditures of funds requires 
that a large percentage of personnel who volunteer for service in the 
Armed Forces remain there on a long-term basis. 

Despite all of the best efforts of the Armed Forces themselves and 
despite the enactment by the Congress of legislation designed to in- 
crease the attractiveness of a career in the Armed Forces, retention of 
personnel remains one of our most crucial problems. Enactment of 
a bill reinstituting benefits available only to the person who separates 
from the service will compromise the effectiveness of the efforts now 
being directed toward personnel retention. 

Extensive studies have been made of the reasons why personnel 
choose to leave the Armed Forces. In the Department of the Air 
Force, for example, surveys have revealed that one of the primary 
reasons for the separation of first-term airmen has been the desire 
and intention to take advantage of veterans’ educational benefits. 
Attitude surveys conducted in the Air Force during the past 4 years 
have conclusively established that 45 to 50 percent of all separatin 
first-term airmen leave the service in order to pursue courses of forma 
education. The problem is further aggravated by the fact that separa- 
tions to take advantage of educational benefits are significantly 
higher among technically qualified airmen who are most needed by 
the Air Force from the standpoint of skill and training, educational 
and mental levels, and career-field management than among airmen 
in nontechnical fields who can be more easily replaced. 

The Department of Defense provides educational opportunities 
for personnel serving on active duty. For example, the Air Force 
education services program is designed to make an Air Force career 
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more attractive, encourage airmen and officers serving on active duty 
to raise their ohutbeat levels, and to fulfill the Air Force goal of a 
high school diploma or its equivalent for each airman and a college 
degree for each officer. 

he proposed extension of mustering out pay under section 5 of the 
bill would apply to all eligible personnel separated from the service 
regardless of their intentions. Since it would apply both to those 
who intend to make the service a career and those who intend to leave 
the service on a permanent basis, no beneficial effects can be visualized 
while at the same time the cost to the Military Establishment would 
be excessive. 

In view of the foregoing, the Department of the Air Force, on behalf 
of the Department of Defense, is opposed to enactment of S. 1138. 
However, should other considerations dictate the enactment of this 
or similar legislation in the interest of national welfare, the Depart- 
ment of the Air Force recommends that the final termination date for 
eligibility for educational and vocational training be extended in- 
definitely for those personnel who have remained continuously in 
the Armed Forces. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report and that enactment of sections 2, 4, 
and 5 of the bill would not be in accord with the program of the 
President. 

Sincerely yours, 
Lewis S. THompson, 
Special Assistant for Manpower, 
Personnel and Reserve Forces. 


DEPARTMENT OF HEALTH, 

EDUCATION, AND WELFARE, 
May 29, 1959. 

Hon. Lister Hi, 

Chairman, Committee on Labor and Public Welfare, 

U.S. Senate, Washington, D.C. 


Dear Mr. CHarrRMAN: This is in response to your requests of March 
6 and March 9, 1959, for reports, respectively, on S. 270, a bill to ex- 
tend the educational provisions of the Veterans’ Readjustment 
Assistance Act of 1952 until such time as existing laws authorizing 
compulsory military service cease to be effective; S. 930, a bill to 
extend educational benefits now provided for Korean conflict veterans 
to persons serving in the haa Forces after January 31, 1955, and 
before the termination of compulsory military service under existing 
laws of the United States; and S. 1138, a bill to provide readjustment 
assistance to veterans who serve in the Armed Forces between January 
31, 1955, and July 1, 1963. 

These three bills are similar in that they would amend the Veterans’ 
Readjustment Assistance Act of 1952 so as to extend the basic service 
period of eligibility for educational benefits under the act beyond the 
date of January 31, 1955, when such basic service period was termi- 
nated by Presidential proclamation. S. 270 and S. 930 would amend 
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title II of the act so as to extend the period of eligibility until such time 
as existing laws authorizing compulsory military service cease to be 
effective. S. 1138 would create a new act substantially identical to 
the 1952 act, except that the period of eligibility would be extended 
from January 31, 1955, to July 1, 1963. 

To the extent that the foregoing proposals raise questions concern- 
ing the comparability of benefits to veterans under the Veterans’ 
Readjustment Assistance Act of 1952 and related acts, and concerning 
the maintenance of an adequate supply of military manpower by the 
Defense Department, they do not fall within the competence of this 
Department. On such questions, therefore, we defer to the Veterans’ 
Administration and to the Department of Defense. Our remarks are 
confined to the educational aspects of the proposed extensions. From 
this point of view, the Department is unable to recommend enactment 
of these bills. 

The purpose of the educational benefits under the Veterans Read- 
justment Assistance Act of 1952 was to provide for ‘vocational 
readjustment and restoring lost educchionat opportunities to those 
service men and women whose educational or vocational ambitions 
have been interrupted or impeded by reason of active service in the 
Armed Forces during a period of national emergency.”” The Depart- 
ment has no information indicating that the educational or vocational 
plans of young men are at this time being unduly impeded or inter- 
rupted by reason of service in the Armed Forces. In fact, the De- 
partment of Defense states that under the Reserve Forces Act of 1955 
there are over 30 ways whereby a young man may fulfill his military 
service obligations, virtually all of which make it possible for an indi- 
vidual to complete his educational program prior to rendeiing such 
service. Also, at the present time young men are not being drafted 
below the age of 22 years, which is above the average age of those 
graduating from college. Furthermore, the regulations of selective 
service permit the deferment of military obligation on the part of 
students capable of meeting certain minimum standards as students in 
colleges or universities. 

It is the view of the Department that the educational and vocational 
needs of those subject to military service should be considered as a 
part of the much broader problem which involves the educational 
needs of all our young men and women and the national requirements 
for trained manpower. We concur with recommendation No. 54(b) 
in the final report of the President’s Commission on Veterans’ Pensions 
which states: 

“Educational benefits for ex-servicemen should not be used, on a 
long-term basis, as a means for meeting national educational needs. 
The broader national interest in adequate education, particularly at 
the higher levels, should be considered on a general basis which will 
take into account the abilities and needs of all young people, including 
ex-servicemen. Qualified ex-servicemen competing for Government 
scholarships, under any future general programs of educational 
assistance, might properly be given a reasonable preference to offset 
the handicap they would have in competing with civilians with more 
recent academic work. Factual data collected by the Commission 
in its study of special veterans’ programs may prove of value to 
agencies considering our general educational needs, such as the 
President’s Committee on Education Beyond the High School.” 
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These broader needs are being assessed continuously by this Depart- 
ment, as reflected in our recommendations for Federal action to 
strengthen higher education and to extend the opportunities of youth 
to obtain a college education. The National Defense Education Act 
of 1958 authorized programs which will materially advance both these 
objectives. Our current recommendation for a program of Federal 
support and assistance to colleges and universities for the construction 
of needed facilities, as embodied in S. 1017, now before your com- 
mittee for consideration, is also designed to strengthen higher educa- 
tion in the national interest. 

We believe that—in the absence of special considerations such as 
were created by World War II and the Korean conflict—the educa- 
tional opportunities of young men who serve in the Armed Forces are 
not impaired by such service. Accordingly, we believe that broad 
Federal programs in the field of education should be broadly con- 
ceived to serve the needs of all our young men and women and to 
strengthen education in the national interest. The proposed extension 
of eligibility for special educational benefits afforded by the Veterans’ 
Readjustment Assistance Act of 1952 would not serve this purpose. 

It should be noted that section 3 of S. 1138 would extend the present 
vocational rehabilitation program for veterans of World War II and 
the Korean conflict to individuals disabled as the result of military 
service after January 31, 1955. It is our understanding that the 
Administrator of Veterans’ Affairs has endorsed this extension in 
principle. We concur in the Administrator’s position. 

For the reasons set forth above, we recommend that S. 270, S. 930, 
and S. 1138 not be enacted. 

The Bureau of the Budget advises that enactment of these bills 
would not be in accord with the program of the President. 

Sincerely yours, 
Artuur S. FLEMMING, 
Secretary. 





SUPPLEMENTAL VIEWS OF SENATOR KENNEDY 


I concur with the majority of the committee that some forms of 
readjustment assistance to peacetime veterans are needed and that 
the Nation has an obligation to the young men and women who have 
interrupted their peacetime pursuits to serve their country. I do, 
however, have reservations about the form in which the educational 
assistance benefits provided by this bill are to be made available to 
peacetime veterans. 

I am very well aware of the pressing need in this country for well- 
educated and trained young men and women and [ have consistently 
supported Federal programs which will assist in providing the kinds 
of trained personnel which the long-term interests of the country 
demand. However, I believe that the Federal Government’s efforts 
in this regard should be broadened so as to be available to all young 
men and women in the country regardless of military service. Federa 
assistance to students, in my opinion, should be directed toward those 
men and women who show particular talent and who could, as indi- 
viduals, be expected to derive the greatest benefits from advanced 
education. The education of this group, moreover, is of particular 
importance to the Nation. A broad program of Federal assistance to 
students pursuing courses of higher education is highly desirable and 
I would firmly support it if it were to be made available to all young 
people on the basis of their ability. 

Recognizing the present need for assistance to students pursuing 
courses of higher education—veterans and nonveterans alike—I be- 
lieve that a more beneficial use could be made of Federal funds, if 
they were directed into a loan guarantee program open to all students. 
Thus for the same public expenditure, many thousands of students 
more than the number who would be assisted under this program 
program would be enabled to receive a college education. 

I believe that a loan program would better serve the national in- 
terest and would benefit thousands of young American men and women 
now denied an opportunity to develop their talents. 


Joun F. KENNEDY. 
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ADDITIONAL VIEWS OF SENATOR JAVITS 


I voted to report out the bill to get the subject before the Senate 
as I feel it should, but | reserve the right to support amendments on 
the Senate floor to perfect it. 

I feel that so long as the draft is continued, veterans’ benefits should 
be made available to those who serve in the Armed Forces to com- 
pensate for the opportunities lost or deferred at that stage of life. 
But, these benefits should be geared to the fact that military service 
at the present time is peacetime service; thus, there is reason why 
those readjustment assistance provisions should not necessarily be 
ratable with those provided for wartime veterans. For this reason, 
I joined in sponsoring the amendment proposed by the Senior Senator 
from Kentucky, Mr. Cooper, to substitute for section 2 of the bill 
regarding education subsistence payments, a loan program rather 
than the grant program provided in the measure reported by the 
committee. 

It must be emphasized in this regard that the Veterans’ Readjust- 
ment Assistance Act of 1959 is just that, legislation to assist peacetime 
veterans in readjustment to civilian life, and not an education-aid bill 
or & wartime veterans’ readjustment measure. I feel that some im- 
provement was made in the bill in committee already by striking out 
section 5 which provided for $100 mustering-out pay at a cost ranging 
between $40 and $45 million annually. 
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MINORITY VIEWS 


We, the undersigned members of the committee, are opposed to the 
passage of S. 1138. 

This bill, which would provde educational and other readjustment 
benefits to veterans of peacetime military service, represents a radical 
departure from the concept of providing veterans of wartime service 
with readjustment benefits upon their return to civilian life. In 
effect, S. 1138 would confer upon veterans whose total military service 
occurred during peacetime, benefits substantially the same as those 
granted to veterans who served during time of war. 

The hazards of war and the other handicaps, experienced by the 
veterans of World War II and Korea, are not present to the same 
degree during peacetime. The specific period of peacetime service 
is generally of shorter duration and in most cases, the veteran knows 
in advance how long his military service will last. Peacetime veterans, 
accordingly, are afforded a better opportunity of anticipating the 
interruption of civilian life and thus are in a position to make the 
necessary arrangements for minimizing the transition from civilian 
to military life. In view of the above, the peacetime veteran is able 
to adjust more readily to civilian life upon discharge than the veterans 
of World War II and Korea. 

As the title of the bill states, S. 1138 is designed to provide readjust- 
ment assistance to veterans whose military service occurred between 
January 31, 1955, the end of the Korean war, and July 1, 1963, the 
end of the draft. Inasmuch as the total military service of these 
veterans has, or will occur during peacetime, the same considerations 
do not exist for affording benefits to this group, comparable to the 
benefits afforded to wartime veterans. Readjustment assistance 
should be based therefore on a clear showing of the necessity for such 
assistance in order to enable peacetime veterans to make a satis- 
factory return to civilian life. 

With respect to the educational and vocational training provisions 
of the bill, it should be borne in mind that present selective service 
policies are designed to promote a reasonable integration of schooling 
plans with military service. The age group from which inductions 
are now being made is the 23-year-old group and selective service 
has been very lenient with respect to deferments for those individuals 
following bona fide educational and vocational training programs. 
Unlike the veterans of wartime service who were abruptly uprooted 
from civilian life and inducted into the service with little or no op- 
portunity to plan their educational future, the peacetime veteran is 
able in most cases to complete his educational or vocational training 
prior to induction. Therefore, he has little need of readjustment 
assistance in regard to educational and vocational training. 

Another feature of the bill would provide loan guaranty assistance 
to veterans for the purchase of homes and farms. It was pointed out 
in the report filed by the Veterans’ Administration that the present 
serviceman, at discharge, is normally well below the usual home- 
buying age for the general population and his service does not present 
a substantial obstacle to the acquisition of a home at the time he is 
ready to enter the housing market. The supply of housing in relation 
to demand is much more favorable than after World War II and FHA 
loans are generally available on very liberal terms, especially with 
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respect to downpayment and the term of the mortgage. Again, it 
does not appear that the peacetime veteran is in need of any readjust- 
ment assistance in the purchase of a home or farm. 

In the 85th Congress, substantial portions of the Cordiner report 
were adopted, the main purpose of which was to induce men to stay in 
the armed services, and it seems that this proposed legislation would 
be diametrically opposed to that purpose, inasmuch as it would 
encourage young men to get out of the service for the purpose of 
securing the benefits contained in the bill. The committee received 
adverse reports on this bill from the exeutive agencies interested in 
this legislation; namely, Veterans’ Administration, Department 
of Defense, Department of Health, Education, and Welfare, and 
the Bureau of the Budget. 

The only provision of the bill which we heartily endorse is the 
permanent extension of vocational rehabilitation training to veterans 
disabled as a result of service. This provision carries out the objective 
which the President recommended in his budget message earlier 
this year. Several amendments to the vocational rehabilitation 
provision, adopted by the committee, make this provision of the bill 
consistent with the recommendations suggested by the Veterans’ 
Administration. 

It should be noted in connection with the consideration of this 
legislation conferring wartime benefits upon veterans of peacetime 
service, that veterans of peacetime military service are not now, nor 
have they been entitled to pensions for non-service-connected dis- 
abilities. It has long been the established policy of the Congress to 
restrict service pensions to veterans of wars and dependents of war 
veterans. 

During past Congresses, legislation has been introduced conferring 
wartime status on veterans who served during peacetime and were 
engaged in hostilities in the Moro Province and Mindanao between 
1903 and 1914, thus giving these veterans pensions on the same basis 
as Spanish War veterans. These veterans, although serving during 
peacetime, were actually engaged in hostilities that had all the ele- 
ments, hazards, and handicaps of wartime service. Yet, President 
Roosevelt, in vetoing such a measure, stated on December 8, 1944: 


This measure would grant special benefits to a particular 
group and exclude other members of the Regular Military 
and Naval Establishments who similarly have been called 
upon, On numerous occasions, to engage in similar military 
operations in times of peace. I believe that it is sound in 
principle to abide by the official beginning and ending dates 
of wars in providing benefits, heretofore described, and feel 
that extension of the period to the Philippine Insurrection, 
beyond that established in conformity with recognized legal 
precedents, would constitute sufficient deviation from that 
principle to invite further exceptions for additional groups 
with service in military occupations, expeditions, or cam- 
paigns other than during a period of war. 


We fully subscribe to this declaration of policy and firmly believe 
that it applies equally as well to this legislation. 
Barry GOLDWATER. 
JoHN SHERMAN COOPER. 
Everett McKiniry Dirksen. 





INDIVIDUAL VIEW OF SENATOR GOLDWATER 


I am also opposed to the passage of this bill because it is not in line 
with the President’s legislative program. Moreover, frankly, I can 
see no comparison between peacetime service and wartime service 
and, therefore, I see no reason for Soe public funds to provide 


benefits to a person who is merely discharging his obligation to his 
country, without suffering any wartime risks, such as family disloca- 
tion, disruption of a business or a professional future, or death or 
injury from combat. 
Barry GOLDWATER. 
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SUPPLEMENTAL VIEWS OF SENATOR COOPER 


The purposes of S. 1138 are unquestionably good. The education 
of veterans who have served since the Korean war would contribute 
to the welfare of the Nation, as well as to their full development as 
individuals. Many educators have testified to the fact that the vet- 
erans of World War II and the Korean war who enjoyed grants under 
the GI educational programs pursued their studies with seriousness 
and ability. And it is true that those who serve in the armed services 
today are responsible for the security of the United States. 

For these reasons, it is natural that there should be a sympathetic 
response to S. 1138. Nevertheless, it is our duty to consider the bill 
in relation to the larger interests of the country and in relation to the 
interests of all of our veterans. 

Mr. Sumner Whittier, Administrator, Veterans’ Administration, in 
his report to the committee, estimated the cost of education and 
training benefits provided by S. 1138 would approximate: 

$93, 000, 000 | 1963 $498, 000, 000 
327, 000, 000 
437, 000, 000 


Mr. Whittier further reported: 


Fiscal year would be the peak year. After that the annual 
cost should decline, based on the eligibility period of Feb- 
ruary 1, 1955, through June 30, 1963. 


While S. 1138 provides that the period of eligibility for benefits 
would expire July 1, 1963, with the end of the draft, it is reasonable to 
believe that the draft will be extended, and that the programs of 
S. 1138 will become permanent, at an annual cost of $500 million. 

We must ask, if it is wise—if there are valid reasons to obligate the 
United States to such great cost. 

It is argued on behalf of the bill, that veterans serving in peace- 
time should be accorded the same treatment as those who served in 
World War IT and the Korean war. There is a distinction, in my 
view, between those who are called to serve in wartime and those who 
serve in times of peace. No definite termination of duty was possible 
for those who served in World War I and World War II, and in World 
War II many members of the armed services served beyond the 
maximum 3-year period now required of members of the services. 
Further, although it is true that many of those who served in World 
War I, World War II and the Korean war, did not leave the United 
States or serve in combat, yet they were subject to combat duty at 
any time, in the war being fought. To that extent their lives were 
subjected to danger beyond that of their fellow citizens who were not 
members of the armed services, and beyond that of members of the 
armed services since the termination of the Korean war. If hostilities 
should again occur—and we hope not—those who serve in the armed 
services would undoubtedly be made eligible for the same benefits 
which the veterans of World War II and the Korean war enjoy. 
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It is true that for the period of service, draftees and volunteers are 
away from their homes and are prevented from enjoying the normal. 
activities they might choose—an education, profession, or occupation. 
On the other hand, the physical and mental training, the opportunity 
for travel, the discipline which military service provides, the education 
in working with and leading other men, have distinct value as those 
who have been in the service know. Military duty is a high obligation 
of the citizenship of the Nation. Millions of men and women have 
given up years of their lives, and hundreds of thousands their lives, 
for the Nation. 

The bill must be considered in its relationship to the claims and 
benefits of veterans who have served the Nation in time of war. In 
1959, the Congress appropriated a total of $5,070,704,000 to the 
Veterans’ Administration for the benefit of all our veterans. Com- 
pensations and pensions totaled $3,252,500,000. Medical care totaled 
$878,377,300. At this point I note that veterans who have served 
since World War II and who are within the provisions of S. 1138 are 
entitled to many of these benefits. 

I point out that the veterans of World War I did not enjoy the 
benefits provided for the veterans of World War II and the Korean 
war. Many of them are sick and in need and it seems to me their 
claims are prior to the claims of those who serve today. 

I fear that the additional annual obligation of $500 million, made 
necessary by S. 1138, will result in increased opposition to benefits 
for wartime veterans—many of whom are sick, disabled, and in need. 

My final point is that I question an expenditure of $500 million 
when we are not certain that an expenditure of over $40 billion a 


year is adequate for the security of our country, and for the deter- 
rence of war. 

I make these comments with appreciation for the service of all those 
who are in our Armed Forces. But, they too are citizens of the 
Zoe and I believe the interest of the Nation as a whole must come 

t. 


JOHN SHERMAN COOPER. 



















CHANGES IN EXISTING LAW 


It is the opinion of the committee that, in order to expedite the 
business of the Senate, it is necessary to dispense with the require- 
ments of subsection 4 of rule XXIX of the Standing Rules of the 
Senate with respect to the new chapter 40 proposed to be added to 
title 38 of the United States Code by the bill S. 1138, and with respect 
to cross reference and other technical changes in existing law proposed 
to be made by the bill. Consequently, these proposed changes in 
existing law are not shown herein. All other changes in existing law 
made by the bill, as reported, in compliance with such subsection 4, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italic, existing law in 
which no change is proposed is shown in roman): 


TITLE 38. VETERANS’ BENEFITS 


~ 
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PART III. READJUSTMENT AND RELATED BENEFITS 
CHAPTER 31—VOCATIONAL REHABILITATION 


* 
















* 





* 


§ 1502. Basic entitlement 


[(a) Every World War II or Korean conflict veteran who has a 
service-connected disability arising out of service during World War 
II or the Korean conflict which is, or but for receipt of retirement pay 
would be, compensable under chapter 11 of this title, who is in need 
thereof on account of such disability shall be furnished such vocational 
rehabilitation as may be prescribed by the Administrator.] 

(a) Every veteran who is in need of vocational rehabilitation on account 
of a service-connected disability which is, or but for the receipt of retirement 
pay would be, compensable under chapter 11 of this title shall be furnished 
vocational rehabilitation as may be prescribed by the Administrator, vf 
such disability— 

(1) arose out of service during World War II or the Korean 
conflict; or 

(2) arose out of service either between July 25, 1947, and June 27, 
1950, or subsequent to January 31, 1955, and is rated for compensa- 
tion purposes at 30 -per centum or more, or tf less than 30 per centum 
is clearly shown to have caused a pronounced employment handicap. 

(b) Unless a longer period is prescribed by the Administrator, no 
course of vocational rehabilitation may exceed four years. 

(c) (1) Vocational rehabilitation may not be afforded after July 
25, 1960, to a veteran on account of World War II service, and may 
be afforded him after July 25, 1956, only if such veteran was prevented 
from entering, or having entered, from completing such training 
before July 26, 1956, because— 


* ~ * 
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(A) he had not timely attained, retained, or regained medical 
feasibility for training because of disability; 

(B) he had not timely met the requirement of a discharge or 
release under conditions other than Diem, but the nature 
of such discharge or release was later changed by appropriate 
authority; or 

(C) he had not timely established the existence of a compen- 
sable service-connected disability. 

[(2) Vocational rehabilitation may not be afforded a veteran on 
account of Korean conflict service— 

(A) after August 20, 1963, if he was discharged or released 
before August 20, 1954; or 

(B) after nine years following his discharge or release (but in 
no event after January 31, 1964), if he was discharged or released 
after August 19, 1954.] 

(2) Vocational rehabilitation may not be afforded a veteran on account 
of post-World War II service after nine years following his discharge or 
— except vocational rehabilitation may be afforded to any person 
untu— 

(A) August 20, 1963, if such person was discharged or released 
before August 20, 1954; or 

(B) nine years after the date of the enactment of the Veterans’ 
Readjustment Assistance Act of 1959 ¥ such person is eligible for 
vocational rehabilitation by reason of a disability arising from service 
prior to such enactment either between July 25, 1947, and June 27, 
1950, or subsequent to January 31, 1955. 

Notwithstanding the preceding provisions of this pargraph, where 
a veteran is prevented from entering, or having entered, from complet- 
ing vocational rehabilitation training, because of one of the reasons 
set forth in subparagraphs (A) through (C) of paragraph (1), such 
training may be afforded him during a period of not to exceed four 
years beyond the period otherwise applicable to him. 

[(3) Vocational rehabilitation may not be afforded outside of a State 
to a veteran on account of Korean conflict service if the veteran, at the 
time of his service during the Korean conflict, was not a citizen of the 
United States.] 

(3) Vocational rehabilitation may not be afforded outside of a State 
to a veteran on account of service after July 25, 1947, if the veteran, at the 
time of such service, was not a citizen of the United Siates. 

(d) Vocational rehabilitation may be afforded a veteran under this 
chapter on account of Korean conflict service, notwithstanding the fact 
that vocational rehabilitation, or education and training under part 
VIII of Veterans Regulation Numbered 1 (a), may have been pre- 
viously afforded him on account of World War II service. 


* * * * * * = 
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CHAPTER 37—HOME, FARM, AND BUSINESS LOANS 
SUBCHAPTER I—GENERAL 


. Definitions. 
. Basie entitlement. 
. Basic provisions relating to loan guaranty. 
. Restrictions on loans, 
. Warranties. 
SUBCHAPTER II—LOANS 


. Purchase or construction of homes. 

. Direct loans to veterans. 

. Purchase of farms and farm equipment. 

. Purchase of business property. 

. Loans to refinance delinquent indebtedness, 

. Insurance of loans. 

. Procedure on default. 

. Release from liability under guaranty. 

. Veterans who serve between January $1, 1955, and July 1, 1968. 


SUBCHAPTER III-—-ADMINISTRATIVE PROVISIONS 


. Power of Administrator. 

. Incontestability. 

. Recovery of damages. 

. Direct loan revolving fund. 

. Waiver of discharge requirements for hospitalized persons. 


Subchapter II—Loans 


* * * * * * m 


§ 1818. Veterans who served between January $1, 1955, and July 1, 
1963 


(a) Each veteran who served on active duty at any time between January 
81, 1955, and July 1, 1963, shail be eligible for the benefits of this chapter 
(except sections 1813 and 1815, and business loans under section 1814, 
of this title), subject to the provisions of this section, if his total service 
was for a period of more than 180 days, or if he was discharged or released 
from a period of active duty, any part of which occurred between Jan- 
uary 31, 1955, and July 1, 1963, for a service-connected disability. 

b) No veteran shall be eligible for benefits under this section so long 
as he is eligible under this chapter for any unused benefits derived from 
service during World War II or the Korean conflict. Any veteran who 
is eligible for benefits under this section and who has obtained benefits 
under this chapter by reason of service during World War II or the 
Korean conflict shall have his benefits under this section reduced by the 
amount of any benefits previously obtained under this chapter. Benefits 
shall not be afforded under this section to any individual on account of 
service as a commissioned officer of the Coast and Geodetic Survey, or 
the Regular or Reserve Corps of the Public Health Service. 

(c) Loans may be guaranteed under this section if made before July 1, 
1973. If aloan report or application for loan guaranty is received 
Administrator before July 1, 1973, an additional period not to exceed one 
year will be allowed for disbursement of the loan and the issuance of 
evidence of guaranty. Direct loans authorized by this section shall be 
subject to the provisions of section 1811(h) of this title. 

(d) A fee shall be collected from each veteran obtaining a loan guaranteed 
or made under this sectwwn, and no loan shall be guaranteed or made 
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under this section until the fee payable with respect to such loan has been 
collected and remitted to the Administrator. The amount of the fee shall 
be established from time to time by the Administrator, but shall in no event 
exceed one-half of 1 per centum of the total loan amount. The amount 
of the fee may be included in the loan to the veteran and paid from the 
proceeds thereof. 

(e) There is hereby created a Mortgage Guaranty Fund (hereinafter 
referred to as the “‘Fund’”’) which shall be available to the Administrator 
to carry out the provisions of this chapter with respect to all transactions 
arising from the guaranty of loans under this section. Fees collected by 
the Administrator under subsection (d) of this section shall be deposited 
in the Treasury to the credit of the Fund together with all other moneys 
received, including those from the management or sale of properties or the 
liquidation of any security acquired, as a consequence of the guaranty of 
loans under this section. 

(f) The guaranty on any loan made to a veteran which is guaranteed 
under the provisions of this section shall be payable to the holder under 
the provisions of this chapter without regard to the amount on deposit 
to the credit of the Administrator in the Fund. If the balance in the 
Fund is insufficient at any time to carry out the provisions of this chapter 
with respect to transactions arising from the guaranty of loans under 
this section, the Administrator shall use funds appropriated to the 
Veterans’ Administration under the heading of ‘Readjustment Benefits’ 
for such purpose, and sums sufficient therefor are hereby authorized to 
be appropriated. Reimbursement to the appropriation shall be made 
of the amounts thereof which may have been used by the Administrator 
for the purposes of the Fund when, and if, in the opinion of the Ad- 
ministrator the balance in the Fund is sufficiently in excess of the probable 
demands thereon to permit such reimbursement. 

(g) From time to time, but not earlier than five years after the termina- 
tion of authority to guarantee and make loans under this section, the 
Administrator shall cause to be deposited into the Treasury of the United 
States, to the credit of miscellaneous receipts, such of the moneys in such 
Fund as in his judgment are not needed for the purpose for which they 
were provided. When all claims, expenses, or foaga which may arise 
under the provisions of this chapter with respect to transactions arising 
from the guaranty of loans under this section have been paid, any balance 
remaining in the Fund shall be deposited by the Administrator with the 
Treasurer of the United States to the credit of miscellaneous receipts. 

(h) Moneys in the Fund may be invested by the Administrator from 
time to time in obligations of the United States or obligations guaranteed 
as to principal and interest by the United States. 


* * * * 





* * * 











§ 1822. Recovery of damages 


(a) Whoever knowingly makes, effects, or participates in a sale 
of any property to a veteran for a consideration in excess of the reason- 
able value of such property as determined by the Administrator, shall, 
if the veteran pays for such property in whole or in part with the 
proceeds of a loan guaranteed by the Veterans’ Administration under 
section 1810, 1812, [or 1813] 1813, or 1818 of this title, be liable for 
three times the amount of such excess consideration irrespective of 
whether such person has received any part thereof. 
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(b) Actions pursuant to the provisions of this section may be insti- 
tuted by the veteran concerned, in any United States district court, 
which court may, as a part of any judgment, award costs and reason- 
able attorneys’ fees to the successful party Lf the veteran does not 
institute an action under this section within thirty days after discover- 
ing he has overpaid. or having instituted an action shall fail diligently 
to prosecute the same, or upon request by the veteran, the Attorney 
General, in the name of the Government of the United States, may 
proceed therewith, in which event one-third of any recovery in said 
action shall be paid over to the veteran and two-thirds thereof shall 
be paid into the Treasury of the United States. 

(c) The remedy provided in this section shall be in addition to any 
and all other penalties imposed by law. 


O 








Calendar No. 512 


86TH CONGRESS SENATE REpPortT 
1st Session No. 515 


BRIDGE ACROSS THE RIO GRANDE AT EL PASO 


Juty 15, 1959.—Ordered to be printed 


Mr. Fuusricat, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany H.R. 4538] 


The Committee on Foreign Relations, to whom was referred the 
bill, H.R. 4538, authorizing El Paso County, Tex., to construct, 
maintain, and operate a bridge across the Rio Grande at or near the 
city of El] Paso, Tex., report the bill favorably, and recommend that 
it do pass. 

PURPOSE 


The purpose of the bill is stated by its title. Construction and 
operation of the bridge would be in accordance with the General 
Bridge Act of 1906 and would be subject to the approval by the 
International Boundary and Water Commission, United States and 
Mexico, and by the proper authorities of Mexico. The bill conforms 
in all respects to other such legislation. This is an original bill and 
not an extension of authority previously granted. 


COMMITTEE ACTION 


On February 4, 1959, Senator Yarborough introduced S. 922, a 
companion bill to the House measure. Both the Departments of 
State and of the Army commented favorably on the bill, the State 
Department with three proposed changes, all of which are contained 
in the House bill. The letiers referred to are as follows: 


DEPARTMENT OF STATE, 
Washington, March 20, 1959. 
Hon. J. W. Fuusricat, 
Chairman, Committee on Foreign Relations, 
U.S. Senate. 

Dear Senator Futsricat: The Department of State has received 
S. 922, concerning which the Department’s comments were requested 
in Mr. Marcy’s letter of February 7, 1959. This bill would authorize 
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E] Paso County, Tex., to construct, maintain and operate a bridge 

across the Rio Grande at or near the city of El Paso. 
While the Department has no objection to such authorization, the 

following changes on page | are suggested for the reasons stated: 

(1) that the word “River” following “Rio Grande” in the title of 
the bill and in line 5 be deleted as redundant; 

(2) that the words ‘‘the waters of” in line 6 between ‘over’ and 
“such” be deleted as being unnecessarily restrictive and possibly 
misleading; 

(3) that there be inserted after ‘‘Texas,”’ and before “in accordance” 
in line 8, the words “but east of the tract of land belonging to the 
Republic of Mexico known as ‘Cordova Island’,’”’. There exists, 
between the United States and Mexico, a dispute as.to the sovereignty 
over a portion of the land north of the Rio Grande and west of Cordova 
Island. Although, presumably, the authorities of Mexico would not 
give their approval (required by subsec. (3) of sec. 1 of the bill) to 
the construction by El Paso County of a bridge in this disputed area, 
it is considered advisable, from the standpoint of relations between 
the United States and Mexico, to limit the authorization to construc- 
tion of a bridge between points in the United States and Mexico 
where sovereignty is not in dispute. 

With the above changes, the Department would have no objection 
to the enactment of S. 922. Further, with such changes S. 922 would 
be identical with H.R. 4538 with respect to the enactment of which 
the Department is indicating that it has no objection. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Wituram B. Macomser, Jr., 
Assistant Secretary 
(For the Acting Secretary of State). 


DEPARTMENT OF THE ARMY, 
Washington, D.C., April 29, 1969. 
Hon. J. W. Fu.sricat, 

Chairman, Committee on Foreign Relations, 


U.S. Senate. 


Dear Mr. CuatrMan: Reference is made to your request for the 
views of the Department of the Army with respect to S. 922, 86th 
Congress, a bill authorizing El Paso County, Tex., to construct, 
maintain, and operate a bridge across the Rio Grande River at or 
near the city of El Paso, Tex. 

This bill would authorize El] Paso County, Tex., to construct, 
maintain and operate a bridge across the Rio Grande River at or near 
El Paso, Tex. The construction and operation of the bridge would be 
in accordance with the act of Congress approved March 23, 1906 
(34 Stat. 84), pertaining to the construction of bridges over navigable 
waters, and would be subject to approval by the International Bound- 
ary and Water Commission, United States and Mexico, and by the 
proper authorities of Mexico. 

The Department of the Army interposes no objection to the enact- 
ment of the above-mentioned bill. 
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The bill would not authorize the appropriation of Federal funds for 
construction of the bridge. 
The Bureau of the Budget advises that there is no objection to the 
submission of this report. 
Sincerely yours, 
Witser M. Brucker, 
Secretary of the Army. 





H.R. 4538 was introduced by Mr. Rutherford, February 16, 1959, 
reported to House, June 12, 1959, passed House, July 6, 1959. 

The Committee on Foreign Relations, on July 14, 1959, having 
received a letter from Senator Johnson of Texas and a statement from 
Senator Yarborough, both in favor of H.R. 4538, reported the bill 
favorably to the Senate. No Federal expenditures are authorized by 
H.R. 4538. The Committee on Foreign Relations urges the Senate 
to take prompt and favorable action on the bill. 




























APPENDIX 





(Statement by U.S. Senator Ralph Yarborough (Democrat, Texas) 
before the Senate Committee on Foreign Relations, July 14, 1959:) 

Mr. Chairman, at one time, El Paso del Norte was just a way 
station on a traveling route. Since that time, it and its sister city 
across the Rio Grande, Juarez, have grown and expanded rapidly. 
There is every indication this growth will continue, and at a more 
advanced pace. 

At this time, there are about 600,000 people in the El Paso-Juarez 
area. 

I was a resident of El Paso for 3% years and am personally familiar 
with the problems of the people there. I agree with a great many of 
the civic leaders and outstanding citizens who have advocated that 
another bridge be put across to the friendly Republic of Mexico, south 
of the Rio Grande. 

Since the opening of the improved port facilities at the Santa Fe 
Street Bridge late in 1957, the volume of inbound vehicles has in- 
creased by almost 50 percent. There has also been a sharp increase 
in the traffic going into Mexico. 

It is estimated that about 3 million vehicles would use the new 
bridge the first year and another million would be added to that the 
following year. 

The proposed site of the bridge is close to the geographical and 
population centers of El Paso. It is close to the military installations 
in the area. The city of Juarez has been growing in the same direc- 
tion. 

This bridge is being planned by farsighted public officials and com- 
munity leaders in both Texas and Mexico. It would not only break 
up the traffic jams which now plague the border crossings, but it 
could contribute also to the interchange of culture and ideas as well 
as jobs and services between friends on both sides of the border. 

The bridge will promote a finer good neighbor policy not only in 
El Paso and Juarez, but throughout the area the States of Texas and 
Chihuahua, and both Republics. 
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The city of El Paso covers 103.25 square miles, one of the larger 
corporate areas in an American city. Plenty of room is left for growth 
and expansion in this, the 75th largest city in population according 
to the U.S. census in 1950 and 47th according to the Sales Manage- 
ment “Survey of Buying Power.” It is the center of a trade territory 
covering several hundred miles. And the city’s population is growing 
at three times the national average. Retail sales have almost doubled 
in the city in the past 8 years, food sales are more than double. The 
effective buying income is estimated at over a billion dollars. 

El Paso is the largest border city and imports and exports exceed 
$118 million a year. Plus the 25,820,413 crossings from Mexico in 
1958 made it one of the busiest ports of entry in the Nation. 

Annual payrolls at the nearby military installations are in excess 
of $137 million and millions more are spent for maintenance, con- 
struction and expansion. 

Economic enterprises in the area vary from cattle and cotton produc- 
tion to oil and gas and mining. 

Construction of the new bridge would benefit the business com- 
munities of both El Paso and Juarez. In addition to the factors I 
have mentioned above, there is a large tourist trade which brings more 
economic growth and activity to the area. 

Mr. Chairman, as I have said, I know from experience that another 
crossing of the Rio Grande at El Paso and Juarez is vital to the 
economic growth of the area and to the furtherance of the fine rela- 
tions we enjoy with the Republic of Mexico. 

I heartily endorse and support this proposal and urge the committee 
to act favorably upon it. 

O 
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86TH CONGRESS t SENATE { Report 
1st Session No. 516 


PROVIDING THAT ALASKA AND HAWAII BE ELIGIBLE FOR PAR- 
TICIPATION IN THE DISTRIBUTION OF DISCRETIONARY FUNDS 
UNDER SECTION 6(B) OF THE FEDERAL AIRPORT ACT 


Juty 15, 1959.—Ordered to be printed 


Mr. Bartuiert, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 2208} 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 2208) to provide for equal treatment for the 
State of Alaska as for other States of the Union with respect to the 
allotment of funds under the Federal Airport Act, and for other 
purposes, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 


PURPOSE 


The purpose of the bill is to permit the new State of Alaska and 
the prospective State of Hawaii to be eligible to receive amounts from 
the so-called discretionary fund as provided in the Federal Airport 
Act, as amended. 

NEED FOR LEGISLATION 


Under the provisions of section 5(b) of the Federal Airport Act, 
as amended, both Alaska and Hawaii now receive, as they have in 
the past, a fixed annual allotment of Federal matching funds for 
airport development. Thus, the annual sum of $1,350,000 per year 
is allotted to Alaska and the annual sum of $750,000 to Hawaii. In 
the case of all other States, Federal matching funds are apportioned 
on the basis of an area and population formula, similar to that pro- 
vided for in the Federal Highway Act. Because of their prior Ter- 
ritorial status, however, neither Alaska nor Hawaii is eligible to 
receive any supplementary aid from the so-called discretionary fund 
which is now available for allocation by the Administrator of the 
Federal Aviation Agency for needed airport projects in the several 
States, irrespective of State boundaries. 
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The airport construction needs in both Alaska and Hawaii are 
significantly substantial. The official estimates recently published 
by the Federal Aviation Agency indicate a potential cost of $37 million 
for Alaska and $20 million for Hawaii for needed airport development 
during the next 4 years. Of all areas under our flag, Alaska is the 
most dependent upon air transportation for its normal traffic in cargo, 
mail, and passengers. Moreover, under the recently enacted Alaska 
omnibus bill, Public Law 86-70, the Federal Government has trans- 
ferred to the State of Alaska the large international airports at 
Anchorage and Fairbanks where much additional construction work is 
required to complete facilities planned for these airports which was not 
accomplished while under Federal ownership. By making both 
Alaska and Hawaii eligible for consideration for additional Federal 
matching funds, within the discretion of the Administrator of the 
Federal Aviation Agency, urgent airport needs in both areas can be 
met during the next 2 fiscal years without reducing the present ap- 
portioned funds available to the historic 48 States. 


COMMITTEE COMMENT 


The bill represents a complete substitute for the original proposal 
that Alaska receive its share of Federal matching funds on an area 
and population apportionment as all other States. To do this would 
require a reallotment of funds authorized under present law and 
ae the funds were increased substantially, 40 States would lose 
some of the funds already available to them. In order to prevent 
any single State from suffering any reduction in available Federal 
matching funds, it would be necessary to increase the present author- 
ization of $63 million annually by almost $10 million. While approv- 
ing the recently enacted 2-year extension of the Federal Airport Act, 
the President criticized the fact that the Congress failed to place 
Alaska on an apportionment basis equally with all other States and 
suggested that prompt, corrective legislation to do this was necessary. 
However, the committee wishes to note that the administration was 
not prepared to recommend any additional funds with which to treat 
Alaska as a State and yet not reduce available Federal matching 
funds for its sister States. On the contrary, the administration has 
limited its recommendation to the substitute bill which is now being 
reported and which does not add one dollar to the amounts authorized 
in the Federal Airport Act. 

The position of the administration was advanced to the committee 
by James T. Pyle, Deputy Administrator of the Federal Aviation 
Agency as follows: 


As you are aware, the subject of the Federal aid to airports 
has been a very controversial matter with both the Congress 
and the President. Although this Agency feels that Alaska 
deserves equal treatment with the other States, it is our firm 
position that there should be no increase in the total amount 
authorized under the act. In other words, the Federal Avia- 
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tion Agency does not feel that the $63 million total figure 
should be raised and therefore opposes the enactment of 
S. 2208. 


The present bill, therefore, represents, in the language of Mr. Pyle: 


an interim solution which would constitute a big step in the 
direction of treating Alaska as a State. At the same time, 
our proposal does not unduly prejudice the interests of other 
States and does not require an increase in the amounts au- 
thorized under present law. 


Moreover, the committee was advised by this administration spokes- 
man that: 


The Bureau of the Budget has indicated that passage of 
legislation with the foregoing amendment as recommended 
bv the Federal Aviation Agency would be in accordance 
with the program of the President. 


Additionally, the committee has been advised orally by both Mr. 
Pyle and the Bureau of the Budget that no objection is made to the 
inclusion of Hawaii in this substitute bill. In this manner, a similar 
situation which will confront Hawaii, upon its admission to the Union, 
can be corrected at this time. 


COMMITTEE AMENDMENTS 


S. 2208 is amended in the following manner: 

Strike all after the enacting clause and substitute in lieu thereof a 
revision of paragraph (2) of section 6(b) of the Federal Airport Act so 
as to add the words ‘Alaska and Hawaii’’ wherever the words “‘several 
States” appear therein, and to substitute the words “regardless of the 
location of such projects” for the words “regardless of the States in 
which they are located” in the first sentence thereof. 

Amend the title to read as follows: 


A bill to provide that Alaska and Hawaii be eligible for 
participation in the distribution of discretionary funds under 
section 6(b) of the Federal Airport Act. 


AGENCY COMMENTS 


The bill is recommended by the Federal Aviation Agency and is not 
opposed by the Bureau of the Budget as noted above. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXILX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black brack- 
ets, new matter is printed in italic, and existing law in which no change 
is proposed is shown in roman): 
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FreperaL Arrport Act 


DIstTRIBUTION OF Funps AVAILABLE FOR PROJECTS IN STATES 
(69 Srat. 442, 49 U.S.C. 1105) 


. Apportionment of Funds 
ec. 6(a) * * * 


Discretionary Fund 


SS eS 


(2) Such discretionary fund shall be available for such approved 
projects in the several States, A/aska and Hawaii as the Administrator 
may deem most appropriate for carrying out the national airport plan, 
regardless of the [States in which they are located] location of such 
projects. The Administrator shall give consideration, in determining 
the projects for which such fund is to be so used, to the existing airport 
facilities in the several States, Alaska and Hawaii, and to the need for 
or lack of development of airport facilities in the several States, 
Alaska and Hawaii. O 
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86TH CONGRESS } SENATE Report 
1st Session No. 517 


EXTENDING THE EXISTING AUTHORITY TO PROVIDE HOSPITAL 
AND MEDICAL CARE FOR VETERANS WHO ARE U.S. CITIZENS 
TEMPORARILY RESIDING ABROAD TO INCLUDE THOSE WITH 
PEACETIME SERVICE-INCURRED DISABILITIES 


Jury 15, 1959.—Ordered to be printed 


Mr. YarsoroveH, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany S. 1694] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 1694) to extend the existing authority to provide hospital 
and medical care for veterans who are U.S. citizens temporarily 
residing abroad to include those with peacetime service-incurred 
disabilities, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


EXPLANATION OF BILL 


The bill (S. 1694) authorizes the Administrator of Veterans’ Affairs 
to provide hospital care or medical services abroad to veterans who 
are ‘temporarily sojourning or residing abroad” and who require 
hospital care or medical treatment for peacetime service-incurred 
disabilities. Under existing law, with the exception of the Republic 
of the Philippines, hospital care and medical treatment may be fur- 
nished to veterans who are temporarily residing or sojourning abroad 
for war service-incurred disabilities only. In the Republic of the 
Philippines, the recently enacted Public Law 85-461 authorizes 
hospital and medical care for service-connected disabilities incurred 
in either peacetime or wartime service, and without regard to citizen- 
ship status or permanency of residence. 

The new authority conferred on the Administrator by S. 1694 would 
be limited to citizens of the United States, as is now the case under 
existing law with respect to wartime veterans sojourning abroad. 

Although the bill contains a reference to the ‘‘Republic of the Philip- 
pines,” the bill would not change the substance of existing law re- 
garding hospital and medical care in that country. 
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The Bureau of the Budget in reporting on this legislation noted 
that— 


Since treatment of conditions resulting from a veteran’s 
service has long been regarded as an obligation of the Federal 
Government, there appears to be little basis for distinguishing 
between service-incurred disabilities of veterans whose 
service is in peacetime and those whose service was during a 
war period insofar as hospital care and medical treatment 
are concerned. 


The Veterans’ Administration estimates that the cost of this 
legislation will be negligible, and recommends its enactment. 

The Veterans’ Administration and the Bureau of the Budget re- 
ported favorably as follows: 

Marcu 26, 1959. 
Hon. Ricuarp M. Nrxon, 
President of the Senate, 
Washington, D.C. 

Dear Mr. Presipent: There is transmitted herewith a draft of a 
bill to amend section 624 of the new title 38, United States Code, 
with the request that it be introduced in order that it may be con- 
sidered for enactment. 

The proposed bill would extend the authority of the Veterans’ 
Administration to provide hospital and medical care abroad to include 
U.S. citizens temporarily residing abroad who require hospital care 
and medical treatment for peacetime service-incurred disabilities. 
At present, hospital care and medical services may be furnished to 


eligible veterans who are U.S. citizens boonpeepenty residing or sojourn- 


ing abroad for war service-incurred disabilities only, except in the 
Republic of the Philippines. In that country, the recently enacted 
Public Law 85-461 permits hospital and medical care for all eligible 
veterans without regard to citizenship status or permanency of resi- 
dence for disabilities incurred in either peacetime or wartime service, 
and to a limited degree for non-service-connected disabilities. 

Under the World War Veterans’ Act, 1924, prior to its repeal by 
Public No. 2, 73d Congress, hospitalization was afforded American 
World War I veterans suffering from service-connected disabilities, 
residing abroad, in private institutions. The arrangements for such 
care were made by consular and other offices of the Department of 
State. Under the new program of benefits established pursuant to 
Public No. 2, no veteran could receive domiciliary, medical, or hos- 
pital care if he resided outside the continental limits of the United 
States, its Territories, or possessions. 

The exception applicable to citizens temporarily residing abroad 
was enacted in 1940 upon the recommendation of the Veterans’ Ad- 
ministration by Public No. 866, 76th Congress. It was designed to 
recognize the situation of certain veterans who were American citizens 
temporarily sojourning abroad and of others who from necessity rather 
than choice would be temporarily residing abroad in the promotion 
of American interests, official or otherwise. Special treatment of the 
Philippines was based on the historically close relationship between 
our two countries and the fact that many of those concerned began 
their residence there before that nation attained its independence. 

After careful consideration, stimulated in part by our studies in 
connection with the bill which became Public Law 85-461, we now 
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believe that the distinction between peacetime and wartime service- 
incurred disabilities for this purpose is not warranted and that enact- 
ment of amendatory legislation to permit treatment of a disability 
attributable to peacetime service would be desirable. As time goes on, 
many of our veterans, including some war veterans, temporarily resid- 
ing outside of the United States will be in need of treatment for a 
disability incurred as the result of service other than war service. 

Treatment of ailments resulting from the veteran’s service has long 
been regarded as a definite obligation of the Federal Government and 
is related in its purposes to another basic program of benefits—pay- 
ment of monthly compensation. Disability compensation is, of course, 
payable for peacetime disabilities, although at a somewhat reduced 
rate, and its availability is not restricted to those residing in the 
United States. 

Further, it is our understanding that Government civilian employees 
residing abroad and receiving compensation through the Bureau of 
Employees’ Compensation are provided medical care by the United 
States for disabilities resulting from their employment. While there 
are some differences between the two programs, this is cited not only 
as bearing on the merits of this proposal, but also to demonstrate 
that there are no insuperable administrative difficulties involved in 
furnishing hospital care and medical services to the limited extent 
here proposed. 

While it is impossible to estimate precisely the cost of extendin 
hospital care and medical services for peacetime serviné connected 
disabilities to veterans temporarily residing in foreign countries, we 
estimate that in the foreseeable future such cost would be less than 
$10,000 per year. 

Advice bas been received from the Bureau of the Budget that there 
is no objection to the presentation of the proposed legislation to the 
Congress. 

Sincerely yours, 
Sumner G. Wuittier, Administrator, 


EXxecuTIVE OFFICE OF THE PRESIDENT, 
Bureau OF THE Bupcet, 
Washington, D.C., April 29, 1959. 


Hon. Lister HI, 
Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuarrman: This will acknowledge your letter of 
April 17, 1959, requesting the views of the Bureau of the Budget 
regarding S. 1694, a bill to extend the existing authority to provide 
hospital and medical care for veterans who are U.S. citizens tempo- 
rarily residing abroad to include those with peacetime service-incurred 
disabilities. 

The purpose of S. 1694, as its title indicates, is to make peacetime 
veterans who are U.S. citizens and who have service-incurred disabil- 
ities eligible for hospital care and medical services if they are tempo- 
rarily residing abroad. At the present time hospital care and medical 
services may be furnished to veterans who are U.S. citizens when they 
are temporarily residing or sojourning abroad only for war service- 
incurred disabilities except in the Republic of the Philippines. In 
that country no distinction is made as to citizenship status or perma- 
nence of residence. 











4 HOSPITAL AND MEDICAL CARE FOR CERTAIN VETERANS 


Since treatment of conditions resulting from a veteran’s service has 
long been regarded as an obligation of the Federal Government, there 
appears to be little basis for distinguishing between service-incurred 
disabilities of veterans whose service is in peacetime and those whose 
service was during a war period insofar as hospital care and medical 
treatment are concerned. Accordingly, the Bureau of the Budget 
would not object to the enactment of S. 1694. 

Sincerely yours, 

Puiturp S. Hueaes, 
Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule X XIX of the Standing Rules 
of the Senate, changes in existing law made by the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italics, existing law in 
which no change is proposed is shown in roman): 


TITLE 38 
VETERANS’ BENEFITS 
* * * * * * * 


CHAPTER 17—HOSPITAL, DOMICILIARY, AND MEDICAL CARE 


* * * * * * * 


Subchapter III— Miscellaneous Provisions Relating to Hospital Care 
and Medical Treatment of Veterans 
- 7. * * * * a 


§ 624. Hospital care and medical services abroad 

(a) Except as provided in subsections (b) and (c), the Adminis- 
trator shall not furnish hospital or domiciliary care or medical services 
outside the continental limits of the United States, or a Territory, 
Commonwealth, or possession of the United States. 

[(b) The Administrator may furnish necessary hospital care and 
medical services for any service-connected disability— 

(1) if incurred during a period of war, to any veteran who 
is a citizen of the United States temporarily sojourning or resid- 
ing abroad except in the Republic of the Philippines; or 

(2) whenever incurred, to any otherwise eligible veteran in the 
Republic of the Philippines.] 

(b) The Administrator may furnish necessary hospital care and 
medical services to any otherwise eligible veteran for any service-connected 
disability if the veteran (1) 1s a citizen of the United States temporarily 
sojourning or residing abroad, or (2) is in the Republic of the Philippines. 

(c) Within the limits of those facilities of the Veterans Memorial 
Hospital at Manila, Republic of the Philippines, for which the Ad- 
ministrator may contract, he may furnish necessary hospital care to 
a veteran of any war for any non-service-connected disability if such 
veteran is unable to defray the expenses of necessary hospital care. 
The Administrator may enter into contracts to carry out this section. 
$ * * * * * * 
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AMENDING SECTION 1622 OF TITLE 38 OF THE UNITED STATES 
CODE IN ORDER TO CLARIFY THE MEANING OF THE TERM 
“CHANGE OF PROGRAM OF EDUCATION OR TRAINING” AS USED 
IN SUCH SECTION 


Juty 15, 1959.—Ordered to be printed 


Mr. Yarsoroves, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


(To accompany 8. 906] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 906) to amend section 1622 of title 38 of the United States 
Code in order to clarify the meaning of the term “‘change of program 
of education or training” as used in such section, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


EXPLANATION OF BILL 


The bill (S. 906) amends section 1622 of title 38 of the United 
States Code, originally enacted as Public Law 550, 82d Congress, and 
popularly known as the Korean GI bill, so as to eliminate a highly 
undesirable situation which sometimes occurs under the “change of 
program” provisions of such section. A bill (S. 4031) of identical 
purpose was passed by the Senate on August 24, 1958. 

The specific purpose of the bill (S. 906) is to provide that in deter- 
mining what constitutes a change of program of education or training 
under the Korean GI bill— 


a change from the pursuit of one objective or level of educa- 
tion or training to the pursuit of a higher objective or level 
of education or training in the same field of study or training 


will be considered a continuation of the veteran’s original program, 
rather than a change to a new program, if the first program “‘is pre- 
requisite to, or generally required for, entrance into pursuit of the 
second.” 

Existing law permits a Korean veteran to make only one change 
of program throughout his entire period of education or training. 


59004°—59 5S. Rept., 86-1, vol. 4 37 
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Consequently, the question of what constitutes a change of program 
may be controlling in determining whether an education or training 
allowance is payable. 

An example of the situation which this bill will correct arises when 
a veteran selects as his initial program objective the attainment of a 
bachelor’s degree. If upon completion of the work for the bachelor’s 
degree he desires to obtain a master’s degree, he may do so, but the 
change to the higher objective is considered a change of program. If 
the veteran then desires to seek a doctor’s degree, he cannot do so 
and receive assistance under the Korean veterans’ educational pro- 
gram because he exhausted his right to ‘fone change of program” in 
obtaining his master’s degree. Yet, if the veteran had initially 
specified the doctorate degree as his program objective, the process of 
obtaining all necessary lesser degrees would not have netted even 
one change of program. 

Though the limitation to one change of program is essential to 
prevent abuse of the educational program, the incongruity outlined 
above should not go uncorrected. The Veterans’ Administration 
agrees that the present situation is highly undesirable and recom- 
mends enactment of this bill. The Bureau of the Budget concurs in 
the views of the Veterans’ Administration and also recommends 
enactment of the bill. 

Reports of the Veterans’ Administration and the Bureau of the 
Budget now follow: 

VETERANS’ ADMINISTRATION, 
Washington, D.C., March 25, 1959. 
Hon. Lister Hii, 
Chairman, Committee on Labor and Public Welfare, U.S. Senate, 
Washington, D.C. 

Dear Senator Hint: The following comments are furnished in 
response to your request for a report by the Veterans’ Administration 
on S. 906, 86th Congress, a bill to amend section 1622 of title 38 of 
the United States Code in order to clarify the meaning of the term 
“change of program of education or training” as used in such section. 

Except for formal changes to conform with the codification of 
veterans’ laws by Public Law 85-857, S. 906 is identical with S. 4031, 
85th Congress, as it was passed by the Senate on August 14, 1958. 
We had previously recommended favorable action on that bill in the 
form passed by the Senate. The purpose of the bill is to provide that, 
in determining whether a veteran-trainee may make a change in his 
program of education or training, ‘‘a change from the pursuit of one 
program to pursuit of another where the first program is prerequisite 
to, or generally required for, entrance into pursuit of the second” 
will be considered a continuation of his original program rather than 
a change to a new program. Since a trainee may make only one 
change of program, the question of what constitutes a change may be 
controlling in determining whether an education and training allow- 
ance is payable. 

The present requirements that a veteran’s program of education 
or training must be directed toward the attainment of a predetermined 
and identified educational, vocational, or professional objective, and 
that he may make only one change in his program, are two of several 
remedial provisions designed to avoid certain abuses which had de- 
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veloped in connection with the education and training program for 
World War II veterans under the Servicemen’s Readjustment Act of 
1944. In particular, these two provisions were intended to prevent 
the situation known as ‘‘course-hopping” where a trainee would suc- 
cessively pursue a number cf unrelated courses until his entitlement 
to monetary allowances under the act was exhausted. 

Unfortunately, these remedial and worthwhile provisions can work 
to the disadvantage of an individual veteran who fails to realize the 
necessity for specifying as his program objective the highest goal 
which it would be feasible for him to attain. An example of this 
situation arises when a veteran selects as his initial program objective 
the attainment of a bachelor’s degree. If upon completion of the 
work for the bachelor’s degree he desires to obtain a master’s degree, 
he may * so, but the change to the higher objective counts as his 
one “change of program,” so that should he later desire to strive for a 
doctor’s degree, the change to this objective cannot be authorized. 
The incongruity arises from the fact that the veteran could initially 
have specified the doctorate as his program objective, in which event 
successive pursuit of courses would not have involved even one change 
of program. 

This result may seem highly technical, but was not unforeseen. 
The House Committee on Veterans’ Affairs in its report of May 16, 
1952, to accompany the bill which became the Veterans’ Readjustment 
Assistance Act of 1952 (H. Rept. 1943, 82d Cong.), stated: 

“* * * « veteran might say that he was going to an institution of 
higher learning to complete his work toward a bachelor of arts degree, 
and that at the end of that period he would continue his education 
toward a master of arts degree specifying in advance that this would 
constitute his selected program. Such action would not be considered 
to be a change of program. However, if the veteran indicated at 
the time of his application that he wished to obtain a bachelor’s 
degree and later, after obtaining such degree, indicated he wished to 
continue toward a master’s degree, this would be considered a change 
in program.” 

The difficulty has always been the highly practical one of devising 
an objective test which does equity, does not open the doors to 
“course-hopping,” and is feasible to administer. S. 906 avoids the 
seemingly inequitable situation in which the veteran’s right to con- 
tinue with advanced education or training depended on the initial 
specification of the higher goal, and we do not believe that it would 
introduce any insuperable administrative problems. Accordingly, 
I recommend its favorable consideration by your committee. 

There is no basis upon which to estimate the probable increase in 
the cost of direct benefits which might be attributable to enactment of 
S. 906, but obviously it would be relatively small. 

Advice has been received from the Bureau of the Budget that there 
is no objection to the submission of this report to the committee and 
that the Bureau would favor enactment of the bill for the reasons 
stated herein. 

Sincerely yours, 
Sumner G. WHiIrtIeEr, 
Administrator, 
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Executive OFrricE OF THE PRESIDENT, 
Bureau OF THE Buncet, 
Washington, D.C., March 28, 1959. 
Hon. Lister Hitt, 


Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuarrman: This will acknowledge your letter of 
February 5, 1959, requesting the Bureau of the Budget to comment 
on S. 906, a bill to amend section 1622 of title 38 of the United States 
Code 1n order to clarify the meaning of the term “change of program 
of education or training” as used in such section. 

The purpose of the bill is to provide that, in determining whether 
a veteran-trainee may make a daha in his program of education or 
training, “‘a change from the pursuit of one program to pursuit of 
another where the first program is prerequisite to, or generally required 
for, entrance into pursuit of the second” will be considered a contin- 
uation of his original program rather than a change to a new program. 

The Bureau of the Budget concurs in the views of the Administrator 
of Veterans’ Affairs as set forth in his report on S. 906 and recommends 
that your committee give favorable consideration to this bill. 

Sincerely yours, 
Puiturp S. HueuHes, 
Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 


Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


TITLE 38 
VETERANS’ BENEFITS 


os * * * * * * 


CHAPTER 33—EDUCATION OF KOREAN CONFLICT 
VETERANS 


* * * 


Subchapter [1]—Enrollment 
* * * * * 


§ 1622. Change of program 


(a) Subject to the provisions of section 1621 of this title, each 
eligible veteran (except an eligible veteran whose program has been 
interrupted or discontinued due to his own misconduct, his own 
neglect, or his own lack of application) may, at any time before the 
end of the period during which he is entitled to initiate a program of 
education or training under this chapter, make not more than one 
change of program of education or training. 
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(b) Each eligible veteran, who has not made a change of program 
of education or training before the expiration of the period during 
which he is entitled to initiate a program of education or training 
under this chapter, may make not more than one change of program 
of education or training with the approval of the Administrator. 
The Administrator shall approve such a change if he finds that— 

(1) the eligible veteran is not making satisfactory progress 
in his present program and that the failure is not due to his own 
misconduct, his own neglect, or his own lack of application, and if 
the program to which the eligible veteran desires to change is 
more in keeping with his aptitude or previous education and 
training; or 

(2) the program to which the eligible veteran desires to change, 
while not a part of the program currently pursued by him, is a 
normal progression from such program. 

(c) As used in this section the term ‘‘change of program of education or 
training” shall not be deemed to include a change from the pursuit of 
one program to pursuit of another where the first program is prerequisite 
to, or generally required for, entrance into pursuit of the second. 

* a & * © * . 
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NEMATOCIDE, PLANT REGULATOR, DEFOLIANT, AND 
DESICCANT AMENDMENT OF 1959 


Juty 15, 1959.—Ordered to be printed 


Mr. Hottanp, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany H.R. 6436] 












The Committee on Agriculture and Forestry, to whom was referred 
the bill (H.R. 6436) to amend the Federal Insecticide, Fungicide, and 
Rodenticide Act so as to include nematocides, plant regulators, defo- 
liants, and desiccants, and for other purposes, having considered the 
same, report thereon with a recommendation that it do pass with an 
amendment. 

This bill provides for regulation of the labeling and marketing of 
nematocides, plant regulators, defoliants, and desiccants under the 
Federal Insecticide, Fungicide, and Rodenticide Act. By bringing 
these products under that act, the bill would also bring them under 
the pesticide chemicals amendment to the Federal Food, Drug, and 
Cosmetic Act (sec. 408 of that act), which provides the manner in 
which tolerances are established for their residues on raw agricultural 
commodities. 

The bill is fully explained in the attached report of the House 
Committee on Agriculture. The amendment recommended by the 
House committee was adopted by the House. 

The committee amendment corrects a reference in the bill to the 
United States Code. Section 408 of the Federal Food, Drug, and 
Cosmetic Act should be cited as “21 U.S.C. 346a”, rather than 
“21 U.S.C. 348”. 






















{[H. Rept. 552, 86th Cong., Ist sess. | 


The Committee on Agriculture, to whom was referred the bill 
(H.R. 6436) to amend the Federal Insecticide, Fungicide, and Rodenti- 
cide Act so as to include nematocides, plant regulators, defoliants, 
and desiccants, and for other purposes, having considered the same, 
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report favorably thereon with an amendment and recommend that 
the bill as amended do pass. 

The amendment is as follows: 

Strike out entire section 3(b), page 7, line 21, through page 8, line 
14, and substitute therefor the following: 


(b) with respect to any particular commercial use of a 
nematocide, plant regulator, defoliant, or desiccant in or on 
a raw agricultural commodity, if such use was made of such 
substance before January 1, 1958, section 406(a) and clause 
(2) of section 402(a) of the Federal Food, Drug, and Cosmetic 
Act as in force prior to the date of enactment of the Act of 
July 22, 1954, 68 Stat. 511 (relating to pesticide chemicals 
on raw agricultural commodities) shall apply until— 

(1) March 5, 1960, or the end of such additional 
period, not beyond March 5, 1961, as the Secretary of 
Health, Education, and Welfare may prescribe on the 
basis of a finding that such extension involves no undue 
risk to the public health and that conditions exist which 
necessitate the prescribing of such an additional period, 
or 

(2) the date on which an order with respect to such 
use under section 408 of the Federal Food, Drug, and 
Cosmetic Act (21 U.S.C. 348) becomes effective, 

whichever date first occurs. 


PURPOSE OF THE RILL 


The purpose of this bill is to provide for the proper regulation of 
nematocides, plant regulators, defoliants, and desiccants which have 
become of great importance to agriculture and related interests during 
the last 10 years. 

Nematocides are used to control very small worms known as nema- 
todes or eelworms, many of which attack plants. Defoliants are used 
to make leaves drop from plants, generally to permit mechanical 
harvesting. Desiccants are used to hasten the drying of plant tissues, 
usually to facilitate harvesting or improve crop quality. Plant regu- 
lators are used to modify the normal growth processes of plants or the 
produce thereof, for such purposes as to prevent fruit drop, to hasten 
maturity, and to delay sprouting in storage. The products are de- 
fined in more precise technical terms in the bill. 

The effect of the bill is to subject the aforementioned products to 
the same regulatory controls and requirements under the Federal 
Insecticide, Fungicide, and Rodenticide Act as are now applicable to 
insecticides, fungicides, weed killers, and rodenticides. By placing 
these products under that act, the bill would also effectively, although 
indirectly, place them under the pesticide chemicals amendment to 
the Federal Food, Drug, and Cosmetic Act (Public Law 518, 83d 
Cong.), insofar as residues in or on raw agricultural commodities may 
be involved, because of the interrelationship of the two acts. 

The bill would accomplish its objective of placing nematocides, 
plant regulators, defoliants, and desiccants under the Federal Insecti- 
cide, Fungicide, and Rodenticide Act by expanding the present defini- 
tion of “economic poison” in that act to include these products. It 
would also amend certain other definitions in the act and add some 
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additional ones, as necessitated by the broader coverage. However, 
it does not change the substantive provisions of the act as they relate 
to pone regulated products. 

he bill would become effective upon enactment and thus permit 
the Department of Agriculture to begin the registration of the newly 
regulated products, as required by the Federal Insecticide, Fungicide, 
and Rodenticide Act, and also permit the Department of Health, 
Education, and Welfare to establish tolerances for them on raw agri- 
cultural commodities under section 408 of the Federal Food, Drug, 
and Cosmetic Act. However, in order to permit an orderly transition 
period for both the Government and the industry, provision is made 
to defer the applicability of certain sections of those two acts to some 
of these products until March 5, 1960, or such later date or dates, not 
beyond March 5, 1961, as the Secretary of Agriculture and the Secre- 
tary of Health, Education, and Welfare, respectively, may prescribe 
on the basis of a determination that such postponement is necessary 
to avoid hardships and will not be unduly detrimental to the public 
interest. These dates have been specified so as to have the fully 
effective dates under this bill coincide with those under the food 
additives amendment to the Federal Food, Drug, and Cosmetic Act 
(Public Law 85-929). Since some products which would be affected 
by this bill are also subject to the food additives amendment, it has 
appeared desirable that the two become fully effective at the same 
time. 

BACKGROUND 


The original Federal Insecticide Act was passed in 1910. The 
present Federal Insecticide, Fungicide, and Rodenticide Act was en- 
acted in 1947 to reflect the then current situation as regards pest con- 
trol chemicals and agricultural practices. It regulates the labeling 
and marketing of insecticides, fungicides, herbicides, and rodenticides 
which are collectively referred to in the act as ‘economic poisons,” 
and commonly known as pesticides. 

Since 1947, several new types of agricultural chemicals have been 
developed and have found widespread commercial application. These 
new products are generally referred to and are designated in this bill 
as nematocides, defoliants, desiccants, and plant regulators. While 
these products are now regulated under some State laws which cor- 
respond to the Federal Insecticide, Fungicide, and Rodenticide Act, 
they are not regulated under the latter statute. Because of the im- 
portance of these products to the agricultural interests of this Nation, 
various organizations and groups have expressed the opinion that they 
should be subject to similar regulation at the Federal level. 

Experience has shown that regulation of agricultural pest control 
chemicals under the Federal Insecticide, Fungicide, and Rodenticide 
Act has been effective and beneficial to farmers and growers. Accord- 
ingly, it appears desirable that the same type of regulation, under the 
same act, should be applied to these more recently developed products. 


HEARING 


A hearing was held by the full committee on this bill. At the 
hearing, representatives from the Department of Agriculture, land- 
grant colleges, the Association of American Pesticide Control Officials, 
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Inc., farm and grower organizations, and the agricultural chemical 
industry appeared and testified unanimously in favor of the bill and 
urged its enactment. 


COMMITTEE AMENDMENT 


In addition to placing nematocides, plant regulators, defoliants, 
and desiccants under the Federal Insecticide, Fungicide, and Rodenti- 
cide Act, the bill also makes residues of such chemicals in or on raw 
agricultural commodities subject to the pesticide chemicals amendment 
to the Federal Food, Drug, and Cosmetic Act. The bill, as introduced, 
provided that that amendment would not be applicable to some of the 
chemicals for a period of time to be smonidail by the Secretary of 


Health, Education, and Welfare, but not extending beyond March 5, 
1961. The committee amendment, adopted upon the recommenda- 
tion of the Department of Health, Education, and Welfare, provides 
that during this transitional period, the adulteration provisions of 
the earlier law shall be applicable for the purpose of protecting the 
public health. 


DEPARTMENTAL REPORTS 


Reports recommending enactment of H.R. 6436 were received from 
both the Department of Agriculture and the Department of Health, 
Education, and Welfare. In connection with the estimates of cost 
in the report of the Department of Agriculture, it is to be noted that 
many of the products are now scheduled for regulation by the Food 
and Drug Administration under the provisions of the food additives 
amendment, so that transfer of their regulation to the Department 
of Agriculture under terms of this bill will be in part a transfer of 
administrative cost. Thus the estimates of administrative cost 
made by the Department of Agriculture are not all new or additional 
costs. 

The amendment recommended by the Department of Health, 
Education, and Welfare was adopted by the committee. 


May 21, 1959. 
Hon. Haroup D. Cooney, 


Chairman, Committee on Agriculture, 
House of Representatives. 


Dear ConcressMAN Cootey: This is in reply to your request of 
April 16 for a report on H.R. 6436, a bill to amend the Federal In- 
secticide, Fungicide, and Rodenticide Act so as to include nematocides, 
plant regulators, defoliants, and desiccants, and for other purposes. 

This Department supports the purposes of the bill and recommends 
its enactment. 

The bill would amend the Federal Insecticide, Fungicide, and 
Rodenticide Act so as to bring within the provisions of that law four 
new classes of chemicals. These classes are nematocides, plant 
regulators, defoliants, and desiccants. 

Our reasons for making the above recommendation are as follows: 

(1) The new classes of chemicals which would be brought within 
the Federal Insecticide, Fungicide, and Rodenticide Act are char- 
acteristically agricultural chemicals. The regulation of their use 
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would provide the same protection to farmers and others using them 
as is now provided users of products subject to the present act. 

(2) These materials have developed into significant agricultural 
usage since the Federal Insecticide, Fungicide, and Rodenticide Act 
was enacted in 1947. Thus, their inclusion within the provisions of 
that law appears warranted now on the basis of their vastly increased 
commercial usage. 

(3) It is in the interest of uniformity in the regulation of agricultural 
chemicals to have nematocides, plant regulators, defoliants, and 
desiccants subject to the same requirements as are insecticides, 
fungicides, and herbicides. 

(4) Many State pesticide statutes presently regulate these materials. 
The bill would bring them under Federal jurisdiction and would pro- 
mote uniformity in Federal-State pesticide regulation. 

It is estimated that $350,000 would be required to administer the 
provisions of H.R. 6436. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
E. T. Benson. 


DEPARTMENT OF Heattu, EDUCATION, AND WELFARE, 
May 20, 1959. 

Hon. Haroitp D. Cootey, 

Chairman, Committee on Agriculture, 

House of Representatives, Washington, D.C. 


Dear Mr. CuarrMan: This responds to your request of May 13, 
1959, to the Commissioner of Food and Drugs for a report on ILR 
6436, a bill to amend the Federal Insecticide, Fungicide, and Rodenti- 
cide Act so as to include nematocides, plant regulators, defoliants, and 
desiccants, and for other purposes. 

The bill would amend the definition of the term ‘‘economic poison” 
in the Federal Insecticide, Fungicide, and Rodenticide Act so that 
nematocides, plant regulators, defoliants, and desiccants would be 
regarded as economic poisons for the purpose of that act. This auto- 
matically would classify these chemicals, with respect to residues 
thereof on raw agricultural commodities, as “pesticide chemicals” 
and exclude them from the term ‘food additive” for the purposes of 
the Federal Food, Drug, and Cosmetic Act, and thus would require 
tolerances for the residues on food crops to be established under the 
pesticide chemicals amendment of that act (sec. 408) rather than under 
the Food Additives Amendment of 1958 (sec. 409). 

We defer to the views of the Department of Agriculture insofar as 
the effect of the bill upon the Insecticide, Fungicide, and Rodenticide 
Act, which that Department administers, is concerned. 

Subject to modification of the transitional provisions of the bill, 
discussed below, we see no objection to the bill from the standpoint 
of the Food, Drug, and Cosmetic Act which this Department admin- 
isters, since, as above indicated, the permanent effect of the bill would 
be to require safe tolerances for the four groups of agricultural chem- 
icals named in the title to be established under the pesticide chemicals 
amendment rather than the food additives amendment. Both laws 
require adequate scientific proof of safety. Indeed, from our view- 
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point, some advantage would be gained by having the Secretary of 
Agriculture certify the usefulness of these chemicals to us, as he is 
called upon to do under the pesticide chemicals amendment to our act. 

We believe, however, that the transitional provisions (sec. 3) of the 
bill are in need of modification insofar as they pertain to our act. 

Section 3(b) would, for a period of time which could extend to as 
late as March 5, 1961, prevent any of these chemicals which were 
commercially used before January 1, 1958, from being considered 
adulterated under the pesticide chemicals amendment to our act when 
not in conformity with the requirements of that amendment. This 
transitional period parallels the transitional period during which, 
under present law, these chemicals need not conform to the pretesting 
requirements of the food additives amendment. However, unlike the 
transitional provisions of the food additives amendment (Public Law 
85-929, sec. 6(c)), the bill fails to preserve, during this transitional 

eriod, the application of the adulteration provisions of the earlier 
aw under which food-bearing residues of added chemicals, if they are 
poisonous or deleterious substances, would be deemed adulterated 
unless these chemicals are required in production and meet such 
tolerance limitations, if any, as we may establish for them. 

If enacted in its present form, this section would thus create a 
loophole in the consumer protection now available under the pure 
food law. For a period that could extend to March 5, 1961, it would 
meke it more difficult, if not impossible, for this Department to 
safeguard the public in case crops were marketed with excessive 
residues of certain nematocides, plant regulators, defoliants, or desic- 
cants. This loophole, which we believe was not intended to be 
created, could be closed by revising section 3(b) of the bill to read as 
stated in the proposed substitute enclosed herewith. 

With the substitution of the enclosed language, we would have no 
objection to the enactment of this bill. 

The Bureau of the Budget advises that it perceives no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Exuiot L. RicHarpson, 
Assistant Secretary. 


Proposep SusBstiITuTE FoR SEcTION 3(b) or H.R. 6436 


“(b) with respect to any particular commercial use of a nematocide 
plant regulator, defoliant, or desiccant in or on a raw agricultur 
commodity, if such use was made of such substance before January 1 
1958, section 406(a) and clause (2) of section 402(a) of the Feder 
Food, Drug, and Cosmetic Act as in force prior to the date of enact- 
ment of the Act of July 22, 1954, 68 Stat. 511 (relating to pesticide 
chemicals on raw agricultural commodities), shall apply until— 

“(1) March 5, 1960, or the end of such additional period, not 
beyond March 5, 1961, as the Secretary of Health, Education, 
and Welfare may prescribe on the basis of a finding that such 
extension involves no undue risk to the public health and that 
conditions exist which necessitate the prescribing of such an 
additional period, or 

“(2) the date on which an order with respect to such use under 
section 408 of the Federal Food, Drug, and Cosmetic Act (21 
U.S.C. 348) becomes effective, 

whichever date first occurs.” 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


FEDERAL INSECTICIDE, FUNGICIDE, AND RODENTICIDE 
ACT 


AN ACT To regulate the marketing of economic poisons and devices, and for 
other purposes 


















Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, 


TITLE 





Section 1. This Act may be cited as the “Federal Insecticide, 
Fungicide, and Rodenticide Act.” 


DEFINITIONS 




































Sec. 2. For the purposes of this Act— 
a. The term “economic poison” means (1) any substance or mixture 
of substances intended for preventing, destroying, repelling, or miti- 
gating any insects, rodents, nematodes, fungi, weeds, and other forms 
of plant or animal life or viruses, except viruses on or in living man 
or other animals, which the Secretary shall declare to be a pest [.], 
and (2) any substance or mizture of substances intended for use as a plant 
regulator, defoliant or desiccant. 

b. The term ‘device’ means any instrument or contrivance in- 
tended for trapping, destroying, repelling, or mitigating insects or 
rodents or destroying, repelling, or mitigating fungi, nematodes, or such 
other pests as may be designated by the Secretary, but not includin 
equipment used for the application of economic poisons when sold 
separately therefrom. 

c. The term “insecticide” means any substance or mixture of sub- 
stances intended for preventing, destroying, repelling, or mitigating 
any insects which may be present in any environment whatsoever. 

d. The term “fungicide” means any substance or mixture or sub- 
stance intended for preventing, destroying, repelling, or mitigating 
any fungi. 

e. The term “rodenticide” means any substance or mixture of sub- 
stances intended for preventing, destroying, repelling, or mitigatin 
rodents or any other vertebrate animal which the Secretary sha 
declare to be a pest. 

f. The term “herbicide” means any substance or mixture of sub- 
stances intended for preventing, destroying, repelling, or mitigating 
any weed. 

g. The term ‘‘nematocide’’ means any substance or mixture of substances 
intended for preventing, destroying, repelling, or mitigating nematodes. 

h. The term ‘plant regulator’? means any substance or mizture of 
substances, intended through physiological action, for accelerating or 
retarding the rate of growth or rate of maturation, or ‘for otherwise altering 
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the behavior of ornamental or crop plants or the produce thereof, but shall 
not includ. substances to the extent that they are intended as plant 
nutrients, trace elements, nutritional chemicals, plant inoculants, and 
sou amendments. 

i. The term “‘defoliant” means any substance or mizture of substances 
intended for causing the leaves or foliage to drop from a plant, with or 
without causing abscission. 

j. The term “‘desiccant’’ means any substance or mizture of substances 
intended for artificially accelerating the drying of plant tissue. 

k. The term “nematode” means invertebrate animals of the phylum 
nemathelminthes and class nematoda, that is, unsegmented rend worms 
with elongated, fusiform, or saclike bodies covered with cuticle, and 
inhabiting soil, water, plants or plant parts; may also be called nemas or 
eelworms. 

ts.} l. The term “‘weed’”’ means any plant which grows where not 
wanted. 

[h.] m. The term “insect” means any of the numerous small 
invertebrate animals generally having the body more or less obviously 
segmented, for the most part belonging to the class insecta, comprising 
six-legged, usually winged forms, as, for example, beetles, bugs, bees, 
flies, and to other allied classes of arthropods whose members are 
wingless and usually have more than six legs, as, for example, spiders, 
mites, ticks, centipedes, and wood lice. 

[i.] n. The term “fungi” means all non-chlorophyll-bearing thal- 
lophytes (that is, all non-chlorophyll-bearing plants of a lower order 
than mosses and liverworts) as, for example, rusts, smuts, mildews, 
molds, yeasts, and bacteria, except those on or in living man or other 
animals. 

[j.] o. The term “ingredient statement” means either— 

(1) a statement of the name and percentage of each active 
ingredient, together with the total percentage of the inert ingredi- 
ents, in the economic poison; or 

(2) a statement of the name of each active ingredient, together 
with the name of each and total percentage of the inert ingredi- 
ents, if any there be, in the economic poison (except option 1 shall 
apply if the preparation is highly toxic to man, determined as 
provided in section 6 of this Act); 
and, in addition to (1) or (2) in case the economic poison contains 
arsenic in any form, a statement of the percentages of total and 
water soluble arsenic, each calculated as elemental arsenic. 

[k.] p. The term “active ingredient” means— 

(1) in the case of an economic poison other than a plant regulator, 
defoliant or desiccant, an ingredient which will prevent, destroy, 
repel, or mitigate insects, nematodes, fungi, rodents, weeds, or 
other pests[.] ; 

(2) in the case of a plant regulator, an ingredient which, through 
physiological action, will accelerate or retard the rate of growth or rate 
of maturation or otherwise alter the behavior of ornamental or crop 
plants or the produce thereof; 

(3) in the case of a defoliant, an ingredient which will cause the 
leaves or foliage to drop from a plant; 

(4) in the case of a desiccant, an ingredient which will artificially 
accelerate the drying of plant tissue. 
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[l.] ¢g. The term “inert ingredient” means an ingredient which is 
not active. 

[m.] r. The term “antidote” means a practical immediate treat- 
ment in case of poisoning and includes first-aid treatment. 

[n.] s. The term “person” means any individual, partnership, 
association, corporation, or any organized group of persons whether 
incorporated or not. 

[o.] t. The term “Territory” means any Territory or possession of 
the United States, excluding the Canal Zone. 

fP p.J u. The term “Secretary” means the Secretary of Agriculture. 

q.]v. The term “registrant”? means the person registering any 
economic poison pursuant to the provisions of this Act. 

{r.] w. The term “label” means the written, printed, or graphic 
matter on, or attached to, the economic poison or device or the im- 
mediate container thereof, and the outside container or wrapper of 
the retail package, if any there be, of the economic poison or device. 

[s.J z. The term “labeling” means all labels and other written, 
printed, or graphic matter— 

(1) upon the economic poison or device or any of its containers 
or wrappers; 

(2) accompanying the economic poison or device at any time; 

(3) to which reference is made on the label or in literature 
accompanying the economic poison or device, except to current 
official publications of the United States Departments of Agri- 
culture and Interior, the United States Public Health Service, 
State experiment stations, State agricultural colleges, and other 
similar Federal or State institutions or agencies authorized by 
law to conduct research in the field of economic poisons; 

[t.]y. The term “adulterated” shall apply to any economic 
poison if its strength or purity falls below the professed standard or 
quality as expressed on its labeling or under which it is sold, or if any 
substance has been substituted wholly or in part for the article, or if 
any valuable constituent of the article has been wholly or in part 
abstracted. 

[u.] 2. The term “misbranded”’ shall apply— 

(1) to any economic poison or device if its labeling bears any 
statement, design, or graphic representation relative thereto or to 
its ingredients which is false or misleading in any particular; 

(2) to any economic poison— 

(a) if it is an imitation of or is offered for sale under the 
name of another economic poison; 

(b) if its labeling bears any reference to registration under 
this Act; 

(c) if the labeling accompanying it does not contain 
directions for use which are necessary and if complied with 
adequate for the protection of the public; 

(d) if the label does not contain a warning or caution 
statement which may be necessary and if complied with 
adequate to prevent injury to living man and other verte- 
brate animals, vegetation, and useful invertebrate animals; 

(e) if the label does not bear an ingredient statement on 
that part of the immediate container and on the outside 
container or wrapper, if there be one, through which the 
ingredient statement on the immediate container cannot be 
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clearly read, of the retail package which is presented or dis- 
played under customary conditions of purchase: Provided, 
That the Secretary may permit the ingredient statement to 
appear prominently on some other part of the container, if 
the size or form of the container makes it impracticable to 
place it on the part of the retail package which is presented 
or displayed under customary conditions of purchase; 

(f) if any word, statement, or other information required 
by or under authority of this Act to appear on the label or 
labeling is not prominently placed thereon with such con- 
spicuousness (as compared with other words, statements, 
designs, or graphic matter in the labeling) and in such terms 
as to render it likely to be read and understood by the ordi- 
nary individual under customary conditions of purchase and 
use ; or 

(zg) if in the case of an insecticide, nematocide, fungicide, 
or herbicide when used as directed or in accordance with 
commonly recognized practice 1t shall be injurious to living 
man or other vertebrate animals, or vegetation, except 
weeds, to which it is applied, or to the person applying such 
economic poison [.]; or 

(h) if in the case of a plant regulator, defoliant, or desiccant 
when used as directed it shall be injurious to living man or 
other vertebrate animals, or vegetation to which it is applied, 
or to the person applying such economic poison: Provided, That 
physical or physiologica! effects on plants or parts thereof shall 
not be deemed to be injury, when this is the purpose for which 


the plant regulator, defoliant, or desiccant was applied, in 
accordance with the label claims and recommendations. 


O 
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SALE OF SURPLUS COTTON TO DOMESTIC MILLS 


Juty 15, 1959.—Ordered to be printed 


Mr. AIKEN, from the Committee on Agriculture and Forestry, sub- 
mitted the following 


REPORT 


[To accompany §. 314] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 314) to assist the U.S. cotton textile industry in regaining 
its equitable share of the world market, having considered the same, 
report thereon with a recommendation that it do pass without amend- 
ment. 

This bill would require the Secretary of Agriculture to sell not less 
than 750,000 bales of surplus cotton to domestic textile mills annually 
for 5 years, beginning with the current fiscal year. Prices would be 
such as to enable domestic mills to return to the cotton product ex- 
port level maintained during the period 1947 to 1952, inclusive. The 
cotton could be used only for the manufacture of products for export. 

In the event the demand by domestic mills exceeded the quantity 
to be sold in any year, the quantity to be sold would be prorated among 
applicant mills on the basis of quantities processed during the pre- 
ceding 3 years. 

Sale in the United States of products of cotton sold under the bill 
would be punishable by fine of up to $5,000 and imprisonment up to 
5 years. 

The purpose of the bill is to restore their fair share of the world 
market to domestic mills so that the closing of mills which cannot 
compete with the foreign product of low-cost labor, and the consequent 
unemployment of domestic textile workers, can be averted. 

An identical bill (except as to effective date) was passed by the 
Senate on August 26, 1957. 

Reports from the Department of Agriculture and the Department 
of State follow. i 

Since the Department report was submitted on this bill, conditions 
have changed so that the Department now estimates that the cost per 
pound under the provisions of this bill would amount to 11% cents. 
Based on the sale of 750,000 bales, the annual cost to the Government 
would be $43,125,000. 


59004°—59 _ S. Rept., 86-1, vol. 4 38 





SALE OF SURPLUS COTTON TO DOMESTIC MILLS 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., March 17, 1959. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, U.S. Senate. 

Dear Senator ELLenDER: This is in reply to your request of 
January 16, 1959, for a report on S. 314, a bill to assist the U.S. cotton 
textile industry in regaining its equitable share of the world market. 

The Department is opposed to passage of the bill. 

This bill authorizes and directs the Secretary of Agriculture to make 
available to textile mills during the fiscal year ending June 30, 1960, 
and each of the 4 succeeding fiscal years not less than 750,000 bales 
of CCC cotton at such prices as the Secretary determines will allow 
the U.S. cotton textile industry to regain the level of exports of cotton 
products maintained during the period 1947-52. A mill would be 
required to agree that such cotton would be used only for the 
manufacture of cotton products for export. 

Previous bills with substantially identical provisions were intro- 
duced by Senator Smith during the 84th and 85th Congresses. The 
bill introduced during the 84th Congress was S. 4156. The bill intro- 
duced in the 85th Congress was S. 314. Assistant Secretary McLain 
represented the Deptrtment at hearings before the Senate Agriculture 
ee on July 16, 1956, and June 24, 1957, and opposed these 

ills. 

From January 1956 to January 19, 1959, the Department has sold 
for export a total of 16,479,419 bales of CCC stocks of upland cotton 
on a competitive bid basis. The Department also initiated during 
1956 the cotton products export program, which extends the benefits 
of the export sales programs for raw cotton to cover exports of cotton 
textiles, yarns, and spinnable waste manufactured in this country 
from American upland cotton. Under this program, equalization 
payments are made to exporters of cotton textiles and spinnable 
cotton waste at rates which reflect the difference between the domestic 
market price and the CCC export price for cotton. Through January 
9, 1959, 187,289 sales had been registered with CCC and equalization 
payments of $35,239,616.92 had been made by CCC to exporters on 
the cotton products exported. 

Only about 10 percent of the cotton textiles exported are exported 
by integrated aille: that is, mills which have sales organizations and 
make export sales of cotton products. The other 90 percent of 
exports are made by persons or firms other than textile mills. Most 
cotton products pass through many hands before they are exported. 
Many items are manufactured from several types of cotton and from 
material from more than one mill. In fact, in most instances, the 
mill that processes the raw cotton does not know the final end use or 
destination of the finished products. Therefore, it would be almost 
impossible for cotton which has been sold for processing into textiles 
for orpert to be followed through the channels of trade until finally 
exported. 

he Department believes that the textile industry should be pro- 
tected with respect to exports of cotton products against the adverse 
effects resulting from the sale of U.S. cotton at reduced prices under 
the export program. However, the cotton products export program 
already in operation is designed to and we believe affords this protec- 
tion. The Department does not feel that direct Government sub- 
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sidization of the domestic textile industry for the express purpose of 
increasing exports to the level prevailing in the period 1947-52 can 
be justified. Textile exports from the United States during the 6-year 
period 1947-52 were the highest in history. Exports during the early 

art of the period reflected pentup world demand following World 
War II, and the latter part of the period reflected demand resulting 
from the powerful upsurge in economic activity immediately after the 
Korean outbreak. Government subsidization of the domestic textile 
industry in an attempt to restore and perpetuate these abnormal 
conditions would clearly be uneconomic and difficult to justify. 
Moreover, such action would cause serious disruption of our inter- 
national relations and would inevitably be followed by retaliatory 
measures in other countries. 

We are of the opinion that the Department’s cotton products 
export program, which is an adjunct of the export program for raw 
cotton, is a sounder and more workable program than the program 
called for by the provisions of S. 314 and, in view of the difficulties 
inherent in the administration of this bill, we do not believe such 
legislation is desirable or necessary. 

It is impossible to make a reasonable estimate of the costs which 
might be incurred by the Department in carrying out the provisions 
of the bill. Exports of cotton products during the period 1947-52 
were at extremely high levels, which would make it very difficult to 
determine the price level at which cotton would have to be made 
available to mills in order to attain exports at the levels of the period 
specified. Assuming, however, a reduction of 10 cents a pound and 
the sale of 750,000 bales, the annual cost to the Government would be 
$37,500,000. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
E. T. Benson, Secretary: 


DEPARTMENT OF STATS, 
Washington, March 9, 1959. 
Hon. Atuen J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, U.S. Senate. 


Dear Senator ELLenper: Reference is made to the request of the 
Committee on Agriculture and Forestry of January 23, 1959, ac- 
knowledged January 26, for the views of the Department regarding 
S. 314. This bill is virtually identical with S. 4156 of the 84th Con- 
gress and with S. 314 of the 85th Congress. The views of the De- 
partment on S. 314 are similar to those previously submitted to the 
committee with regard to these two bills. 

S. 314 would direct the Secretary of Agriculture to sell not less 
than 750,000 bales of raw cotton owned by the Commodity Credit 
Corporation to textile mills in the United States during each of 5 fiscal 
years beginning July 1, 1959. These sales would be made at prices 
which the Secretary would determine would allow the tectile industry 
to regain the level of cotton textile exports which it had in the period 
1947 through 1952. The raw cotton would be allowed to be used only 
for the manufacture of cotton products for export. 
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This Department has carefully reviewed this bill. It is certainly 
in agreement with the desire to increase the cotton textile exports of 
the United States. However, the method proposed in this legislation 
to increase such exports may well create new and more difficult 
problems for the domestic textile industry and for the country as a 
whole, which would more than outweigh any advantages hoped to be 
gained by the bill. 

There has been in operation since August 1, 1956, a cotton products 
export program administered by the Department of Agriculture. 
Under this program the Department of Agriculture makes cash pay- 
ments to cotton textile exporters based upon the raw cotton content 
of the products exported. The use of cash payments in implementing 
the cotton products export program resulted from a determination 
by the Department of Agriculture, based upon advice which that 
Department had received from domestic textile producers and ex- 
porters, that there would be serious administrative difficulties involved 
in implementing the export program on any basis other than direct 
cash payments. In support of this point was the fact that only 10 
percent of the cotton textiles exported are exported by firms which 

rocess raw cotton into textiles. The balance of our exports is handled 
y firms which are not textile manufacturers. Thus, it would appear 
that practical problems of implementation and enforcement would 
exist if instead of making cash payments to exporters, raw cotton 
vee made available to domestic mills in the manner provided in 
. 314. 

It might be noted that the cash payments on the cotton products 
exported under the Department of Agriculture’s program would not 
exceed the subsidy which the Commodity Credit Corporation grants 
on the equivalent amount of raw cotton exported. S. 314, however, 
would probably involve selling the raw cotton to domestic mills at a 
significantly lower price than that of raw cotton exported as such. 
This situation wou be expected to develop because of the bill’s 
objective of regaining the 1947-52 level of cotton textile exports. 
Exports in these 6 years, probably the highest in our history, averaged 
904 million square yards annually, 65 percent higher than the 548 
million square yards exported in 1957. In order to increase textile 
exports by such a magnitude, the price at which raw cotton would 
have to be made available to domestic mills would undoubtedly rep- 
resent a heavy subsidy by the Government, even larger than the 
existing subsidy on raw cotton exports. The result would be to give 
preferred treatment to cotton textile producers and exporters over 
other American industries which also produce for export. 

The reaction of foreign textile industries and their governments to 
this situation could be expected to be the adoption of counter meas- 
ures. The U.S. Government, with its tremendous financial resources, 
would, in effect, be competing with foreign textile mills. The target 

eriod of 1947-52, a period when foreign textile industries were still 

eing rehabilitated from the effects of World War II, and the wartime 
deferred demand for textiles, enhanced by the Korean emergency, was 
still quite large, would be viewed abroad as an abnormal and un- 
reasonable objective. Countermeasures might well include counter- 
vailing or antidumping duties on American cotton textiles, possibly 
resulting in a reduction in American cotton textile exports, rather 
than the increase contemplated in S. 314. 
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In summary, therefore, the Department of State believes that the 
bill would present serious problems of administration and enforce- 
ment, the cost to the taxpayer would be heavy, foreign countries 
might well invoke measures which could bring about a reduction in 
our exports of textiles and other products, and serious foreign rela- 
tions difficulties would be created, which could jeopardize the foreign 
policy objectives of the United States. For these reasons this Depart- 
ment recommends against the adoption of S. 314. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Wii1am B. Macomser, Jr., 
Assistant Secretary 
(For the Acting Secretary of State). 


O 
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CONVEYANCE OF LAND TO KEOSAUQUA, IOWA 
Juxy 15, 1959.—Ordered to be printed 


Mr. ELLENDER, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


(To accompany S. 1453] 














The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 1453) to authorize the Secretary of Agriculture to sell and 
convey certain lands in the State of Iowa to the city of Keosauqua, 
having considered the same, report thereon with a recommendation 
that it do pass without amendment. 

This bill would authorize the Secretary of Agriculture to sell to 
Keosauqua, Iowa, at its fair market value, as determined by the 
Secretary of Agriculture, a tract of land containing 99.57 acres located 
partly inside and partly outside the city. 

The land was originally acquired by the United States from the 
Ancient Order of United Workmen of North Dakota in 1936, for a 
forest tree nursery to produce stock to replant lands in the Iowa 
—— units planned to be acquired for national forest purposes. 

he Secretary of Agriculture reports that there is no further need for 
the land for this purpose. 

A fuller report from the Department of Agriculture follows. 




















DEPARTMENT OF AGRICULTURE, 


Washington, D.C., June 1, 1959. 
Hon. Atten J. ELLENDER, 


Chairman, Committee on Agriculture and Forestry, 


U.S. Senate. 


Dear SENATOR ExLLenpsER: This is in reply to your letter of March 
20, 1959, requesting the views of this Department on S. 1453, a bill, 
to authorize the Secretary of Agriculture to sell and convey certain 
lands in the State of Iowa to the city of Keosauqua. 

We recommend that S. 1453 be enacted. 

This bill would authorize the Secretary of Agriculture to sell at fair 
market value and convey by quitclaim deed to the city of Keosauqua, 
Iowa, a tract of land containing 99.57 acres, more or less, located in 
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Van Buren County, which was conveyed to the United States by the 
Grand Lodge of the Ancient Order of United Workmen of North 
Dakota in 1936. 

The tract was acquired by the United States from the Ancient Order 
of United Workmen of North Dakota in 1936 under authority of the 
Weeks Act of March 1, 1911 (36 Stat. 961), for a forest tree nursery 
to produce stock to replant lands in the Iowa purchase units planned 
to be acquired for national forest purposes. Only a small area was 

urchased and there are no plans now for further acquisitions in the 
ocality. There is no longer a need for the nursery site. The tract is 
also a considerable distance from other national forest lands. 

The city of Keosauqua desires the tract to enlarge its sewage dis- 
posal plant and for a city park. The land is partly inside and partly 
outside the city. It is well situated and suitable to meet the city’s 
needs. The sale of it to the city will serve a useful public purpose. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morse, Acting Secretary. 


O 
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EXTENSION OF PUBLIC LAW 480 


Juiy 15, 1959.—Ordered to be printed 


Mr. ExLLenpeER, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany S. 1748] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 1748) to extend the Agricultural Trade Development and 
Assistance Act of 1954, and for other purposes, having considered 
the same, report thereon with 2 recommendation that it do pass with- 
out amendment. 

This bill would— 

(1) extend title I (sales for foreign currency) and title II 
(famine relief) of Public Law 480, 83d Congress, for 1 year until 
December 31, 1960; 

(2) increase the title I authorization by $1.5 billion; and 

(3) increase the title IL authorization by $300 million. 


OTHER PROPOSALS 


A number of suggested changes in Public Law 480 were received 
from the Department of Agriculture just prior to the meeting at 
which the committee voted to report out S. 1748, and the committee 
is informed of many additional proposals to amend Public Law 480. 
There is no doubt considerable merit in these proposals and they 
deserve to be very carefully examined. This the committee proposes 
to do. However, it is essential that the act be extended, without 
lapse (as has been the case previously), and the committee felt that a 
simple extension of the act should be reported and passed immediately, 
to be followed by consideration of needed amendments. This will 
permit orderly programing under the act and permit appropriate 
consideration of proposed changes. It is the hope of the committee 
that this bill can be passed without being encumbered with amend- 
ments which have not yet received the consideration which the 
committee proposes to give to them. 


* 
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SUMMARY OF OPERATIONS 


Agreements signed since the beginning of the program provide for 
the shipment of 840 million bushels of wheat, 4 million bales of cotton, 
33.5 million bags of rice, 3.3 billion pounds of vegetable oil, 210 million 
bushels of feed grains, 250 million pounds of tobacco, 120 million 
pounds of meat, 180 million pounds of lard, 285 million pounds of 
dairy products, 175 million pounds of fruit and vegetables, as well as 
other commodities. 

In 1955-56, the first full year of operation of title I, foreign currency 
shipments totaled $427 million at export market value, or 12 percent 
of total U.S. agricultural exports. During 1956-57 title I shipments 
amounted to $900 million, nearly 20 percent of the total; during 
1957-58 about $650 million, approximately 16 percent; and during 
1958-59, $725 million, about 20 percent. 

Agreements signed to date will result in foreign currency payments of 
more than $3.7 billion. About 60 percent of the total will be used for 
economic development purposes in importing countries, about 10 
percent will be used to support the defense forces of our allies, and the 
remaining 30 percent is planned for meeting U.S. expenses overseas and 
expanding certain U.S. programs. 

Title I originally provided for an authorization of $700 million in 
terms of what it costs the Government to supply commodities under 
the program. The value of these commodities at current world prices, 
of course, is considerably less. This authorization has been raised 
four times and now is $6.25 billion. Nearly $5.1 billion of this limit 
has moved or will move under more than 150 agreements signed with 
38 friendly countries. Agreements totaled about $500 million in the 
year ending June 30, 1955, $1 billion in 1955-56, $1.5 billion in 1956-57, 
$1 billion in 1957-58, and $1.1 billion last year. 

For certain commodities the program has been particularly im- 
portant. For example, more than half the total U.S. wheat exports 
during the past fiscal year, or about 230 million bushels, moved under 
title 1; also, about 750 million pounds of soybean oil and cottonseed 
oil, or about 65 percent of total edible oil exports; about one-third of 
rice exports; and one-fifth of cotton shipments. 

The value and quantity of commodities which have been programed 
under agreements signed during fiscal year 1959, and cumulative totals, 
are shown later in this report in tables I and IT. 


USES OF FOREIGN CURRENCIES 


Foreign currencies received in payment for commodities are de- 
posited to the account of the United States overseas and are used for 
purposes authorized in section 104 of Public Law 480 and specified in 
the sales agreement. Several departments and agencies have respon- 
sibility for administering the expenditure of these currencies. For 
example, the Department of Agriculture is concerned with the use 
of currencies for agricultural market development purposes; the Inter- 
national Cooperation Administration for currencies loaned back to 
importing countries for economic development purposes; and the 
Export-Import Bank of Washington for currencies loaned to private 
business firms. 
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About $52 million in currencies has been tentatively earmarked for 
agricultural market development under existing agreements. To date, 
about $12 million of this is being obligated for approved projects 
together with contributions by private trade organizations cooperating 
in these projects of nearly $6 million. Trade fair and other activities 
not involving project agreements with trade groups total the equiva- 
lent of about $6 million. Results of these promotion efforts are 
expanding agricultural outlets. Cotton use is up in several countries, 

articularly France and Japan; tobacco and wheat consumption is 
mcreasing in a number of countries; poultry sales have increased in 
West Germany; and sales of livestock are being made in South 
America. In this connection, 40 international exhibits have been held 
in 16 countries with emphasis on distributing samples to millions of 
fair visitors. 

About half the foreign currencies expected to accrue under 
existing agreements will be* loaned back to importing countries for 
use in economic development projects agreed upon with the Inter- 
national Cooperation Administration. Considerable emphasis is 
placed upon coordinating plans for the use of these funds with the 
overall development programs of these countries. In approving loan 
projects for agricultural purposes care is exercised to avoid encourage- 
ment of production which would result in reduced outlets for U.S. 
agricultural commodities. 

The extension of Public Law 480 granted in August 1957 provided 
for relending of foreign currencies, largely to U.S. firms and their 
affiliates, to assist in the development and expansion of private busi- 
ness in foreign countries. The equivalent of about $225 million is 
being reserved for these purposes in agreements negotiated to date 
with 22 countries. These funds will be available to private business 
firms through the Export-Import Bank of Washington when commod- 
ities under these agreements are shipped and paid for and proceeds 
assigned to the bank. 

Currencies are also being used for the payment of U.S. expenses 
abroad; for the procurement of military services and equipment for 
military assistance; for educational exchange programs; for assistance 
to American-sponsored schools, libraries, and community centers; 
for the translation, publication, and distribution of books and period- 
icals; and for the purchase of goods for other friendly countries. 
Details on the planned uses of these currencies are shown in table IIT. 


TRADE DEVELOPMENT 


The Agricultural Trade Development and Assistance Act of 1954, 
as amended, declared trade expansion as the policy of Congress. 
A stated objective of this policy was: 


* * * To stimulate and facilitate the expansion of foreign 


trade in agricultural commodities produced in the United 
States * * *, 


Section 104(a) was listed as the first currency use: 


To help develop new markets for United States agricultural 
commodities on a mutually benefiting basis. 
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This was no accident. It was and is the intention of Congress that 
foreign currencies be used to the maximum extent possible for agri- 
cultural market development and that first priority be given this use. 

This committee is concerned by reports that funds are inadequate 
for continuation and expansion of section 104(a) market promotional 
work abroad. This problem has developed as a result of increased 
claims for foreign currencies for other uses and fewer title I sales 
being made in commercial market areas with a corresponding increase 
in underdeveloped countries. ‘To insure that sufficient funds are 
available for section 104(a) market promotional activities, this 
committee recommends: 

1. The use of foreign currencies for section 104(a) should be 
given priority over other nonreimbursable U.S. uses. The com- 
mittee, in approving the enactment of new currency uses, did not 
contemplate that this would result in a reduction of currencies 
available for section 104(a). 

2. The Secretary of Agriculture should determine the level of 
funds needed for section 104(a) before foreign currencies are made 
available for other nonreimbursable U.S. uses authorized in the 
law. 

3. The committee commends the Department for negotiating 
convertibility to nondollar currencies in title I sales agreements. 
However, the amount of conversion included in such agreements 
should be increased to permit greater market promotion lookin 
toward the creation of permanent dollar markets in commercia 
market areas. Further, the inclusion of convertibility for section 
104(a) should be a condition for the approval of future title I 
sales agreements. 


mposttion of programs under title 1, Public Law 480 agreements signed through June 30, 1969 


Commodity co 


(Millions of dollars] 
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EXTENSION OF PUBLIC LAW 480 


DEPARTMENTAL VIEWS 


U.S. DeparTMENT OF AGRICULTURE, 
Washington, D.C. 
Mr. Harker T. STANTON, 
Counsel, Agriculture and Forestry Committee, 
U.S. Senate. 


Dear Mr. Sranton: There is transmitted herewith a draft of a bill, 
together with an explanation thereof, that would put into effect the 
proposal for extending Public Law 480 in accordance with the Presi- 
dent’s agricultural message and the testimony of the Secretary at the 
hearing before the committee. 

The draft legislation would extend title I of Public Law 480 for 1 

ear and increase the amount authorized to be expended under title I 
i $1,500 million. The draft legislation would also extend title II of 
Public Law 480 for 1 year and would increase the amount authorized 
to be expended under title II from $800 million to $1,100 million. 

Sincerely yours, 
Epwarp M. SHuLMaAN, 
Acting General Counsel. 


“‘A BILL To extend the Agricultural Trade Development and Assistance 
Act of 1954, and for other purposes 


“Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
Agricultural Trade Development and Assistance Act of 1954, 
as amended, is amended as follows: 

“**(1) Sections 109 and 204 of such act are amended by 
striking out “1959” and substituting in lieu thereof “1960”. 

“ (2) Section 103(b) of such act is amended by striking 
out “1959” and substituting in lieu thereof “1960” and by 
striking out “$2,250 000,000” and inserting in lieu thereof 
“$3 750,000,000”. 

“ *(3) Section 203 of such act is amended by striking “$800,- 
000,000” and inserting in lieu thereof “‘$1,100,000,000”.’ ” 


EXPLANATION 


The foregoing amendment would: 

(1) extend title I of the Agricultural Trade Develop- 
ment and Assistance Act of 1954 for 1 year; 

(2) increase the amount authorized to be expended 
under title I of such act by $1,500 million; 

(3) extend title II of the act for 1 year; 

(4) increase the amount authorized to be expended 
under title II of such act from $800 million to $1,100 
million. 

CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE ACT 


* * * * * * * 
TITLE I—SALES FOR FOREIGN CURRENCY 
* * * * * * * 


Sac. 108. * * * 

(b) Agreements shall not be entered into under this title during 
the period beginning July 1, 1958, and ending December 31, [1959], 
1960, which will call for appropriations to reimburse the Commodity 
Credit Corporation, pursuant to subsection (a) of this section, m 
amounts in excess of [[$2,250,000,000] $3,750,000,000, plus any 
amount by which agreements entered into in prior fiscal years have 
called or will call for appropriations to reimburse the Commodity 
Credit Corporation in amounts less than authorized for such prior 
fiscal years by this Act as in effect during such fiscal years. 

* * * « * x + 


Src. 109. No transactions shall be undertaken under authority of 
this title after December 31, [1959] 1960, except as required pursuant 
to agreements theretofore entered into pursuant to this title. 


TITLE II—FAMINE RELIEF AND OTHER ASSISTANCE 
* * * * * ~ * 


Src. 203. Not more than [$800,000,000] $17,100,000,000 (including 
the Corporation’s investment in the commodities) shall be expended 
for all such transfers and for other costs authorized by this title. The 
President may make such transfers through such agencies including 
intergovernmental organizations, in such manner, and upon such 
terms and conditions as he deems appropriate; he shall make use of 
the facilities of voluntary relief agencies to the extent practicable. 
Such transfers may include delivery f.o.b. vessels in United States 
ports and, upon a determination by the President that it is necessary 
to accomplish the purposes of this title or of section 416 of the Agri- 
cultural Act of 1949, as amended, ocean freight charges from United 
States ports to designated ports of entry abroad may be paid from 
funds available to carry out this title on commodities transferred 
pursuant hereto or donated under said section 416. Funds required 
for ocean freight costs authorized under this title may be transferred 
by the Commodity Credit Corporation to such other Federal agency 
as may be designated by the President. 

Sec. 204. No programs of assistance shall be undertaken under 
the authority of this title after December 31, [1959] 1960. 


O 
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PREVENTION OF WATERFOWL DEPREDATIONS 


Juty 15, 1959.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Agriculture 
and Forestry, submitted the following 


REPORT 


'To accompany S. 2133] 






The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 2133) to amend the act of July 3, 1956 (70 Stat. 492), en- 
titled “‘An act to authorize the Secretary of the Interior to cooperate 
with Federal and non-Federal agencies in the prevention of waterfowl 
depredations, and for other purposes,” having considered the same, 
report thereon with a recommendation that it do pass without amend- 
ment. 
This bill would extend permanently the law providing for the use of 
surplus grain to prevent waterfowl depredation by repealing section 5 
of the act, which provided that the program would be in effect for 
3 years only. 
The Department of Agriculture estimates that the average cost of 
the program for the last 3 years has amounted to about $20,000 per 
ear. 
. A fuller explanation is contained in the report from the Secretary 
of the Interior, which follows: 


U.S. DeparRTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 1, 1959. 
Hon. Ricnarp M. Nrxon, 
President, U.S. Senate, 
Washington, D.C. 

Dear Mr. Presipent: Enclosed herewith is a draft of a proposed 
bill to amend the act of July 3, 1956 (70 Stat. 492), entitled ‘‘An act to 
authorize the Secretary of the Interior to cooperate with Federal and 
non-Federal agencies in the prevention of waterfowl depredations, and 
for other purposes.” 

We recommend that the proposed bill be referred to the appropriate 
committee for consideration, and that it be enacted. 


84006 
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This proposed legislation would repeal section 5 of the act of July 
3, 1956, which authorized this Department to cooperate with Federal 
and non-Federal agencies in the prevention of waterfowl depredations. 
Section 5 of the act limits operations thereunder to 3 years following 
enactment. As a result, operations under the act are due to expire 
on July 3, 1959. We believe that such operations should continue on 
the same basis now provided in the act. We feel that further changes 
should not be made in the 1956 act at this time. If future operations 
demonstrate the need for additional changes, we shall, of course, make 
recommendations accordingly to the Congress. 

The 1956 act provides that, for the purpose of preventing crop 
damage by migratory waterfowl, the Commodity Credit Corporation 
shall make available to the Secretary of the Interior such wheat, corn, 
or other grains, acquired through price support operations, as may 
be certified by the Commodity Credit Corporation to be available for 
purposes of the act. The Secretary of the Interior is authorized to 
requisition grain to be used to lure migratory waterfowl away from 
crop depredations and at the same time not expose such migratory 
waterfowl to shooting over areas to which the waterfowl has been 
lured by such feeding programs. In our opinion, the 1956 act has 
accomplished its purpose during the time that it has been in operation. 

Since there is a continuing need for grain to be used in depredation 
control work, we urge that the act be continued in effect and that the 
time limitation imposed by section 5 thereof be repealed. Since enact- 
ment of the 1956 act, this Department has requisitioned an average of 
400 tons of grain annually. This grain has been used judiciously and 
in @ manner that we feel is in the public interest in preventing and 
curtailing waterfowl crop damage. Although we have been reluctant 
to undertake this type of control, we find that under certain conditions 
waterfowl feeding programs constitute an effective means of prevent- 
ing or controlling crop depredations caused by birds. Consequently, 
the use of grain that can be made available for this purpose is desirable 
when carried out under proper safeguards and consistently with good 
wildlife management practices. 

We have been advised by the Bureau of the Budget that there is no 
objection to the submission of this proposed legislation to the Congress. 

Sincerely yours, 
Ross LEFFLER, 
Assistant Secretary of the Interior. 


CHANGES IN 





EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Pusuic Law 654, 84TH ConersEss 


AN ACT To authorize the Secretary of the Interior to cooperate with Federal 
and non-Federal agencies in the prevention of waterfowl] depredations, and for 
other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That, for the purpose of pre- 
venting crop damage by migratory waterfowl, the Commodity Credit 
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Corporation shall make available to the Secretary of the Interior such 
wheat, corn, or other grains, acquired through price support opera- 
tions and certified by the Commodity Credit Corporation to be avail- 
able for purposes of this Act or in such condition through spoilage or 
deterioration as not to be desirable for human consumption, as the 
Secretary of the Interior shall requisition pursuant to section 2 hereof. 
With respect to any grain thus made available, the Commodity 
Credit Corporation may pay packaging, transporting, handling, and 
other charges up to the time of delivery to one or more designated 
locations in each State. 

Sec. 2. Upon a finding by the Secretary of the Interior that any 
area in the United States is threatened with damage to farmers’ crops 
by migratory waterfowl, whether or not during the open season for 
such migratory waterfowl, the Secretary of the Interior is hereby 
authorized and directed to requisition from the Commodity Credit 
Corporation and to make available to Federal, State, or local govern- 
mental bodies or officials, or to private organizations or persons, such 
grain acquired by the Commodity Credit Corporation through price- 
support operations in such quantities and subject to such regulations 
as the Secretary determines will most effectively lure migratory water- 
fowl away from crop depredations and at the same time not expose 
such migratory waterfowl to shooting over areas to which the water- 
fowl have been lured by such feeding programs. 

Src. 3. With respect to all grain made available pursuant to sec- 
tion 2, the Commodity Credit Corporation shall be reimbursed by the 
Secretary of the Interior for its expenses in packaging and transport- 
ing such grain for purposes of this Act. 

Sec. 4. There are hereby authorized to be appropriated such sums 
as may be necessary to reimburse the Commodity Credit Corporation 
for its investment in the grain transferred pursuant to this Act. 

(Sec. 5. No grain shall be made available by the Commodity 
Credit Corporation under this Act after the expiration of three years 
following its enactment.] 


O 
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861TH CONGRESS t SENATE Report 
1st Session No. 525 


SALE OF RESERVED MINERAL INTERESTS 


Juny 15, 1959.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Agriculture 
and Forestry, submitted the following 


REPORT 


[To accompany 8. 1110] 


The Committee on Agriculture and Forestry, to whom was re- 
ferred the bill (S. 1110) to amend the act of August 4, 1955 (Public 
Law 237, 84th Cong.), to provide for conveyance of certain interests 
in the lands covered by such act, having considered the same, report 
thereon with a recommendation that it do pass with amendments. 

This bill provides for the sale at fair market value of certain re- 
served mineral interests in certain lands in South Carolina. The 
lands concerned were conveyed by the Government to Clemson 
College in 1954 under the Bankhead-Jones Farm Tenant Act, subject 
to a public use requirement and the reservation of certain mineral 
interests. In 1955 Congress authorized the Secretary of Agriculture 
to release the public use requirements, and this bill provides for the 
sale of the mineral interests At the suggestion of the Department of 
Agriculture, the committee has recommended amendments to restrict 
the sale of mineral interests to those lands which are released from the 
public use requirement. The bill and the amendments are more fully 
explained in the attached letter from the Department. 


DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., May 7, 1959. 
Hon. Auten J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 


Dear SENATOR Ettenper: This is in reply to your request of Feb- 
ruary 20, 1959, for a report on S. 1110, a bill to amend the act of 
August 4, 1955 (Public Law 237, 84th Cong.) to provide for conveyance 
of certain interests in the lands covered by such act. 
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We have no objection to enactment of S. 1110 if amended as 
recommended herein. 

This bill would amend the act of August 4, 1955 (69 Stat. 496), 
which directs the Secretary of Agriculture to release on behalf of the 
United States conditions in two deeds conveying certain submarginal 
lands to Clemson Agricultural College so as to permit the college, 
subject to certain conditions, to sell or exchange such lands. S. 1110 
would provide upon application within a 10-year period that all the 
undivided mineral interests of the United States in the lands con- 
veyed to Clemson Agricultura! College shall be conveyed to the col- 
lege by the Secretary of the Interior upon payment of an amount 
equal to the fair market value of such interests as determined by 
appraisal or otherwise. In addition, the bill would provide that the 
Secretary of the Interior may similarly convey the mineral interests 
of the United States in any parcel or tract of land among the lands 
conveyed to Clemson Agricultural College. 

The lands which would be affected by the bill consist of about 20,000 
acres in the Clemson College land utilization project (SC-LU-3) in 
Anderson, Oconee, and Pickens Counties, 5.C., acquired by the Fed- 
eral Government in the 1930’s and administered pursuant to provisions 
of title III of the Bankhead-Jones Farm Tenant Act. Title to this 
project was granted to the college on December 22, 1954. As required 
by the Bankhead-Jones Farm Tenant Act, the conveyance was made 
subject to a public use requirement and the reservation to the United 
States of certain mineral interests. The grant consisted of about 
27,470 acres but, subsequently, the Federal Government reacquired 
by eminent domain action 7,380.5 acres for the Hartwell Dam and 
Reservoir, a Corps of Engineers project. These federally reacquired 
lands would not be subject to S. 1110. 

The act of August 4, 1955 (69 Stat. 496) directs the Secretary of 
Agriculture to release the public use requirements and permit the 
college to sell or exchange portions of the lands covered by agreements 
entered into by the Secretary and the college. 

Upon application of the college, a tract of 36.62 acres was released 
from the public purpose requirement on December 31, 1958. The 
college advised in its application that it desired to sell the tract to the 
Surety Insurance Co. so that the company might erect thereon and 
lease to Saco-Lowell Shops a building to be used for research in the 
development of improved textile manufacturing machinery. Objec- 
tions by the prospective purchaser to the outstanding mineral rights 
make it necessary for the college to obtain the reserved mineral 
interests so they may be conveyed with the land. In connection with 
other planned developments, the college may desire to make other 
dispositions of the lands through sales or land exchanges. 

In order to meet the situation faced by the college, we believe that 
it is necessary to convey only the reserved interests on those tracts 
covered by agreement and released from the public use requirement 
under the 1955 act. To accomplish this, page 2 of the bill should be 
amended as follows: 

1. Strike all after “Src. 3.” in line 1 through line 10. 

2. Line 11, change ‘‘(b)” to ‘‘(a)”’. 

3. Lines 11 and 12, strike the words ‘‘made within the ten-year 
period which begins on the date of enactment of this Act,’ and 
strike the comma following the word “and”. 
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4. Line 13, change “‘(c)” to “(b)”. 
5. Lines 15 and 16, strike the words “among the lands conveyed 
by the two deeds described in the first section of” and insert the 
words “released pursuant to’’. 

6. Line 16, between the words “Act” and “may” insert the words 
“from the said conditions as to such lands’’. 

7. Line 21, change ‘‘(c)” to “(b)”’. 

As @ correcting amendment, we suggest that in line 9, page 1 of 
the bill, “60” be changed to ‘69’. 

It is our understanding that in any conveyance of mineral interests 
of the United States the Secretary of the Interior would establish 
the fair market value of such mineral interests by appraisal or 
otherwise. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincreely yours, 
True D. Morse, Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXTX of the Standing 
Rules of the Senete, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Pusuic Law 237—84TH CoNGRESS 


AN ACT To direct the Secretary of Agriculture to release on behalf of the United 
States conditions in two deeds conveying certain submargina] lands to Clemson 
Agricultural College of South Carolina so as to permit such college, subject to 
certain conditions, to sell, lease, or otherwise dispose of such lands. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That, notwithstanding the 
provisions of subsection (c) of section 32 of the Bankhead-Jones Farm 
Tenant Act, as amended (7 U.S.C. 1011(c)), the Secretary of Agri- 
culture is authorized and directed to release on behalf of the United 
States with respect to lands designated pursuant to section 2 hereof, 
the conditions, contained in two deeds, both dated December 22, 1954, 
conveying certain submarginal lands in Anderson, Oconee, and 
Pickens Counties, South Carolina, to Clemson Agricultural College 
of South Carolina, which require that the lands conveyed be used for 
public purposes and provide for a reversion of such lands to the United 
States if at any time they cease to be so used. 

Src. 2. The Secretary shall release the conditions referred to in 
section 1 only with respect to lands covered by and described in an 
agreement or agreements entered into between the Secretary and the 
college in which the college, in consideration of the release of said 
conditions as to such lands, agrees— 

(1) that all proceeds from the sale or exchange of such lands 

shall be used by the college for the acquisition of lands within the 
exterior boundaries of the project or for the development or 
improvement of lands within the project; 
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(2) that any lands acquired by the sale or exchange of the 
lands covered by such agreement shall become a part of the project 
established on the lands conveyed by the two deeds referred to in 
section 1 and shall be subject to the conditions with respect to 
the use of such lands for public purposes contained in such deeds; 
and 

(3) that all proceeds from the sale, lease, or other disposition 
of the lands covered by such agreement shall be maintained by 
the college in a separate fund and that the record of all trans- 
actions involving such fund shall be open to inspection by the 
Secretary. 

Sec. 3. (a) Upon application and subject to subsection (6) of this 
section, all the undivided mineral interests of the United States in any 
parcel or tract of land released pursuant to this Act from the said condt- 
tions as to such lands may be conveyed to the Clemson Agricultural 
College of South Carolina by the Secretary of the Interior upon the 
payment of an amount equal to the fair market value of such interests, 
as determined by appraisal or otherwise. 

(b) This section shall not apply to the mineral interests of the United 
States in the seven thousand three hundred eighty and one-half acres of 
land taken by eminent domain in Civil Action 2446 in the United States 
District Court for the Western District of South Carolina. 


O 
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86TH CONGRESS SENATE Report 
1st Session No. 526 


REPEAL OF PROVISION LIMITING CROP INSURANCE TO 
COUNTIES HAVING A CERTAIN NUMBER OF APPLICA- 
TIONS THEREFOR 


Juxy 15, 1959.—Ordered to be printed 


Mr. Jorpan, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


{To accompany H.R. 306] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (H.R. 306) to amend the Federal Crop Insurance Act, having 
considered the same, report thereon with a recommendation that it do 
pass without amendment. 

This bill would repeal a provision prohibiting Federal crop insurance 
in a county unless 200 farms or one-third of the farms normally pro- 
ducing the commodity apply for such insurance. The Department 
recommends enactment because (1) the existing prohibition has pre- 
vented expansion or continuance of the program where it would have 
been to the best interest of farmers and the Corporation and (2) the 
existing prohibition is uneconomical, on occasion preventing expansion 
or continuation of the program in a county after considerable funds 
have been expended by the Corporation. 

The report of the House Committee on Agriculture further explain- 
ing the bill is attached. 


[H. Rept. 210, 86th Cong., Ist sess.] 


The Committee on Agriculture, to whom was referred 
the bill, (H.R. 306) to amend the Federal Crop Insurance 
Act, having considered the same, report favorably thereon 
with an amendment and recommend that the bill, as 
amended, do pass. 

The amendment is as follows: 

Page 1, line 5, strike out “tenth” and insert “eleventh”. 
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PURPOSE 


The purpose of this bill is to provide more administrative 
flexibility in determining the counties in which crop insur- 
ance will be made available by the Crop Insurance Corpora- 
tion. 


NEED FOR THE LEGISLATION 


The present provisions of the crop-insurance law provide 
that insurance with respect to any crop shall not be provided 
in any county, “unless written applications therefor are 
filed covering at least 200 farms or one-third of the farms 
normally producing the agricultural commodity.” While 
this arbitrary limitation was valuable during the earlier years 
of the present crop-insurance program, it has now outlived 
its usefulness and has placed the program within rigid limi- 
tations which are proving undesirable. The amendment 
made by this bill simply removes from the act the arbitrary 
limitation of 200 producers or one-third of the farms normally 
producing the commodity, and leaves to the discretion of the 
Crop Insurance Board the determination as to when there is 
sufficient demand for crop insurance in a county to warrant 
the program being established there. 


COST 


There would be no additional cost as a result of this legis- 
lation and its enactment might, in fact, result in some admin- 
istrative savings, since the Corporation will not be placed 
in the position of conducting a preliminary insurance pro- 

am only to find that its time and effort have been wasted 

ecause a few farmers less than the required 200 have signed 
up for the insurance. 


DEPARTMENTAL APPROVAL 


The bill reported herewith is identical with a bill (H.R. 
13262) which was favorably reported by this committee in 
the 85th Congress and passed the House on August 23, 1958. 
It was not acted upon in the Senate. The following report 
from the Department of Agriculture, recommending enact- 
ment of the legislation, was submitted in connection with 
H.R. 13262. 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., July 29, 1958. 

Hon. Harotp D. Coo tey, 

Chairman, Committee on Agriculture, 

House of Representatives. 

Drar ConcressMAN Cootey: This is in reply to your 
request of July 7, 1958, for a report on H.R. 13262, a bill 
to amend the Federal Crop Insurance Act to eliminate the 
requirement that “insurance shall not be provided in any 
county unless written applications therefor are filed covering 
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at least 200 farms or one-third of the farms normally produc- 
ing the agricultural commodity, excluding farms refused 
insurance on the basis of the ae involved.” 

The Department recommends that the bill be passed. 

Our reasons for recommending passage of the bill are as 
follows: 

1. It has been the Federal Crop Insurance Corporation’s 
experience that this requirement in the act has prevented the 
expansion to, or the continuance of the crop insurance pro- 
gram in counties where it would have been to the best interest 
of both the Corporation and the farmers to have had crop- 
insurance protection available in the county. 

2. The existence of this requirement has also proved to be 
uneconomical from an administration standpoint. Occa- 
sionally, considerable funds have been expended in the com- 
pilation of coverages and rates and the conduct of a sales 
program, and then the county would fail to qualify by only 
a few applications. In these instances, funds and efforts ex- 
pended in such counties are wasted. 

3. Enactment of the bill into legislation would provide the 
Corporation with needed flexibility in its operations, better 
service to farmers, and more economical administration. 

It should be noted that the sentence in the Federal Crop In- 
surance Act intended to be amended is the 11th sentence of 
section 508(a) rather than the 10th sentence of such section, 
as stated in the bill. 

The Bureau of the Budget advises that there is no objection 
to the submission of this report. 

Sincerely yours, 

Marvin L. McLatn, Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


FrepreraL Crop INsurRANCE Act, AS AMENDED 
CROP INSURANCE 


Sec. 508. To carry out the purposes of this title the Corpo- 
ration is authorized and empowered— 

(a) Commencing with crops planted for harvest in 1948, 
for the purpose of determining the most practical plan, terms, 
and conditions of insurance for agricultural commodities, if 
sufficient actuarial data are available, as determined by the 
Board, to insure, or to reinsure insurers of, producers of such 
agricultural commodities under any plan or plans of insurance 
determined by the Board to be adapted to any such com- 
modity. Such insurance shall be against loss of the insured 
commodity due to unavoidable causes, including drought, 
flood, hail, wind, frost, winterkill, lightning, fire, excessive 
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rain, snow, wildlife, hurricane, tornado, insect infestation, 
plant disease, and such other unavoidable causes as may be 
determined by the Board: Provided, That, except in the case 
of tobacco, such insurance shall not extend beyond the period 
the insured commodity is in the field. In 1948 insurance 
shall be limited to not more than seven agricultural com- 
modities (including wheat, cotton, flax, corn, and tobacco) 
and to not more than three additional agricultural commodi- 
ties in each year thereafter: Provided, That other agricultural 
commodities may be included in multiple crop insurance 
(insurance on two or more agricultural commodities under 
one contract with a producer). Beginning with crops planted 
for harvest in 1954, crop insurance may be offered each year 
in not to exceed 100 counties in addition to the number of 
counties in which such insurance was offered in the preceding 
year. In determining the new counties in which such in- 
surance is to be offered and the commodities to be insured, 
the Corporation shall take into consideration the demand of 
farmers for such insurance, the extent to which such insur- 
ance is available to commercial producers of insured com- 
modities, and the anticipated risk of loss to the Corporation. 
Reinsurance for private insurance companies shall be limited 
to not to exceed twenty counties which may be selected with- 
out regard to the other county limitations specified herein. 
Any insurance offered against foes in yield shall not cover in 
excess of 75 per centum of the recorded or appraised average 
yield of the commodity on the insured farm for a representa- 
tive period subject to such adjustments as the Board may 
prescribe to the end that the average yields fixed for farms in 
the same area, which are subject to the same conditions, may 
be fair and just: Provided, That if 75 per centum of the aver- 
age yield represents generally more protection than the 
investment in the crop in any area, taking into consideration 
recognized farming practices, the Board shall reduce such 
maximum percentage so as more nearly to reflect the invest- 
ment in the crop in such area. Insurance provided under 
this subsection shall not cover losses due to the neglect or 
malfeasance of the producer, or to the failure of the producer 
to reseed to the same crop in areas and under circumstances 
where it is customary to so reseed, or to the failure of the 
producer to follow established good farming practices. 
Counties selected by the Board shall be representative of 
the several areas where the agricultural commodity insured 
is normally produced. The Board may limit or refuse in- 
surance in any county or area, or on any farm, on the basis 
of the insurance risk involved. Insurance shall not be pro- 
vided [in any county unless written applications therefor are 
filed covering at least two hundred farms or one-third of the 
farms normally producing the agricultural commodity, ex- 
cluding farms refused insurance on the basis of the risk in- 
volved; nor shall insurance] on any agricultural commodity 
[be provided] in any county in which the Board determines 
that the income from such commodity constitutes an un- 
important part of the total agricultural income of the county, 
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except that insurance may be provided for producers on 
farms situated in a local producing area bordering on a 
county with a crop-insurance program. The Corporation 
shall report annually to the Congress the results of its opera- 
tions as to each commodity insured. 

(b) To fix adequate premiums for insurance in the agricul- 
tural commodity or in cash, at such rates as the Board deems 
sufficient to cover claims for crop losses on such insurance 
and to establish as expeditiously as possible a reasonable 
reserve against unforeseen losses: Provided, That such pre- 
miums may be established on the basis of the parity or com- 
eer price for the commodity as determined and pub- 
ished by the Secretary of Agriculture, or on the basis of an 
average market price designated by the Board. Such pre- 
miums shall be collected at such time or times, or shall be 
secured in such manner, as the Board may determine. 

(c) To adjust and pay claims for losses in the agricultural 
commodity or in cash, under rules prescribed by the Board: 
Provided, That indemnities may be determined on the same 
price basis as premiums are determined for the crop with 
respect to which such indemnities are paid. The Corpora- 
tion shall provide for the posting annually in each county 
at the county courthouse of a list of indemnities paid for losses 
on farms in such county. In the event that any claim for 
indemnity under the provisions of this title is denied by the 
Corporation, an action on such claim may be brought against 
the Corporation in the United States district court, or in 
any court of record of the State having general jurisdiction, 
sitting in the district or county in which the insured farm is 
located, and jurisdiction is hereby conferred upon such 
district courts to determine such controversies without 
regard to the amount in controversy: Provided, That no suit 
on such claim shall be allowed under this section unless the 
same shall have been brought within one year after the date 
when notice of denial of the claim is mailed to and received 
by the claimant. 

(d) From time to time, in such manner and through such 
agencies as the Board may determine, to purchase, handle, 
store, insure, provide storage facilities for, and sell the 
agricultural commodity, and pay any expenses incidental 
thereto, it being the intent of this provision, however, that, 
insofar as practicable, the Corporation shall purchase the 
agricultural commodity only at the rate and to a total amount 
equal to the payment of premiums in cash by farmers or to 
replace promptly the agricultural commodity sold to prevent 
deterioration; and shall sell the agricultural commodity only 
to the extent necessary to cover payments of indemnities and 
to prevent deterioration: Provided, however, That nothing 
in this section shall prevent prompt offset purchases and 
sales of the agricultural commodity for convenience in 
handling. Nothing in this section shall prevent the Corpo- 
ration from accepting, for the payment of premiums, notes 
payable in the commodity insured, or the cash equivalent, 
upon such security as may be determined pursuant to sub- 
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section (b) of this section, and from purchasing the quantity 
of the commodity represented by any of such notes not paid 
at maturity. The restriction on the purchase and sale of the 
agricultural commodity provided in this section shall be 
made a part of any crop insurance agreement made under 
this title. Notwithstanding any provision of this title, 
there shall be no limitation upon the legal or equitable 
remedies available to the insured to enforce against the 
Corporation the foregoing restriction with respect to pur- 
chases and sales of the agricultural commodity 

(e) In connection with insurance upon yields of cotton, 
to include provision for additional premiums and indemnity 
in terms of lint cotton to cover loss of cottonseed, such ad- 
ditional premium and indemnity to be determined on the 
basis of the average relationship between returns from 
cottonseed and returns from lint cotton for the same period 
of years as that used for computing yields and premium rates. 


O 





Calendar No.524 


86TH CONGRESS } SENATE REPORT 
1st Session No. 527 


DURUM WHEAT 


Jury 15, 1959.—Ordered to be printed 


Mr. Youne of North Dakota, from the Committee on Agriculture and 
Forestry, submitted the following 


REPORT 


[To accompany S. 1282] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 1282), relating to acreage allotments for Durum wheat, 
having considered the same, report thereon with a recommendation 
that it do pass with an amendment. 

With the committee amendment, the bill would require the Secre- 
tary of Agriculture to increase farm wheat acreage allotments in certain 
counties in North Dakota, Minnesota, Montana, South Dakota, and 
California to the extent, if any, necessary to meet the demand for 
Durum wheat. The counties would be those capable of producing 
Durum and having a Durum production history. The increase in 
allotment would be limited to farms producing only Durum, would be 
additional to the National, State, aad county allotments, would not be 
applicable to permit any increased removal from storage of wheat 
stored from a previous crop to avoid penalty, and would not count as 
history toward future farm, county, or State allotments. 

Durum wheat is the preferred cereal for the manufacture of macaro- 
ni, spaghetti, and similar products. It will grow properly in only a few 
areas in the United States. These areas are located in Minnesota, 
North Dakota, South Dakota, Montana, and California. 

About 6 years ago a new rust disease attacked Durum wheat and so 
seriously reduced production that emergency measures were necessary 
to provide an adequate supply. To accomplish this, special exceptions 
were made in the wheat quota laws for the crops of 1954, 1955, 1956, 
and 1957 to permit farmers in the Durum wheat areas to plant acreage 
of Durum in excess of their regular allotments. By 1958 it appeared 
that emergency legislation was no longer necessary and only minor 
provision was made for the production of additional Durum wheat in 
the Tulelake area of California for 1958 and 1959. It now appears 
possible that there may be future shortages of this type of wheat and 
the Secretary of Agriculture should have such authority as may be 
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necessary to guard against such shortages and consequent loss of 
markets. 

The primary objection of the Department of Agriculture to the bill 
is that the supply of Durum wheat for the 1959-60 marketing year is 
expected to be adequate to meet all domestic and export requirements 
and provide a comfortable carryover. This would hardly seem to be 
a sound objection since the bill is effective only when the Secretary 
finds that allotments of farms producing Durum are inadequate to 
provide for the production of a sufficient quantity of Durum wheat to 
satisfy the demand. Furthermore, the bill is applicable to any future 
year in which its application becomes necessary, and it is now too 
ate to make it applicable to the 1959 crop. 

The Department further objects to the fact that no provision is 
made for limiting the shift of acreage from Hard Red Spring wheat 
to Durum wheat, and that if the incentive to increase Durum seedings 
is made sufficiently attractive it would be possible for Durum produc- 
tion to exceed demand. ‘The bill requires the Secretary to increase 
allotments “by such uniform percentage as he deems necessary to 
provide for” the needed quantity. If the Secretary fulfills the direc- 
tion of the law, therefore, production should not be excessive and there 
should not be excessive shifts from Hard Red Spring to Durum. 
Of course the law requires him to make estimates, and those estimates 
may not be correct, but the entire law is based on estimates which 
may be equally subject to error. Any limitation on acreage shifts 
provided by the bill would not increase the infallibility of the esti- 
mates which must be made. 

The Department’s report appears to be based upon the misconcep- 
tion that “the bill provides for the production of sufficient quantity 
of Durum wheat each year to satisfy demand without regard to carry- 
over stocks”. The bill does not so provide and the Secretary would 
be expected to take carryover into account. 

The committee amendment strikes out the provision for an advisory 
committee, which is not considered necessary, and clarifies the bill by 
relating each action under the bill to a specific crop. 


DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., April 2, 1959. 
Hon. ALLEN J. ELLENDER, 


Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 


Dear Senator Evienper: This in in reply to your request of 
March 7, 1959 for a report on S. 1282, a bill relating to acreage allot- 
ments for Durum wheat. 

This Department does not recommend the enactment of S. 1282. 

This bill would amend section 334(e) of the Agricultural Adjust- 
ment Act of 1938, as amended, to provide for the establishment of a 
nine-member advisory committee to be appointed by the Secretary 
which would be composed of five members representing the growers 
of Durum wheat, two members representing the millers of such wheat, 
and two members representing the manufacturers of macaroni or 
similar products processed in whole or substantial part from Durum 
wheat. This committee would make studies of the production and 
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demand for Durum wheat and the products processed therefrom, 
determine the extent to which acreage allotments of farms producing 
Durum wheat should be increased to supply any deficiency found to 
exist between demand and production, and recommend such increases 
to the Secretary. The members of the committee would be paid 
compensation at the rate of $50 per day when engaged in the work of 
the committee, including travel time, and would be allowed travel 
expenses and per diem in lieu of subsistence. The committee would 
be required to meet at least once each year and at such other times as 
may be designated by the Secretary or by a majority of the members. 
The Secretary would be required to consider each year the recom- 
mendation of the Advisory Committee and, if he finds that the wheat 
acreage allotments of farms producing Durum wheat are inadequate 
to provide sufficient production of such wheat to satisfy the demand, 
the wheat acreage allotments for farms located in counties in the 
States of North Dakota, Minnesota, Montana, South Dakota, and 
California designated by the Secretary es counties capable of pro- 
ducing Durum wheat and which have produced such wheat for 
commercial food products during one or more of the preceding 5 
years, would be increased by such uniform percentage as he deems 
necessary to provide such production. No increase would be made 
in the wheat acreage allotment for any farm for any year if an 
wheat other than ‘Tues wheat is planted on such farm for suc 
ear. 
; The increases in wheat acreage allotments which this bill would 
authorize would be in addition to the National, State, and county 


allotments, but such increases would not be considered in establishing 
future State, county, and farm allotments. Provision is made in 
the bill whereby -~ reduction made in the wheat acreage on a farm 


for the purpose of reducing stored excess wheat such reduction 
would apply to the original allotment established for the farm and 
not to the increased allotment. As used in the bill the term “Durum 
wheat”? would mean Durum wheat (class II) other than the verieties 
known as Golden Ball and Peliss. 

Our primary objection to the enactment of this bill stems from the 
fact that the anata of Durum wheat for the 1959-60 marketing year 
is expected to be adequate to meet all domestic and export require- 
ments and provide a comfortable carryover at the beginning of the 
1960-61 marketing year. On the basis of the prospective plantings of 
Durum wheat in 1959 and the carryover on July 1, 1959, which is 
currently estimated at 21 million bushels, the total supply for the 
1959-60 marketing year is expected to be about 1% times larger than 
the anticipated utilization. ‘Thus, the carryover of Durum wheat on 
July 1, 1960 will most likely exceed 10 million bushels which is sub- 
stantial when considered in relation to the expected disappearance in 
1960-61 of around 30 million bushels. 

The bill makes no provision for limiting the extent of shift in acreage 
from Hard Red Spring wheat to Durum wheat whenever allotments 
are increased to obtain additional production of Durum wheat. With 
the incentive to increase the seedings of Durum wheat made suffi- 
ciently attractive to obtain a shift in acreage, it would be possible 
for the production of Durum wheat in that particular year to greatly 
exceed the demand therefor. Under these circumstances, the excess 
production would be delivered to the Commodity Credit Corporation. 
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The only opportunity the Corporation would have to dispose of its 
stocks of Durum wheat would be in years of a short crop, since the bill 
provides for the production of sufficient quantity of Durum wheat 
each year to satisfy demand without regard to carryover stocks. 
Thus, the Corporation would be placed in the position of having to 
serve as a depository for all excess Durum wheat production with 
very limited opportunity to dispose of its stocks. This would, no 
doubt, result in a continuous buildup of stocks which in turn would 
tend to depress prices received by farmers for Durum wheat. 

Since the supply of Hard Red Spring wheat, which is produced in 
the same area that Durum wheat is produced is in burdensome sur- 
plus and to a large extent is substitutable for Durum wheat in the 
making of macaroni products, we are opposed to the enactment of 
any permanent type legislation which would increase farm wheat 
acreage allotments over and above the National, State, and county 
allotments to obtain additional production of Durum wheat as pro- 
vided in this bill. We believe that with sufficient price incentive the 
desired production of Durum wheat can be obtained without any 
increase in farm wheat acreage allotments. 

With the Department already having administrative authority to 
appoint and use advisory committees, we can see no need for legisla- 
tion making it mandatory for the Secretary to appoint such a com- 
mittee to study the supply and demand situation on Durum wheat; 
particularly, in view of the fact that the services of such a committee 
can be obtained without per diem compensation. 

It is believed that the enactment of this bill would result in the 
need for additional funds in carrying out the price support operations 
on Durum wheat, but due to the variation in year-to-year production 
and demand it is not possible to estimate the amount needed for any 
one fiscal year. 

We are advised by the Bureau of the Budget that there is no 
objection to the submission of this report. 

Sincerely yours, 


Trus D. Morss, Acting Secretary. 
CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing te proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


AGRICULTURAL ADJUSTMENT AcT oF 1938 
* * 

Sec. 334 * * * 

(e) [Notwithstanding any other provision of this Act, the Secretary 
shall increase the farm marketing quotas and acreage allotments for 
the 1957 crop of wheat for farms located in counties in the States of 
North Dakota, Minnesota, Montana, South Dakota, and California, 
designated by the Secretary as counties which (1) are capable of pro- 
ducing durum wheat (class II) and (2) have produced such wheat 
for commercial food products during one or more of the five years 


* 





* * * * 

















DURUM WHEAT 5 


1952 through 1956. The increase in the wheat acreage allotment for 
any farm shall be conditioned upon the production of durum wheat 
(class II) on such increased acreage. The increased allotment shall 
be determined by adding to the allotment established without regard 
to this subsection (hereinafter referred to as the “original allotment”’) 
an acreage equal to the acreage by which the original allotment ex- 
ceeds the 1957 acreage on the farm of classes of wheat other than 
durum wheat (class II) (hereinafter referred to as ‘‘other wheat’’), 
but such increased allotment shall not exceed the smaller of the crop- 
land on the farm well suited to wheat or the wheat acreage on the 
farm: Provided, That for the purposes of this subsection (1) the 
original allotment for each farm shall be not less than fifteen acres, 
and (2) varieties of class I] (durum wheat) known as ‘Golden Ball’ 
and ‘‘Peliss’” shall be regarded as “other wheat”. Notwithstandin 
any other provision of this subsection, (1) no acreage allotment shall 
be increased under this subsection by more than sixty acres, and (2) 
no acreage allotment shall be increased under this subsection for any 
farm on which the producer knowingly devotes to the production of 
other wheat an acreage in excess of the acreage allotment established 
without regard to this subsection (and particularly without regard to 
clause (1) of the foregoing proviso). 

[The increases in wheat acreage allotments authorized by this sub- 
section shall be in addition to the National, State, and county wheat 
acreage allotments, and the acreage of durum wheat (class IT) on such 
increased allotments shall not be considered in establishing future 
State, county and farm acreage allotments. 

[The provisions of paragraph (6) of Public Law 74, Seventy-seventh 
Congress (7 U.S.C. 1340 (6)), and section 326 (b) of this Act, relating 
to the reduction of the storage amount of wheat shall apply to the 
allotment for the farm established without regard to this subsection 
and not to the increased allotment under this subsection. 

[For the purpose of applying section 103(a)(1) of the Soil Bank 
Act (relating to participation in the acreage reserve) to any farm 
receiving an increased allotment under this subsection— 

[(1) the ‘farm acreage allotment” shall be the allotment estab- 
lished without regard to this subsection and not the increased 
allotment under this subsection, and 

[(2) each acre planted to durum wheat (class IT) shall count as 
one-half acre of wheat. 

For the purposes of this subsection ‘wheat acreage on the farm”’ shall 
include acreage in the wheat acreage reserve.}] If, with respect to 
any crop of wheat, the Secretary finds that the acreage allotments of farms 
producing durum wheat are inadequate to provide for the production of 
a sufficient quantity of durum wheat to satisfy the demand therefor, the 
wheat acreage allotment for such crop for each farm located in a county 
in the States of North Dakota, Minnesota, Montana, South Dakota, and 
California designated by the Secretary as a county which (1) is capable 
of producing durum wheat, and (2) has produced such wheat for com- 
mercial food products during one or more of the five years immediately 
preceding the year in which such crop is harvested, shall be increased 
by such uniform percentage as he deems necessary to provide for such 
quantity. No increase shall be made under this subsection in the wheat 
acreage allotment of any farm for any crop if any wheat other than durum 
wheat is planted on such farm for such crop. Any increases in wheat 
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acreage allotments authorized by this subsection shall be in addition to 
the National, State, and county wheat acreage allotments, and such 
increases shall not be considered in establishing future State, county, 
and farm allotments. The provisions of paragraph (6) of Public Law 
74, Seventy-seventh Congress (7 U.S.C. 1840(6)), and section 326(b) 
of this Act, relating to the reduction of the storage amount of wheat shall 
apply to the allotment for the farm established without regard to this 
subsection and not to the increased allotment under this subsection. As 
used in this subsection the term “durum wheat” means durum wheat 


(class II) other than the varieties known as “‘Golden Ball” and “‘Peliss.” 


O 
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86TH CONGRESS ! SENATE REpPortT 
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ACQUISITION OF EXISTING PROCESSING, MARKETING, 
AND HANDLING FACILITIES BY FARMER COOPERA- 
TIVES 


Juty 15, 1959.—Ordered to be printed 


Mr. Humparey, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany 8. 2014] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 2014) to clarify and amend the Capper-Volstead Act (42 
Stat. 388, 7 U.S.C. 291-292), and for other purposes, having con- 
sidered the same, report thereon with a recommendation that it do 
pass with amendments. 

This bill, which with the committee amendment is similar in sub- 
stance to H.R. 7391 now pending before the Committee on Agriculture 
of the House, would permit farmer cooperatives to acquire existing 
processing, marketing, and handling facilities. Farmers are now per- 
mitted by section 6 of the Clayton Act and section 1 of the Capper- 
Volstead Act to join together in processing, preparing, handling, and 
marketing their products; but in United States v. Maryland and Vir- 
giunia Milk Producers Association (167 F. Supp. 45, and 168 F. Supp. 
880), it was held that this immunity did not permit the association to 
acquire the assets of an existing dairy and the outstanding stock of 
two other dairies. Such acquisitions were held to violate sections 1 and 
3 of the Sherman Act as conspiracies with other than farmers (the 
sellers of such assets and stock) in restraint of trade, and to violate 
section 7 of the Clayton Act, which prohibits the acquisition of the 
stock or assets of other corporations in interstate commerce where 
such acquisition tends to lessen competition. These decisions cast 
doubt upon past and prospective acquisitions of facilities by many 
and varied farmer cooperatives, which have relied on the authority 
of the Capper-Volstead Act to engage in processing, preparing, han- 
dling, and marketing various products. Phe bill would make it clear 
that they may acquire facilities to carry out such activities from 
whatever source and would remove any question concerning past 
acquisitions. The bill subjects such acquisitions and their ownership 


34006 












2 ACQUISITION OF CERTAIN FACILITIES BY FARMER COOPERATIVES 


and operation as well as the marketing and pricing activities, con- 
tracts, and practices of the cooperatives to the exclusive jurisdiction 
of the Secretary of Agriculture. Under section 2 of the Capper- 
Volstead Act, the Secretary has authority to issue cease-and-desist 
orders if any cooperative’s activities have unduly enhanced the price 
of any agricultural product. 

Appeals in the Maryland and Virginia case are pending in the 
Supreme Court, and the Department of Agriculture has suggested 
that the pendency of such appeals might be a reason for deferring 
action on the bill. The committee felt, however, that passage of the 
bill would provide immediate clarification of the law, and assure its 
interpretation in the manner which the committee feels will best serve 
the public interest. 


In supporting the bill before the subcommittee Senator Long cited a 
report of the House Committee on Agriculture as follows: 


The extreme importance of maintaining, fostering, and 
promoting this “‘home-owned and operated” system of mar- 
keting of farm products was emphasized just recently by the 
House Committee on Agriculture, which on June 1, 1959 pub- 
lished a report entitled “Food Cost Trends.” In the foreword 
to this report, Chairman Harold D. Cooley of the House 
committee stated : 

“This document, assembled from official source materials, 
shows the widening spread between the price the farmer 
receives and what the consumer pays, for food. It illustrates 
graphically the deterioration in farm income during recent 
years while other areas of the Nation’s economy have ex- 
perienced unprecedented purchasing power and general pros- 
perity. Prices received by farmers have gone down, while 
prices between the farm gate and the retail food counter have 
increased substantially. * * * We are the best fed of all 
nations. Yet our farm people receive less than half the 
income for their labors as do people who work in the towns 
and cities. It is my view, therefore, in consideration of the 
facts herein set forth, that it is incumbent upon our Govern- 
ment to develop public policies which will enable farmers to 

articipate equitably, along with industry, business, and 
abor, in the rewards of the American free enterprise system.” 

The report of the House committee goes on to state, at 
page 1, that “‘retail food prices have increased 20 percent in 
the past 10 years, while prices received by the farmers have 
declined 8 percent.’”’ And the same report sets forth this 
conclusion, at page 2: 

“The depressing consequences of farmers’ lack of bargain- 
ing power in our present highly organized economy is nowhere 
more evident than in the divergent trends of farm and retail 
food prices in recent years. Processors and marketing agents, 
the middlemen between farmers and consumers, * * * have 
been successful in adding greatly increased charges to the 
farmers’ products before they reached the consumers.” 


The National Council of Farmer Cooperatives, representing about 
5,000 cooperatives with a membership of several million members, 
advised the subcommittee of its support for the bill. 
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The committee amendments to the text and title of the bill repre- 
sent clarifications submitted to the committee by the author of the 
bill, Senator Long. 

It does not appear that enactment of the bill would result in any 
additional Federal expenditure. 


DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., June 30, 1959. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 


Dear SENATOR E.LenpeER: This is in further reply to your letter 
of May 21, 1959, requesting a report on S. 2014, a bill to clarify and 
amend the Capper-Volstead Act (42 Stat. 388, 7 U.S.C. 291-292) and 
for other purposes. 

This bill would amend section 1 of the Capper-Volstead Act so as 
to declare specifically that any farmer cooperative within the act may 
own and operate marketing facilities for the purpose of selling its 
products at wholesale and/or retail and may acquire the stock or assets 
of existing marketing facilities such as a store, warehouse, market, or 
dairy. It would legalize any such acquisition retroactively. Also, it 
would place “‘all such associations and their activities, contracts, and 
practices,” under “the exclusive jurisdiction of the Secretary of Agri- 
culture and the remedy and procedures provided in section 2” of the 
Capper-Volstead Act. This is an administrative procedure leading to 
a cease-and-desist order, enforcible by the Department of Justice, if 
the Secretary has reason to believe that the cooperative’s activities 
have unduly enhanced the price of an agricultural product. 

The apparent intent of the bill is to accord farmer marketing coop- 
eratives complete immunity from the antitrust laws except, perhaps, 
where they combine or conspire with others. Since it has retroactive 
application, it would also, in effect, legislatively countermand the 
U.S. district court’s decisions in United States v. Maryland and Vir- 
ginia Milk Producers Association (167 F. Supp. 45 and 799; 168 F. 
Supp. 880). 

The Department recommends against enactment of this bill and 
believes that consideration of legislation of this type should be de- 
ferred until the U.S. Supreme Court has disposed of the pending 
appeals in the case against Maryland and Virginia Milk Producers 
Association. 

Processors of agricultural products not owned by farmers coopera- 
tively, particularly in the dairy field, and retail distributors of food 
have through mergers and asset acquisitions grown tremendously 
in size and have concentrated operations during the past 10 to 15 
years. Accordingly, the Department has recognized the need for 
farmer cooperatives to grow comparably and engage in more integrated 
operations if they are to render maximum service to their farmer 
members under current market conditions. 

However, until the Supreme Court has acted on the pending case, 
it seems too early to assess whether farmers through their cooperatives 
are able to achieve efficient and adequate service within the scope of 
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existing laws or whether new legislation would appear to be necessary 
to clarify their status. 
The Bureau of the Budget advises that it has no objection to the 
submission of this report. 
Sincerely yours, 


True D. Morss, Acting Secretary. 
O 
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AUTHORIZING THE SECRETARY OF THE ARMY TO RECEIVE 
FOR INSTRUCTION AT THE U.S. MILITARY ACADEMY AT WEST 
POINT TWO CITIZENS AND SUBJECTS OF THE KINGDOM OF 
THAILAND 









Juty 16, 1959.—Ordered to be printed 





Mr. Tuurmonp, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany S.J. Res. 24] 








The Committee on Armed Services, to whom was referred the joint 
resolution (S.J. Res. 24) authorizing the Secretary of the Army to 
receive for instruction at the U.S. Military Academy at West Point 
two citizens and subjects of the Kingdom of Thailand, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the joint resolution do pass. 










PURPOSE OF THE RESOLUTION 





This measure would authorize the Secretary of the Army to permit 
two persons who are citizens and subjects of the Kingdom of Thailand 
to receive instruction at the U.S. Military Academy. 











EXPLANATION OF THE RESOLUTION 
Background 

Sections 4345, 9345, and 6957 of title 10, United States Code, author- 
ize the instruction at the Military Academy, the Air Force Academy, 
and the Naval Academy of four persons from the Republic of the 
Philippines. Sections 4344, 9344, and 6957 of title 10, United States 
Code, authorize the admission at each of the service academies of not 
more than 20 persons at any one time from Canada and the American 
Republics (other than the United States). Except for these special 
provisions, students from other friendly nations may attend the service 
academies only under special legislation. 

Public Law 318, 83d Congress, authorized the admission of two 
citizens of Thailand to the Military Academy. Under this authority, 
two Thai citizens were admitted to the Military Academy and have 
since been graduated. 
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Conditions of admission 


The joint resolution provides that the United States shall not bear 
the expense of instructing the two Thai citizens who would be admitted 
under the resolution. 

The persons who would be admitted to the Military Academy under 
this resolution would be subject to the same rules and regulations 
governing admission, attendance, discipline, discharge, dismissals, and 
graduation as citizens of the United States except that they would 
not be entitled to appointment to any office or position in the U.S. 
Army because of their having graduated from the Academy. 

The citizens who could be admitted under this resolution would not 
be required to subscribe to the oath required of U.S. citizens and they 
would not be required to sign an agreement to serve in the Armed 
Forces of the United States. The reasons for exempting these per- 
sons from the foregoing requirements are obvious. 


COST 


The resolution expressly provides that the United States shall not 
be subject to any expense on account of instruction received by the 
two subjects of the Kingdom of Thailand at the Military Academy. 


DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report are a letter 
from the Secretary of the Army dated June 26, 1959, and a lettter 
from the Assistant Secretary of State dated May 26, 1959, indicating 
that there is no objection to the resolution by the Army and that the 
Department of State favors the resolution. 

The admission of two Belgium citizens to the Naval Academy that 
is mentioned in the letter from the Department of State would be 
authorized by Senate Joint Resolution 106 which has been reported 
favorably by the committee this date. 


DEPARTMENT OF THE ARMY, 
Washington, D.C., June 26, 1959. 
Hon. Ricuarp B. Russet, 
Chairman, Committee on Armed Services, 
U.S. Senate. 


Dear Mr. CuarrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to Senate Joint Resolution 24, 86th Congress, a bill authorizing 
the Secretary of the Army to receive for instruction at the U.S. Mili- 
tary Academy at West Point two citizens and subjects of the Kingdom 
of Thailand. ‘The Secretary of Defense has delegated to the Depart- 
ment of the Army the responsibility for expressing the views of the 
Department of Defense thereon. 

The purpose of the bill is stated in its title. 

The Department of the Army on behalf of the Department of 
Defense interposes no objection to the above-mentioned bill. 

Under the provisions of sections 4345, 9345, and 6957 of title 10, 
United States Code, one person per class, or a total of four, from the 
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Republic of the Philippines may receive instruction at the U.S. Mili- 
tary Academy, the U.S. Air Force Academy, and the U.S. Naval 
Academy, respectively. In addition, not more than 20 persons at 
any one time from Canada and the American Republics (other than 
the United States) may receive instruction at each of the service 
academies under the provisions of sections 4344, 9344, and 6957 of 
title 10, United States Code. At the present time, students from 
friendly nations other than the Philippines, Canada, and the American 
Republics may attend only under special legislation. Two Thai na- 
tionals were authorized to receive instruction at the U.S. Military 
Academy under the provisions of the act of March 26, 1954 (68 
Stat. 34). 

The Department of Defense is preparing legislation to submit to 
the 86th Congress which would revise the present system of appoint- 
ment to the service academies so as to provide more equitable oppor- 
tunities for those persons desiring to enter these academies. One of 
the provisions of this proposed legislation would extend eligibility for 
attendance at the U.S. Military Academy, U.S. Naval Academy, and 
U.S. Air Force Academy to citizens of all friendly nations on an 
equitable and more flexible basis, to remove certain restrictions 
therein as to nationality and to provide for a maximum number of 
foreign persons to receive instruction at each of the service academies. 

On 20 April 1959, the Department submitted a report opposing 
enactment of Senate Joint Resolution 24 on the grounds that it was 
piecemeal legislation to accomplish one of the purposes of the com- 
prehensive Department of Defense legislative proposal referred to 
above. It is doubtful, however, that the Department of Defense 
proposal will be enacted in time to authorize the admission of the two 
Thai nationals to the U.S. Military Academy class of 1963. For this 
reason, the Department withdraws its objection to Senate Joint 
Resolution 24. 

Enactment of this bill would cause no additional expense to the 
Department of Defense. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 


DEPARTMENT OF STATE, 
Washington, May 26, 1959. 

DEAR SENATOR RussEt: With reference to your letter of March 23, 
1959, requesting the Department’s recommendations concerning Sen- 
ate Joint Resolution 24, the Department favors the proposed author- 
ization for two Thai citizens to be admitted to the U.S. Military 
Academy at West Point, as outlined in this resolution. Thailand is 
allied with the United States in the Southeast Asia Collective Defense 
Treaty, has provided troops to defend Korea against Communist 
aggression, and follows a vigorous policy of defending its own freedom 
against Communist attempts at infiltration and penetration. Fur- 
thermore, the United States under the mutual security program is 
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providing training and equipment to strengthen the Thai armed forces. 
Thai officers have previously studied at the Academy under the terms 
of special legislation. It would therefore be most suitable to authorize 
the entry of selected Thai into the U.S. Military Academy. 

At the same time, the Department also believes that the resolution 
should be amended to provide authorization also for the training of 
two Belgian cadets at the U.S. Naval Academy at Annapolis, Ma. 
Public Law 318, 83d Congress, approved March 24, 1954, authorized 
the training of two Belgian citizens at Annapolis as well as the train- 
ing of Thai citizens at West Point. Both groups have now completed 
their courses and the Belgian Government has indicated its desire to 
send an additional two students to be trained at Annapolis. Belgium 
is firmly allied with the United States in the North Atlantic Treaty 
Organization, contributed troops in the defense of Korea against the 
Communist invasion, and, throughout the post-World War II period, 
has cooperated closely with the United States. The Department 
believes that the interests of the United States are well served by 
limited military training programs of this type. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 


Wituram B. Macomser, Jr., 
Assistant Secretary 
(For the Acting Secretary of State). 


O 
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AUTHORIZING THE SECRETARY OF THE NAVY TO RECEIVE FOR 
INSTRUCTION AT THE US. NAVAL ACADEMY AT ANNAPOLIS 
TWO CITIZENS AND SUBJECTS OF THE KINGDOM OF BELGIUM 


Juty 16, 1959.—Ordered to be printed 


Mr. SALTONSTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany 8.J. Res. 106} 


The Committee on Armed Services, to whom was referred the 
joint resolution (S.J. Res. 106) authorizing the Secretary of the Navy 
to receive for instruction at the U.S. Naval Academy at Annapolis 
two citizens and subjects of the Kingdom of Belgium, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the joint resolution do pass. 


PURPOSE OF THE RESOLUTION 


This measure would authorize the Secretary of the Navy to permit 
two persons who are citizens and subjects of the Kingdom of Belgium 
to receive instruction at the U.S. Naval Academy. 


EXPLANATION OF THE RESOLUTION 
Background 


Sections 4345, 9345, and 6957 of title 10, United States Code, 
authorize the instruction at the Military Academy, the Air Force 
Academy, and the Naval Academy of four persons from the Republic 
of the Philippines. Sections 4344, 9344, and 6957 of title 10, Urited 
States Code, authorize the admission at each of the service academies 
of not more than 20 persons at any one time from Canada and the 
American Republics (other than the United States). Except for 
these special provisions, students from other friendly nations may 
attend the service academies only under special legislation. 

Public Law 318, 83d Congress, authorized the admission of two 
citizens of Belgium to the Naval Academy. Under this authority, 
two Belgian citizens were admitted to the Naval Academy and have 
since been graduated. 
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Conditions of admission 


The joint resolution provides that the United States shall not bear 
the expense of instructing the two Belgian citizens who would be 
admitted under the resolution. 

The persons who would be admitted to the Naval Academy under 
this resolution would be subject to the same rules and regulations 
governing admission, attendance, discipline, discharge, dismissals, 
and graduation as citizens of the United States except that they 
would not be entitled to appointment to any office or position in 
the U.S. Navy because of their having graduated from the Academy. 

The citizens who could be admitted under this resolution would 
not be required to subscribe to the oath required of U.S. citizens and 
they would not be required to sign an agreement to serve in the 
Armed Forces of the United States. The reasons for exempting 
these persons from the foregoing requirements are obvious. 


COST 





The resolution expressly provides that the United States shall not 
be subject to any expense on account of instruction received by the 
two subjects of the Kingdom of Belgium at the Naval Academy. 


DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report are a letter 
dated June 12, 1959, from the Department of the Navy and a letter 
dated June 18, 1959, from the Department of State indicating that 
there is no objection to the resolution by the Navy and that the 
Department of State favors the resolution. 































DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 12, 1959. 
Hon. Ricuarp B. RussgEt1, 

Chairman, Committee on Armed Services, 

U.S. Senate, Washington, D.C. 


My Dear Mr. CuarrMan: Reference is made to your request to 
the Secretary of Defense for the views of the Department of Defense 
with respect to Senate Joint Resolution 106, a joint resolution author- 
izing the Secretary of the Navy to receive for instruction at the 
U.S. Naval Academy at Annapolis two citizens and subjects of the 
Kingdom of Belgium. The Secretary of Defense has delegated to the 
Department of the Navy the responsibility for expressing the views 
of the Department of Defense thereon. 

The purpose of the joint resolution is stated in its title. 

The Department of the Navy on behalf of the Department of 
Defense favors enactment of this joint resolution at this time for the 
reasons set forth below. , 

Under the provisions of sections 4345, 9345, and 6957 of title 10, 
United States Code, one person per class, or a total of four, from the 
Republic of the Philippines may receive instruction at the U.S. 
Military Academy, the U.S. Air Force Academy, and the U.S. Naval 
Academy, respectively. In addition, not more than 20 persons at one 
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time from Canada and the American Republics (other than the United 
States) may receive instruction at each of the service academies under 
the provisions of sections 4344, 9344, and 6957 of title 10, United 
States Code. At the present time, students from friendly nations 
other than the Philippines, Canada, and the American Republics 
may attend only under special legislation. Two Belgian nationals 
were authorized to receive instruction at the U.S. Naval Academy 
under the provisions of the act of March 26, 1954 (68 Stat. 34). 

The Department of Defense is preparing legislation to submit to the 
86th Congress which would revise the present system for appoint- 
ment to the service academies so as to provide more equitable oppor- 
tunities for those persons desiring to enter these academies. One 
of the provisions of this proposed Tegisiation would extend eligibility 
for attendance at the U.S. Military Academy, U.S. Naval Academy, 
and U.S. Air Force Academy to citizens of all friendly nations on an 
equitable and more flexible basis, to remove certain restrictions 
therein as to nationality, and to provide for a maximum number of 
foreign persons to receive instruction at each of the service academies. 

The proposed Department of Defense legislation would permit 
friendly nations to send students to each of the service academies 
without requiring special legislation, as well as limit the mammum 
number to that which will accomplish the beneficial results in im- 
proving international relations without danger of impairing the 
academies’ ability to perform their primary function. 

The two Belgian midshipmen now at Annapolis are scheduled to 
be graduated in June and the Belgian Government has indicated its 
desire to send an additional two students to be trained at Annapolis. 
While the comprehensive Department of Defense legislative proposal 
referred to above would permit two Belgian citizens to attend the 
Naval Academy, it is doubtful that the proposal will reach the 
Congress and be enacted in time to allow for the replacement of the 
graduating Belgian midshipmen at the next school year. For this 
reason, the Department favors Senate Joint Resolution 106. 

Enactment of this bill would cause no additional expense to the 
Department of Defense. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there 1s no objection to the 
submission of this report. 

Sincerely yours, 
Joun S. McCarn, Jr., 
Rear Admiral, U.S. Navy, 

Chief of Legislative Affairs 

(For the Secretary of the Navy). 


DEPARTMENT OF STATE, 
Washington, D.C., June 18, 1959. 


Hon. Ricuarp B. Russ£ tt, 
Chairman, Committee on Armed Services, 
U.S. Senate. 


Dear SENATOR Russett: With reference to your letter of June 8, 
1959, requesting the Department’s recommendations concernin 
Senate Joint Resolution 106, the Department favors the propose 
authorization for two Belgian citizens to be admitted to the U.S. 
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Naval Academy at Annapolis, as outlined in this resolution. Belgium 
has been firmly allied with the United States in both peace and war, 
is a stanch fellow member of NATO, and has cooperated with the 
United States throughout the post-World War II period. Two Bel- 
gian cadets have just graduated from the U.S. Naval Academy where 
they were outstanding students. A program like this offers unusual 
opportunities for establishing close personal contacts between U.S. 
and Belgian naval officers and the Department believes that the 
interests of the United States are well served by such limited military 
training arrangements. 

In my letter to you of May 26, 1959, reporting the Department’s 
views on Senate Joint Resolution 24, a bill which would authorize the 
training of two Thai cadets at the U.S. Military Academy, it was rec- 
ommended that Senate Joint Resolution 24 be amended to provide 
for the training of two Belgian cadets at the Naval Academy as well. 
The reason for this recommendation was that authority for training 
the Thai cadets at West Point and the Belgian naval cadets at An- 
napolis had initially been provided by a single bill—Public Law 318, 
83d Congress. The Department strongly favors the continuation of 
both programs. 

The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Wiiuram B. Macomser, JR., 
Assistant Secretary 
(For the Acting Secretary of State). 


O 
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AUTHORIZING THE SECRETARY OF THE NAVY TO CONVEY CER- 
TAINIPROPERTY TO SOLANO COUNTY, CALIF., AND TO ACQUIRE 
CERTAIN OTHER PROPERTY IN SOLANO COUNTY 


Jury 16, 195°, Ordered to be printed 


Mr. Enatez, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H.R. 697] 


The Committee on Armed Services, to whom was referred the bill 
(H.R. 697) to authorize the Secretary of the Navy to acquire certain 
real property in the county of Solano, Calif, to transfer certain real 
property to the county of Solano, Calif, and for other purposes, 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the bill as amended do pass. 

The amendment is as follows: 

Page 6, line 4, delete “8.26” and insert in lieu thereof, “78.26”. 

The purpose of this amendment is to correct a printer’s error. 


PURPOSE OF THE BILL 


The bill, H.R. 697, would authorize the Secretary of the Navy to 
acquire certain land in Solano County, Calif, on which to relocate 
certain Government-owned railroad tracks serving the Mare Island 
Naval Shipyard in order that he might then convey the property on 
which the tracks are presently located to the county of Solano upon 
payment by the county of all expenses incurred in acquisition of the 
property, and all expenses incurred in relocating the tracks. 


BACKGROUND OF THE BILL 


The bill will permit Solano County, Calif, to widen its highwa 
adjacent to the present railroad ea -way, and the Navy wi 
continue to have the use of a railroad spur to the Mare Island Ship- 
yard, Mare Island, Calif. 

Substantial advantages will accrue to the Government as a result 
of this proposal. It will shorten the length of the railroad spur by 
some 7,000 feet, thus reducing maintenance and operation costs, and 
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will eliminate several private crossings which delay train operations 
and present an accident potential. The trackage to be abandoned 
under this proposal is in very poor condition and would have to be 
rebuilt within 2 years at an estimated cost to the Government of 
$135,000. 

The 0.44 acre of land proposed to be acquired by the Government 
has been appraised at $38,939. The land to be conveyed by the 
Government under the proposal consists of an easement over 0.18 
acre and fee title in 3.73 acres and is valued at $34,200. 


FISCAL DATA 


Enactment into law of this measure will not involve the expendi- 
ture of any Federal funds which will not be the subject of reimburse- 
ment to the United States. The legislation sctddiiflaten the expendi- 
tures of Government funds for the acquisition of the land and for the 


relocation of the tracks subject to reimbursement by Solano County. 


DEPARTMENTAL RECOMMENDATION 


Neither the Bureau of the Budget nor the Department of Defense 
has any objection to this bill as is evidenced by letter dated February 
11, 1959, from Secretary of the Navy Gates which letter is set out 
below and made a part of this report. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 


Washington, D.C., February 11, 1959. 


Hon. Cari VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington, D.C. 


Dear Mr. CuarrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H.R. 697, a bill to authorize the Secretary of the Navy to 
acquire certain real property in the county of Solano, Calif., to 
transfer certain real property to the county of Solano, Calif., and for 
other purposes. The Secretary of Defense has delegated to the 
Department of the Navy the responsibility for expressing the views 
of the Department of Defense thereon. 

H.R. 697 would authorize the Secretary of the Navy to acquire 
certain real property in Solano County, Calif., on which to relocate 
certain railroad tracks, in order that he might then convey the property 
on which the tracks are presently located to the county of Solano upon 
payment of all expenses incurred in acquisition of the property, and 
all expenses incurred in relocating the tracks. 

The proposed bill would allow Solano County to widen their 
highway adjacent to the present railroad right-of-way and still allow 
the Navy continued use of a railroad spur to the Mare Island Naval 
Shipyard, Mare Island, Calif. The relocation of the present railroad 
spur will not be detrimental to the Mare Island Naval Shipyard and 
would be of benefit to the public. 
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The land interests involved have a roughly equivalent value with 
the land to be acquired by the Government being slightly more 
valuable. The 0.44 acre proposed to be acquired by the Government 
has been appraised by the county of Solano for $38,939. The land 
proposed to be conveyed by the Government to the county consisting 
of an easement over 0.18 acre and fee title in 3.73 acres has been 
appraised by the county for $34,200. These values have been reviewed 
and are concurred in by Navy appraisers. 

The net effect of the proposal is to shorten the length of the rail- 
road line from the Mare Island Shipyard to the interchange with the 
Southern Pacific Co. by approximately 7,000 feet. The approxi- 
mately 9,000 feet of trackage, which would be abandoned under this 
proposal, is in very poor condition and would have to be rebuilt 
within 2 years at an estimated cost of $135,000. Along this trackage 
are 26 private crossings which delay train operation and present an 
ever-present danger of a costly accident. Thus, there are substantial 
benefits to the Government in reducing operating and maintenance 
costs. 

A review of the descriptions of the land to be conveyed to the 
Government, contained in subject bill discloses that parcels 1 and 2 
are not contiguous but are separated by Broadway, also known as 
County Road No. 85. The bill should be amended to provide that 
the Government may acquire a permanent easement for railroad 
purposes across this road in such a manner as will connect parcels 1 
and 2. It is therefore recommended that H.R. 697 be amended 
by inserting the following words at the end of section 3, on page 5: 





























‘““PARCEL NUMBERED 4 





“A permanent easement for railroad purposes beginning at a 
point 15.00 feet easterly and at right angles to engineers station 
130+-78.26, said engineers station being in the center of the existing 
United States Navy railroad tracks; thence along a curve to the right 
of radius 286.56 feet, central angle 42 degrees 01 minutes 06 seconds 
length 215.03 feet, to a point on the westerly right-of-way line of 
Solano County Road Numbered 1070, said point being the true point 
of beginning; thence along said right-of-way line north 11 degrees 45 
minutes 08 seconds west 36.28 feet; thence along a curve to the 
right of radius 316.56 feet central angle 17 degrees 34 minutes 24 
seconds length 97.19 feet to a point on the easterly right-of-way line 
of Solano County Road Number 1070; thence along said right-of-way 
line south 11 degrees 45 minutes 08 seconds east 31.14 feet; thence 
along a curve to the left of radius 286.56 feet central angle 19 degrees 
50 minutes 59 seconds length 99.28 feet to the true point of beginning.” 

H.R. 697 contemplates the expenditure of Government funds for 
the acquisition of some or all of the land required for the relocation of 
the tracks and for some or all of the expenses involved in such reloca- 
tion, subject to reimbursement by the county. In order to assure the 
reimbursement to the appropriation from which such funds will be 
paid, it is recommended that the following be added to the end of 
section 2 of subject bill: “Any public works funds appropriated now, 
or hereafter available to the Department of the Navy, may be obli- 
gated for this purpose. Reimbursements to the Government on 
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account of payments made pursuant to this act shall be made to the 
appropriation against which such payments were charged.” 
he Department of the Navy, on behalf of the Department of 

Defense, recommends the enactment of H.R. 697, subject to the above 
changes. 

The enactment of H.R. 697 would result in no cost to the Govern- 
ment. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
Joun S. McCarn, Jr., 
Rear Admiral, U.S. Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 


O 
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AUTHORIZING THE SECRETARY OF THE AIR FORCE TO CONVEY 
TO THE CITY OF WARNER ROBINS GA., 29 ACRES OF LAND COM- 
PRISING A PART OF ROBINS AIR FORCE BASE 


Juty 16, 1959.—Ordered to be printed 


Mr. Cannon, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H.R. 5927] 















The Committee on Armed Services, to whom was referred the bill 
(H.R. 5927) to authorize the conveyance to the city of Warner Robins, 
Ga., of about 29 acres of land comprising a part of Robins Air Force 
Base, having considered the same, report favorably thereon without 
amendment and recommend that the Pill do pass. 





PURPOSE OF THE BILL 





The purpose of this bill is to authorize the Secretary of the Air 
Force to convey to the city of Warner Robins, at fair market value, 
29 acres of Sal now comprising a part of the Robins Air Force Base. 
Included in this conveyance are any improvements which may be 
located on said land at the time of conveyance. 


BACKGROUND OF THE BILL 















The land referred to in this bill has been used as a Lanham Act 
housing area at the Robins Air Force Base. The improvements 
located thereon consist primarily of utility lines valued at approxi- 
mately $5,000. The Lanham buildings, 65 in number, comprising 
406 housing units and 2 storage sheds, were approved for disposal by 
the Department of the Air Force on March 19, 1959. The initial cost 
was approximately $1,300,000 at the time of acquisition in 1942. The 
salvage value is negative. 

Transfer of the land and improvements thereon will not be incon- 
sistent with the mission of this Air Force base. There is no require- 
ment for the property by either of the other military departments, or 
any other agency of the Government. 
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FISCAL DATA 


The bill provides that the Secretary of the Air Force is authorized 
and directed to convey the property in question to the city of Warner 
Robins, Ga., at the fair market value as determined by the Secretary 
of the Air Force. The terms of the conveyance will include all the 
right, title, and interest of the United States in the property subject 
to the retention by the United States of a right-of-way for utility lines 
in and over the land authorized to be conveyed. Enactment of this 
measure will not involve any expenditure of Federal funds. 


DEPARTMENTAL RECOMMENDATION 


Neither the Department of Defense nor the Bureau of the Budget 
has any objection to this bill as is evidenced by a letter dated May 6, 
1959, from Assistant Secretary of the Air Force Lyle S. Garlock. This 
letter is set forth below and made a part of this report. 


DEPARTMENT OF THE AIR Force, 
Washingt.n, May 6, 1959. 


Hon. Cari VINson, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CHarrMan: Reference is made to your request for the 
views of the Department of Defense with respect to H.R. 5927, 86th 
Congress, a bill to authorize the conveyance to the city of Warner 


Robins, Ga., of about 29 acres of land comprising a part of Robins Air 
Force Base. The Secretary of Defense has delegated to this Depart- 
ment the responsibility for expressing the views of the Department of 
Defense. 

H.R. 5927 would authorize and direct the Secretary of the Air 
Force to convey to the city of Warner Robins, Ga., at fair market 
value, all right, title, and interest to approximately 29 acres of land 
comprising a part of Robins Air Force Base, including improvements 
which may be located thereon at time of conveyance. 

The land referred to in H.R. 5927 is the Lanham Act housing area 
of Robins Air Force Base. The 65 Lanham Act buildings and 2 
storage sheds located on the property described in H.R. 5927 have 
deteriorated beyond the point of occupancy and were approved for 
disposal by the Department of the Air Force on March 19, 1959. 
There is no requirement for this property by the three military depart- 
ments. Transfer of the land and facilities will not be inconsistent 
with the mission of Robins Air Force Base, Ga. 

If no other Federal need is found, the land which H.R. 5927 would 
convey could be sold to the city under the provisions of the Federal 
Property and Administrative Services Act of 1949, as amended. 
However, if the Congress prefers to effect the transfer as proposed 
by H.R. 5927, the Department of Defense has no objection. 

Enactment of H.R. 5927 would not involve the expenditure of any 
Department of Defense appropriations. 
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This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 
The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 
Sincerely yours, 


Lyte S. GaRLock, 
Assistant Secretary of the Air Force, 


O 
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AUTHORITY FOR COAST GUARD TO ACCEPT, OPERATE, 
AND MAINTAIN A CERTAIN DEFENSE HOUSING FACIL- 
ITY AT YORKTOWN, VA. 


Juty 16, 1959.—Ordered to be printed 


Mr. Maenvuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 2153] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 2153) to authorize the Coast Guard to accept, 
operate, and maintain a certain defense housing facility at Yorktown, 
Va., and for other purposes, having considered the same, report 
favorably thereon with amendments and recommend that the bill as 
amended do pass. 

AMENDMENTS 


On Page 1, line 10, delete the word “Rents” and insert in lieu thereof 
the words “Until June 30, 1960 rents”. On page 2, delete lines 1 and 
2, and insert in lieu thereof the following: “maintaining the facility, 
after which date they’. On lines 4 and 5, page 2, delete the words 
“The appropriation ‘Operating expenses, Coast Guard’”’ and insert 
in lieu thereof the words ‘‘Coast Guard appropriations”. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the Coast Guard to accept 
from the Department of the Navy, without reimbursement, a 42-unit 
defense housing facility at Yorktown, Va., and to maintain and oper- 
ate the facility for occupancy by Coast Guard personnel and their 
on on a rental basis, pursuant to the provisions of the act of 
July 2, 1945 (59 Stat. 316; 37 U.S.C. 111a). 

As introduced the bill, in section 2, would have permitted the Coast 
Guard, to utilize all rents collected from occupants of the facility 
for purposes of operation and maintenance; any excess of amounts 
collected and not required for operation or maintenance to be de- 
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posited in the Treasury as miscellaneous receipts. It was also pro- 
vided, in the bill as introduced, that the appropriation “Operating 
expenses, Coast Guard” would be available for operation and mainte- 
nance, to cover any deficit in rental receipts. 

As reported, however, section 2 of the bill is amended to provide 
that rents collected shall be available for operating and maintaining 
the facility only during the fiscal year 1960; and that, from July 1, 
1960 on, all rents collected shall be deposited in the Treasury as 
miscellaneous receipts, and provision made in the Coast Guard’s 
annual appropriations for funds to operate and maintain the units. 

Section 3 of the bill provides that the administration of the housing 
facility by the Coast Guard shall, except as provided in section 2, be 
in conformity with the administration of similar housing projects by 
the other Armed Forces. 

There was no opposition to consideration of the bill by General 
Services Administration or by the Department of the Navy, reporting 
for the Department of Defense. The Comptroller General withheld 
comment as to the transfer of the property by the Navy Department, 
but recommended that the gross amount of all rents collected should 
be deposited in the Treasury as miscellaneous receipts, and that the 
costs of operation and maintenance should be financed through annual 
appropriations, as is done at the Coast Guard’s Cape May, NWW., 
defense housing facility. The committee agreed that this would be 
in line with good Government practices. However, it was felt that, 
inasmuch as arrangements for the transfer of the housing facility had 
not been completed in time to permit provision for operation and 
maintenance funds in the budget for the fiscal year 1960, permission 
should be given for use of the rental receipts for such purposes during 
this one fiscal year. 

The 42-unit facility involved will be used by the Coast Guard to 
house personnel attached to the Coast Guard Reserve Officers Training 
School and their families. 

The reports on the bill of the Government departments and of the 
Comptroller General are printed below, together with letters from the 
two U.S. Senators from Virginia favoring the bill: 

GENERAL SERVICES ADMINISTRATION, 
Washington, D.C., July 8, 1959. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear Mr. CuarrMan: Your letter of June 11, 1959, requested the 
views of the General Services Administration on S. 2153, 86th Con- 
gress, a bill to authorize the Coast Guard to accept, operate, and main- 
tain a certain defense housing facility at Yorktown, Va., and for 
other purposes. 

The purpose of this bill is to authorize the U.S. Coast Guard to 
operate a defense housing facility at Yorktown, Va., on the same basis 
3 the project has formerly been operated by the Department of the 
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We are informed by the Department of the Navy that it has au- 
thority to transfer land and improvements without reimbursement 
to the Coast Guard. The property has not been reported to GSA as 
excess property, and we are further informed that it is not contem- 
plated that such a report will be made. 

Since the proposed legislation does not enlarge the scope of existing 
laws concerning transfers without reimbursement, we interpose no 
objection thereto. 

Enactment of this measure will not affect the budgetary require- 
ments of GSA. 

The Bureau of the Budget has advised there is no objection to the 
submission of this report to your committee. 

Sincerely yours, 
FRANKLIN FLoete, Administrator. 





DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Orrice or LEGISLATIVE LIAISON, 
Washington, D.C., June 30, 1959. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

My Dear Mr. CuarrmMan: Your request for comment on S. 2153, 
a bill to authorize the Coast Guard to accept, operate, and maintain 
a certain defense housing facility at Yorktown, Va., and for other 
purposes, has been assigned to this Department by the Secretary of 
Defense for the preparation of a report thereon expressing the views of 
the Department of Defense. 

The Navy is planning to transfer to the Coast Guard the 42-unit 
housing facility at Yorktown which is the subject matter of the 
proposed legislation. This housing is not acceptable as public quar- 
ters, since it does not meet the necessary standards for such; howeer, 
it is acceptable as rental housing, the purpose for which it was con- 
structed. The primary purpose of this bill is to authorize the Coast 
Guard to operate this housing as rental housing and use the proceeds 
thereof to maintain and operate it. 

The Department of the Navy, on behalf of the Department of 
Defense, interposes no objection to the enactment of S. 2153. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
on S. 2153 to the Congress. 

Sincerely yours, 
Joun S. McCarn, Jr., 
Rear Admiral, U.S. Navy, 
Chief of Legislative Affairs 
(For the Secretary of the Navy). 
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ComMPpTROLLER GENERAL OF THE UNITED STATES, 
Washington, June 28, 1959. 
Hon. Warren G. Macanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 

Dear Mr. CuatrMan: This is in reply to your letter of June 11, 
1959, requesting our comments on S. 2153. 

The bill would authorize the U.S. Coast Guard to accept from the 
Department of the Navy, without reimbursement, the 42-unit defense 
housing facility at Yorktown, Va., and to operate and maintain such 
facility on a rental basis for occupancy by Coast Guard personnel and 
their dependents pursuant to the provisions of the act of July 2, 1945 
(59 Stat. 316). We understand the U.S. Coast Guard intends to use 
this facility for the furtherance of a Reserve officers training program. 
The transfer of this housing facility to the U.S. Coast Guard is a 
— of policy on which we have no comments or recommendations 
to offer. 

We do recommend, however, that the gross amount of all rents 
collected should be deposited in the Treasury as miscellaneous re- 
ceipts and that the costs of operation and maintenance should be 
financed through annual appropriations in the same manner as the 
costs of operation and maintenance of the defense housing facility 
at Cape May, N.J., the transfer of which to the Coast Guard was 
authorized by the act of August 8, 1953, Public Law 247 (67 Stat. 529). 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Dear Mr. Cuatrman: Thank you for your letter of June 11 en- 
closing a copy of S. 2153. 

I have discussed this bill with Representative Thomas N. Downing 
of the First Congressional District of Virginia, and he states that 
this legislation is very desirable and hopes that the bill may be 
approved. 

I concur with him in this opinion. 

With kind personal regards, I am 

Faithfully yours, 
Harry F. Byrp. 


Dear Mr. Cuarrman: Thank you for bringing to my attention in 
your letter of the 11th, S. 2153, to authorize the Coast Guard to accept, 
operate, and maintain a defense housing facility at Yorktown, Va., 
which the Department of the Navy has declared to be surplus and 
which the Navy desires to transfer to the Coast Guard. I fully en- 
dorse the provisions of that bill and in that connection, call your 
attention to the fact that in the appropriation bill for the Treasury 
Department recently enacted into law there was a Coast Guard item 
of $500,000 for the appropriate development of the Yorktown facility 
as a Coast Guard Naval Officers Training School. The training school 
at Yorktown for Reserve officers is badly needed by the Coast Guard 
= relieve an unhappy congestion at its Academy at New London, 
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I hope, therefore, that your Committee on Interstate and Foreign 
Commerce will favorably and promptly report to the Senate S. 2153. 
With best wishes, I am 
Sincerely yours, 
A. Wituis RoBertson. 


There is no change in existing law. 


O 





Calendar No. 531 


86TH CONGRESS } SENATE REPORT 
1st Session No. 534 





EXCHANGING FNMA MORTGAGES FOR TREASURY BONDS 
Jury 17, 1959.—Ordered to be printed 


Mr. Sparkman, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


TOGETHER WITH 
MINORITY AND INDIVIDUAL VIEWS 


[To accompany 8. Res. 130] 


The Committee on Banking and Currency, to whom was referred 
the resolution (S. Res. 130) concerning the exchange of mortgages 
held by the Federal National Mortgage Association for Government 
bonds, having considered the same, report favorably thereon without 
amendment and recommend that the resolution do pass. 


BACKGROUND 


The President’s budget message to the Ist session of the 86th Con- 
gress, states on page M53: 


For the fiscal year 1960, the Association [Federal National 
Mortgage Association] will endeavor to cover its expenditure 
for mortgages purchased by receipts from mortgage sales 
and other sources. To make this possible without diverting 
the flow of new funds from the mortgage market, an estimated 
$335 million in Government-owned mortgages will be offered 
to investors in exchange for certain Government bonds which 
will then be retired. 


Pursuant to title III of the National Housing Act, as amended, 
(P.L. 479, 73d Cong.) the Federal National Mortgage Association has 
three functions: (1) to provide supplementary assistance to the 
secondary market for home mortgages by providing a degree of 
liquidity for mortgage investments; (2) to provide special assistance 
for the financing of selected types of home mortgages originated under 
special housing programs designed to provide ‘oun of acceptable 
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standards at full economic cost for segments of the national popula- 
tion which are unable to obtain adequate housing under established 
home financing programs; and (3) to manage and liquidate the existing 
mortgage portfolio of the FNMA in an orderly manner, with a mini- 
mum 7 verse effect upon the home mortgage market, and minimum 
loss to the Federal Government. 

The plan proposed by the President in his budget message relates 
directly to the management and liquidation function of the Associa- 
tion. Under the proposed plan, the Association would exchange at 
least $335 million in Government-insured or guaranteed mortgages 
presently held in its management and liquidation portfolio for an 
amount of 2% percent Treasury bonds, investment series B-1975-80. 

The stated purpose for this plan is that it would afford the FNMA 
an opportunity to effect liquidation of some of the 4-percent mortgages 
now held in the portfolio, thus enabling FNMA activities during 
fiscal year 1960 to have no impact upon the President’s budget. 

Under existing law, the proposed exchange can be made so long as 
it liquidates the portfolio “in an orderly manner, with a minimum of 
adverse effect upon the home mortgage market, and minimum loss to 
the Federal Government.” 





MANAGEMENT AND LIQUIDATION PORTFOLIO 





The mortgages contained in the FNMA management and liquida- 
tion portfolio were acquired by the Association in its operations prior 
to November 1, 1954. Overall purchases prior to this date amounted 
to $5 billion. As a consequence of sales of approximately $1.6 billion, 
and repayment and other credits of about $1.3 billion, this portfolio 
at the end of April 1959, contained approximately $2.1 billion of Gov- 
ernment-insured or guaranteed mortgages. This $2.1 billion mortgage 
portfolio is made up of FHA and VA mortgages ranging in interest 
rate from 4 to 4% percent. The proposed exchange would involve 
only the 4-percent mortgage loans guaranteed by the Veterans’ Ad- 
ministration, aggregating some $1 billion, or tages one-half 
of the management and liquidation portfolio. The mortgages to be 
exchanged have a remaining average principal amount of $5,600 and 
an average stated maturity of 16 years. It is contemplated that the 
remaining maturity will probably be reduced to less than 10 years 
because of advanced amortization or prepayment prior to maturity. 
On a yield basis, these mortgages have a current value of between 86 
and 88 percent of par. 
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The $1 billion of Sones VA-guaranteed mortgages for which the 

Pag is proposed is secured by properties located in the following 
tates: 

re {In thousands] 


Amount 













State 


ANN. 5 3 5. £0 cea se $37, 897 Nebraska................ $2, 107 
RUG oii a cennceenn cee S, 70l. IOW JOPNCY. uns. .eucnne 4, 842 
DT iis Sissi = pe arcas 10, 519 New Mexico.............- 11, 846 
Caignimiccds loos sn 246, 412 New York........-...-i: 2, 642 
Celera. cisivaiicseesud ch 7,464 North Carolina_____.____- 4, 978 
Connestiont sf. ss ccanu Po a ae 12, 299 
NN gs 0 es SE 81, 538 
District of Columbia_-_----- 5 tee Se. Won kn aeee 1, 274 
PROG. £54. . SUA 82,086 Pennsylvania-----..-....-- 5, 297 
Geetiltis on éocectebknedad < 43,082 Puerto Rico_._.......- _-. 30 
iia hin concatenate 690 South Carolina_........_.- 16, 248 

ie ees on cosy edi Sek eo ee PROGR. 6. ounce 64 


i See eee Pee oes we SU A a 















NGS 655 06es se dS 24,209 Washington_..........--- 41, 187 
IN ob lenses Brion 6,955 West Virginia_.........--- 2, 724 
| llc aialae na [45 See eee 376 
PEO: noc accccdnok oe S Van” WEE nceccnkscodsses 7 
DERI a ins ons kes 3, 862 ee 


MOU Tiis i cidGs cade bows 15, 069 bess alos, Jastisek 
I 5 hat icaiisiss oaths 7 





TREASURY BONDS 














The proposed exchange would involve 2%-percent, investment 
series B-1975-80 nonmarketable Treasury bonds. The bonds mature 
on April 1, 1980, and are callable at par by the Treasury on and 
after April 1, 1975. These bonds are exchangeable for 1%-percent, 
5-year Treasury marketable notes which have a current market value 
for the current issues of between 87 and 88 percent of par. 

On April 30, 1959, these 2%-percent investment series B-1975-80 
bonds were held by the following classes of investors: 


[In millions of dollars} 


Class of investor 







Pension and retirement funds.-............................ 
State and local governments, other than pension and retire- 
SN inch anivihdl ncgiimenteilaniinelbnns ep bantectanel 
Savings and loan associations, building and loan associa- 
tions, and cooperative banks. ............-.....-......... 


Ie oe binannccominttcureccenthenoneneminigennntens 









pan 

SRE PEE EIN @ inc ndenncubitindenscacvenecsaeteunn 
Commercial and industrial] banks. ...................--...- 
OREN BENS WIE « ib ndoscentBbibnccantuctnaschecpasen 


DOM ictnccidonscctsssisidibsbbestasidicdin 






1 Survey of ownership. 
* Outstanding Apr. 30, 1959, $7,816 million. 













4 EXCHANGING FNMA MORTGAGES FOR TREASURY BONDS 





This series of bonds was originally issued on April 1, 1951, at par 
in exchange for certain 2%-percent Treasury bonds. An additional 
amount was issued in June 1952 for cash and in exchange for certain 
2-percent Treasury bonds. 


COMMITTEE POSITION 


As previously stated the Federal National Mortgage Association 
has authority under existing law to dispose of the management and 
liquidation portfolio without further action or sanction by the Con- 
gress. However, upon learning of this proposal, studying it, and 
holding hearings thereon, the committee cannot agree that this ex- 
change would be compatible with the FNMA Charter Act or in the 
interest of the public for reasons set forth below: 


Loss of potential income to Federal Government 


Mortgages which would be relinquished by the FNMA bear interest 
at a rate of 4 percent per annum. ‘The interest rate paid by the 
Treasury on the bonds proposed to be exchanged is 2% percent per 
annum. The President of the Federal National Mortgage Association 
and the Under Secretary of the Treasury testified before the committee 
that: 

If the net return from the exchangeable 4-percent mort- 
gages is related directly to the interest return on the 2%- 
percent Treasury bonds, the difference in rates amounts to 
about 0.63 percent at this time. With respect to each $1 
million of mortgages exchanged, it represents a possible reduc- 
tion in future income of less than $40,000 over the remaining 
term of such mortgages (assuming the exchange to be on an 
even basis). 


The proposed plan contemplates the exchange of some $335 million 
of mortgages. Based on the figures presented to the committee by 
the two executive branch officials, the loss of future income to the 
Federal Government resulting from the exchange of this portion of the 
portfolio would amount to $13.4 million. However, the administra- 
tion has indicated the possibility of exchanging the entire portfolio of 
4-percent VA mortgages. Under such circumstances the possible loss 
of future income to the Federal Government would be approximately 
$40 million. 


Potential loss of tax revenue 


If the 2%-percent Treasury bonds are carried on the books of holders 
at the value of the bonds on the date of exchange, the bondholders 
could claim a long-term capital loss or an ordinary loss (depending 
upon the type of institution involved) for purposes of reporting their 
taxable earnings. 


The Under Secretary of the Treasury stated to the committee that: 


* * * The magnitude of the possible tax losses and future 
gains are set by the size of the proposed exchange and the 
present market price of the securities involved. If $335 
million of mortgages are exchanged for equal amounts of 
Treasury 2%-percent bonds, the maximum loss is about 10 
percent, or $33.5 million, with an approximate tax loss of 
$8.4 million, assuming a full 25-percent tax effect. Repay- 
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ment of the mortgages at par will result in most cases in equal 
gains in later years. This also involves tax revenues of 
approximately $8.4 million on the same basis of 25 percent. 

This assumes that all purchasers will be fully subject to 
Federal income taxes. However, many investors who are 
likely to be interested in acquiring the mortgages, such as 
mutual savings banks and savings and loan associations, 
often have little or no tax liability because of a statutory de- 
duction permitted for additions to reserves. Pension funds 
generally are exempt from tax * * *. 


It must be pointed out also that this revenue loss is an immediate 
loss and would directly affect the budget for fiscal year 1960 by an 
amount proportionate to the exchange made during the fiscal year. 
If the exchange should be in a volume of $1 billion, which is a possi- 
A the revenue loss during fiscal year 1960 could be over $25 
million. 


Effect upon the mortgage market 


It is common practice for investors to establish limits upon their 
holdings of VA and FHA mortgages. If these investors are presently 
the holders of the 2%-percent Treasury bonds, it is possible that the 
exchange may satisfy their established limits temporarily. Thus the 
exchange would reduce their activity in the mortgage market during 
the period following the exchange. If the exchange involves a major 
portion of the portfolio and if it is absorbed by these investors, a sig- 
nificant withdrawal from the mortgage market could occur. The 
committee is impressed by letters received by Members which state 
that the mere announcement of the proposed exchange has already 
had an adverse effect upon the market. For example, the National 
Association of Home Builders states in a letter dated June 4, 1959: 


* * * Now a factor further complicating the financial situa- 
tion is under consideration, the exchange of mortgages from 
FNMA’s liquidation portfolio for Government bonds. We 
understand your committee is now examining this proposal. 
Apart from the substantive advantages or disadvantages of 
such a proposal, this action at this time would, in our opinion, 
be most unwise. The very fact that such a move is under 
consideration has already had unsettling effects on the home 
financing situation as a number of lenders have, by report, 
held back from purchases of mortgages on new homes in the 
expectations of exchanging their bonds for older mort- 
ae * =. 


The President of Housing Securities, Inc., states in a letter dated 
June 2, 1959: 


* * * This proposed opportunity for the savings banks 
to improve their yield and regain liquidity has excited tre- 
mendous interest, particularly among the New York State 
savings banks, where a favorable decision on the exchange 
has been issued from the banking authorities. It is having 
a very serious effect on the mortgage market, which has been 
depressed for some time. As you probably know, there have 
been heavy withdrawals and severe net losses in deposits by 
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many of the banks during the last several months. This had 
tended to curtail their investing activities. 

Now the opportunity to swap their frozen Treasurys for 
the higher yield mortgages has caused their complete with- 
drawal from investments until they see how many bonds 
they will be permitted to swap. This has caused a demoral- 
ized situation in the sale of loans, and it may have a lasting 
effect. Many of the savings banks have reached their maxi- 
mum ratio of mortgages to total investments, and due to 
the desirability of the bond swap, they may exceed this 
ratio. The result will be a cessation of mortgage investment 
for a length of time necessary to reestablish their proper 
relationship between mortgages and other investments * * *. 


CONCLUSION 


The committee believes that this plan would reduce Federal income 
from the FNMA mortgages by as much as $40 million; it would cause 
an internal revenue loss during fiscal year 1960 of as much as $24 
million; it would have an adverse effect upon the home mortgage 
market; and it would retire, needlessly, a portion of the national 
debt now in low-interest bonds. The committee believes that this 
exchange would be contrary to the intent of those provisions of law 
which contemplate the liquidation of the FNMA portfolio in an 
orderly manner, with a minimum of adverse effect upon the home morigage 
market, and a minimum loss to the Federal Government. 

For these reasons the committee does not condone or concur in 


the wisdom of the proposed exchange of FNMA mortgages for Treas- 
ury bonds. The committee recommends that the Senate express its 
opposition to the proposed exchange by approving this resolution. 





MINORITY VIEWS OF MESSRS. BENNETT AND BUSH 


The majority proposes that the Senate consume valuable time by 
considering a legally ineffectual resolution declaring it to be the 
“sense of the Senate” that a policy adopted by the President of the 
United States—based upon undisputed authority provided by the 
Congress and carrying out the specific intent of Congress—is not in 
the national interest. 

Why does the majority recommend that the Senate indulge in 
unwarranted criticism of the President and public servants in his 
administration who are seeking to carry out the expressed will of 
Congress when, if there is an ill which requires a remedy, it can 
legislate? 

The majority is trying to read into the administration’s proposed 
exchange of low-interest-rate mortgages held in the management and 
liquidating account of the Federal National Mortgage Association 
for U.S. Treasury nonmarketable 2% percent bonds (investment series 
B) some sinister and improvident plan to raid the Treasury for the 
benefit of some special interests. Nothing could be further from the 
truth. When one takes the trouble to examine the proposal carefully, 
one finds it is open and aboveboard and clearly in the public interest. 

Let us first review the reasons why the President’s policy, adopted 
after mature deliberation among his principal advisers in this field, is in 
the national interest. In 1954 the Congress (and particularly this 
committee) recognized, in the Federal National Mortgage Association 
Charter Act, the sound principle that the mortgage business is pri- 
marily one for private enterprise, and that it should become Govern- 
ment business, and remain Government business, only to the extent 
that private enterprise is not able to provide home financing necessary 
in the national interest. In order to assure that this sound principle 
was carried out, Public Law 560, 83d Congress, set up the “manage- 
ment and liquidating functions” to hold the assets then in FNMA 
and expressed the clear intention that those assets be liquidated. 
The language of the Statute, section 301(c), is as follows: 


(c) Manage and liquidate the existing mortgage portfolio 
of the Federal National Mortgage Association in an orderly 
manner, with a minimum of adverse effect upon the home 
mortgage market and minimum loss to the Federal 
Government. 


Pursuant to that directive and prior authorizations, from February 
1938 oe May 1959, $1,633,850,000 face value of mortgages have 


been sold for cash. All of these sales involved a “loss” of future 
income represented by the difference between the future cost of the 
funds and the net future return on the mortgages sold, and the aggre- 
gate “loss” computed in that way has run into very large figures. To 
the best of our knowledge, no voice in the Congress was raised against 
FNMA for thus carrying out the expressed intent of Congress in the 
past 21 years. 


7 
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The same Public Law 560 expressed the clear intent of the Congress 
that FNMA’s management and liquidating functions should be fi- 
nanced in the private market. Section 306(b) reads as follows: 


(b) For the purposes of this section and to assure that, to 
the maximum extent, and as rapidly as possible, private 
financing will be substituted for Treasury borrowings other- 
wise required to carry mortgages held under the aforesaid 
separate accountability, the Association is authorized to issue, 
upon the approval of the Secretary of the Treasury. * * * 


Pursuant to that expression of intent, FNMA on three occasions has 
sold its own notes, aggregating $2,169,779,000 in the private invest- 
ment market, and $797 million of these notes are at present outstand- 
ing. On each occasion such FNMA notes were sold, the rate of inter- 
est paid was from one-half of 1 percent to seven-eighths of 1 percent 
higher than the Treasury would have paid had it sold its direct obli- 
gations of similar term in the market at the time. 

The only apparent advantage to the Government, if it is an advan- 
tage, of pursuing this policy of private sales, was that it kept this 
amount of indebtedness out the statutory debt limit. 

To return to the instant case, the President now proposes to carry 
out the clear mandate of Congress by continuing a sound liquidation 
program which is decidedly in the public interest. 

In his budget message of 1960, the President pointed out that 
FNMA would endeavor to cover its expenditures for mortgage pur- 
chases by receipts from mortgage sales, thus making it unnecessary to 
add $335 million to the public debt. Obviously, to provide an addi- 
tional $335 million from the Treasury would tend to unbalance the 
budget and would have a seriously adverse effect upon the national 
interest. Obviously, to enable FNMA to carry out its program, and 
in the process help to balance the budget, would be in the national 
interest. 

The effects of the President’s proposal are as follows: 

(1) It permits FNMA to liquidate in the current fiscal year $335 
million face value of low-interest-rate mortgages (4 percent) which net 
FNMA only 3% percent (one-half of 1 percent paid for outside services 
and about one-eighth of 1 percent direct costs to FNMA). 

(2) FNMA and the Treasury have testified that this proposed ex- 
change would result in no loss of principal. There would be a theo- 
retical “loss” of future interest income which might run up to an 
aggregate of $40,000 per million dollars of face value of mortgages 
sold. This alleged “‘loss’’ would be spread over a period of 15 years, 
just as the “loss” in future interest income on the $1,633,850,000 face 
value of mortgages previously sold for cash involved a “loss” of income 
over a period of from 15 to 25 years. FNMA has indicated that the 
“‘loss’’ may be well below the figure of $40,000 per million dollars as it 
is its intention to call for competitive offers from all the holders of the 
2%-percent Treasury bonds. This can be readily done as the bonds 
are in registered form. 

(3) The exchange for Treasury nonmarketable bonds takes no 
significant amounts of money out of the stream of funds available for 
investment in the mortgage market. 

(4) The Treasury has stated that the loss of tax revenues that 
results is “‘insignificant,”’ first because a considerable proportion of the 
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exchanges will be made by institutions (savings banks, savings and 
loan associations, pension funds, etc.) which do not pay income taxes 
and second, any capital losses taken by taxpayers after the exchange 
of their bonds for mortgages will largely be offset by taxable capital 
gains realized by taxpayers when the principal on the mortgages is 
collected. 

(5) The proposed exchange has the result of obviating the necessity 
of FNMA’s calling on the Treasury for an additional $335 million in 
fiscal 1960 to finance its special assistance program. If by so doing 
it were to throw the budget out of balance, to that extent it would 
result in an increase in the direct Federal debt subject to debt 
limitation. 

(6) FNMA experiences no loss because the Treasury accepts its 
own direct obligations at par in settlement of notes due from FNMA 
to the Treasury at par. 

(7) Bonds thus taken at par by the Treasury would be canceled, 
which is no hardship to the Treasury, as ultimately it would have to 
pay them off at 100 cents on the dollar. 

(8) The nonmarketable 2%-percent bonds (investment series B) 
are being converted by election of the holders into 5-year 1%-percent 
notes at the rate of about $1 billion per year. Thus, the Treasury 
will be confronted in the years immediately ahead with this additional 
amount of outstanding short-term obligations which fall in the matur- 
ity area already congested. Such very short-term obligations are 
almost the equivalent of money and, therefore, have a certain in- 
flationary effect. Thus, to retire a substantial amount of these 
convertible bonds will tend to reduce inflationary pressures. 

Despite all of this, Senate Resolution 130 complains (although it 
does not attempt to do anything about it) that the program is not 
in the public interest and should not be carried out because of (1) 
loss of income from mortgage loans, (2) loss of tax revenues, and (3) 
adverse effect upon the home mortgage market. We have shown 
above how, in a positive way, the program carries out the expressed 
intent of the Congress and has other desirable effects in the national 
interest. We will now show why the complaints in Senate Resolution 
130 are ill-founded. 

First, the concern with loss of future income from the mortgage 
loans: The majority’s fallacious argument about “loss” of future 
income should be considered in the light of the following facts. The 
$335 million in mortgages to be liquidated will be replaced by $335 
million in “special-assistance”’ mortgages. Most of these special- 
assistance mortgages will bear interest at rates ranging from 4% to 
5% percent in comparison with the rate of 4 percent on the mortgages 
to be replaced. Thus, one category of income-producing assets will 
be replaced by other assets actually producing more income. 

Moreover, we find it hard to treat the majority’s complaint seriously 
because the loss of future interest on mortgages sold is an inevitable 
and absolute corollary of the expression of the Congress, recom- 
mended by this committee, that the Government dispose of mort- 
gages. Note that this is not a loss of principal, but is some novel 
concept of a “loss” of future income. Every dollar of the $1,633 
million of mortgages already sold has produced such a loss (if indeed 
it is proper to call it a loss). The simple fact is, as the Congress 
recognized and declared in 1954, that under FNMA’s management 
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and liquidating functions the Government is not in the mortgage 
business to make money. If it were it could doubtless make more than 
the five-eighth of 1 percent which is the net return to the Government 
on these mortgages above the interest it pays on the bonds. 

The Government could, with its densa resources and its immu- 
nity from taxes, make money in almost any business. On its theory, 
therefore, we assume that the majority favors the Government going 
into the laundry business, the bowling alley business, the beauty parlor 
business and every other business in which it could show a book profit. 
The ultimate conclusion to which we are forced by this theory is too 
obvious to require elucidation. It is enough to say that it is not one 
of the principles on which our Nation is founded that the Government 
should enter, or remain in, private business simply to make money. 

The next complaint of the majority is that the proposed program 
results in a loss of tax revenue. The Treasury has stated that the 
maximum revenue loss in the year of exchange would be about $8.4 
million but that any such loss in the year of exchange would in general 
be offset by gains in future years. Thus there would be no at cine 
loss of tax revenues. 

Finally, the majority complains that the program will have an 
adverse effect upon the home mortgage market. Actually, however, 
one of the very commendable features of the program is that it carries 
out the direction of the Congress to dispose of mortgages without 
significant withdrawal of funds from the mortgage market. Only in 
case an institution making the exchange has reached a legal or self- 
imposed maximum of mortgages held will it have any effect at all on 
the mortgage market. In fact, the availability of this exchange might 
induce some institutions that would not otherwise acquire mortgages 
to enter the mortgage market. If, as a consequence of the exchange, 
these series B Treasury bond investors are persuaded to expand their 
mortgage portfolios by acquiring and holding nonlocal mortgages, the 
benefits will be of special importance to capital shortage areas. 

To sum up, the main advantages of the proposed exchange are: 

(1) FNMA gets rid of some of its least desirable low-interest- 
rate assets pursuant to the congressional direction to liquidate. 

(2) It helps to balance the fiscal 1960 budget. 

(3) FNMA’s special assistance requirements in fiscal year 1960 
are financed saicioonr’ adding an additional $335 million to the 
public debt. 

These seem to us to be worthy objectives, clearly in the public 
interest. 

If the Congress comes to the conclusion that it wants to change its 
policy in respect to FNMA—and we do not think it should—instead 
of offering criticism of the administration for the proposed exchanges, 
it should change the existing statute in a forthright manner and say 
directly that: 


(1) FNMA should not attempt to liquidate any portion of the 
management and liquidating account. 

(2) FNMA should be directed to pay off at maturity on August 
23, 1960, the $797 million of its notes rather than refinance them 
in the market at a higher interest rate than the Treasury would 
pay on direct obligations. 
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(3) To permit FNMA thus to do, the statutory debt limit 
should be further increased by $800 million to make room for 
the required Treasury financing. 

(4) The Congress has no interest in the admuistration’s 
finding legitimate means to balance the budget by liquidating 
unneeded assets. 

(5) The test of FNMA’s operations in the management and 
liquidating account should be whether it should acquire mortgages 
at any time it can acquire them at a higher net rate than the 
cost of borrowing by the Treasury rather than getting the 
Government out of the mortgage busine even at moderate 


losses when no useful purpose is served by continuing to hold 
the mortgages. 


We doubt that the Senators sponsoring Senate Resolution 130 
seriously advocate any of the foregoing. If they do, let them draft 
a bill to implement their views and to place these issues squarely 
before the Congress. The administration should not be subjected to 
unjustified criticism when seeking to carry out the express directions 
and intent of the Congress. 

For all these reasons, we strongly urge that the Senate reject 
Senate Resolution 130. 

Watuace F. Bennett. 
Prescott Buss. 












INDIVIDUAL VIEWS OF MR. CAPEHART 


My vote to report Senate Resolution 130 to the Senate in no way 
reflects my opinion with respect to the intent and purpose of the 
resolution or to the advisability of such Senate action. 

I made a personal request of the committee that more time be 
given me to discuss the mortgage-for-bond transaction with FNMA 
and Treasury officials, and I faithfully promised the committee that 
the administration would not proceed with the program until final 
action had been taken on the resolution. 

When my request was denied by a majority of the committee mem- 
bers, I decided to join in voting the resolution to the floor of the 
Senate for the fullest possible disclosure of the facts. 

In view of the fact the proposed transaction would not have taken 
place as long as Senate Resolution 130 remained in committee, the 
sponsors must have had some motive, other than the intent of the 
resolution, for speeding the resolution to the floor of the Senate. 

In fact, if the sponsors of the resolution are honestly convinced the 
transaction should not take place, they should have introduced an 
amendment to the National Housing Act repealing the provisions of 
that act giving FNMA administrators the right to liquidate the mort- 
gage portfolio. 

The authority and responsibility is given FNMA officials under 
title III, section 301, of the National Housing Act, as amended, Public 
Law 479, of the 73d Congress. 

The Association is authorized to— 


(c) manage and liquidate the existing mortgage portfolio of 
the Federal National Mortgage Association in an orderly 
manner, with a minimum of adverse effect upon the home 


mortgage market and minimum loss to the Federal Govern- 
ment. 


Senate Resolution 130 will not change the authority nor the responsi- 
bility. Senate Resolution 130 would only place the Senate in the 
position of dictating the policy without making the Senate responsible 
for the results of that policy. 

In the hearings, which I have read carefully, the exchange program 
is clearly explained by two capable witnesses, Mr. J. Stanley Baugh- 
man, President of FNMA, and Mr. Julian B. Baird, Under Secretary 
of the Treasury for Monetary Affairs. 

Every Senator has the right to question judgment in matters 
of this kind, even the judgment of such qualified men as Mr. Baughman 
= ate Baird. I defend that senatorial and individual right above 
all else. 

Further study of the program may prompt me to question the 
judgment of the transaction at this time. 

I find in the record of the hearings intimations in the questioning 
of the witnesses that some form of connivance may be afoot whereby 
great profits may go to some with great cost to the taxpayers. 

12 
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It was notable that when astronomical losses were compiled by a 
committee member on page 40 of the hearings, correcting testimony 
by Mr. Baird was shunted aside without proper discussion. 

A single fact was properly established by the hearings, namely, 
that honest men can differ in judgment in transactions of this kind. 

Nothing more was established regardless of what may have moti- 
vated the sponsors of the resolution to deny my personal request 
for additional time. 

Homer E. Caprnart. 












INDIVIDUAL VIEWS OF SENATOR JACOB K. JAVITS 


I regret that in considering the proposed transaction involving the 
exchange of $335 million in Federal National Mortgage Association 
held mortgages for outstanding nonmarketable 2%-percent Treasury 
bonds, the proponents of Senate Resolution 130, who oppose the 
transaction, have not given substantial consideration to the possibil- 
ity of amending the statute under which this transaction is being 
carried out. As the implication is implicit that the legislative branch, 
by this resolution, is engaging in management functions best per- 
formed by the executive department, I believe that the committee’s 
action could well have been postponed until the possibility of legislative 
clarification of the enabling statute was investigated. 

In proposing this exchange, the Treasury is acting under the terms 
of an act of Congress (sec. 301(c), Public Law 560, 83d Cong.) which, 
in the interpretation of the Treasury, authorizes this transaction. 
However, in its report the majority of the committee is apparently 
of the opinion that the basic intent of the act does not authorize the 
proposed exchange even if its exact language may do so, in the light 
of the criteria requiring an “orderly” liquidation of the mortgage 
portfolio with a “minimum of adverse effect upon the home mortgage 
market and minimum loss to the Federal Government.” 

Previous liquidations of FNMA mortgages under the statute have, 
according to the Treasury, been cash transactions, not involving the 
cancellation of existing long-term low-rate bonds. Possible legislation 
could, if that was the wish of Congress, require liquidation through 
open sales for cash; in the case of the present proposal, this might 
preclude its consummation because of the resulting adverse effect on 
the general home mortgage market. Another possibility is inserting 
a clear directive in the statute authorizing liquidation that it is to be 
carried out with a view to stabilizing the mortgage market through 
countercyclical activity. Thus there would be an increase in FNMA 
mortgage holding during periods when there is a shortage of mortgage 
funds generally, and a decrease during periods of excess mortgage 
funds. Such a period occurred during 1954, when the sale of $575,- 
067,000 in mortgages resulted in a net income to the Government 
from housing activities during that year of over one-half billion dollars. 
The clear expression of such a policy, should that be the congressional 
wish, might well preclude the liquidation of one mortgage portfolio 
while another is being enlarged, as is the present situation, except 
under the most unusual circumstances. 

In the absence of clear congressional indications of intent in the 
basic statute, I believe that basic management practice requires that 
the Treasury be permitted to operate in its judgment under existing 
authority ‘vibe, in Treas reg rere of its terms, permits the 
activity being proposed. en the Congress establishes standards 
such as “a minimum of adverse effect” and “minimum loss” without 
further criteria, as in the case of section 301(c), it should not interfere 
with action in implementing these standards taken by the agency as 
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a result of honest and sincere judgments. Perhaps this would not 
be a transaction which Congress would authorize initially. On the 
other hand, it has given the agencies concerned this authority and 
should not superimpose its subsequent judgment on an issue where it 
has delegated such a wide range of power. This is particularly true 
in a case where it can take away that power by legislative action, if it 
so chooses. 

In view of these considerations, I believe that, irrespective of specific 
opinions on the proposed transaction, at which this resolution is 
directed, it ont be far preferable to consider specific legislative 
—_— to deal with any inadequacies found to exist in present 
aw. 


Jacos K. Javits. 


O 
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PUBLIC HEALTH SERVICE COMMISSIONED CORPS PER- 
SONNEL ACT OF 1959 


Jury 17, 1959.—Ordered to be printed 


Mr. Hix, from the Committee on Labor and Public Welfare, sub- 
mitted the following 


REPORT 


[To accompany S. 2220] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 2220) to strengthen the Commissioned Corps of the Public 
Health Service through revision and extension of some of the pro- 
visions relating to retirement, appointment of personnel, and other 
related personnel matters, and for other purposes, having considered 
the same, report favorably thereon with amendments and unanimously 
recommend that the bill, as amended, do pass. 


Purpose oF THE BILL 


This is a bill recommended by the Department of Health, Educa- 
tion, and Welfare, with the approval of the Bureau of the Budget, 
which is designed to strengthen the Commissioned Corps of the Public 
Health Service by reestablishing parity for retirement purposes be- 
tween officers of the Commissioned Corps of the Public Health Service 
and those in the Commissioned Corps of the Armed Forces. 

The United States Public Health Service employs some 25,350 
people. Of these, 3,350 are professional people—such as doctors, en- 
gineers, scientists, nurses, and radiological experts—who are in the 
Commissioned Corps. As members of the Commissioned Corps, they 
take orders from the Surgeon General. They move on an hour’s 
notice, if so ordered, to a quarantine station in Burma, to a disease 
ridden area in Panama, or to an isolated Indian reservation in the 
United States. The corps provides medical officers for the Coast 
Guard and medical services in Federal penitentiaries. Jts members 
are sent into plague-threatened areas. They cope with radiation 
hazards. They go where the Nation’s health demands their presence. 
In time of war or national emergency, the President is authorized to 
convert the corps to full military status, as he did in World War LI. 
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The purpose of the bill and its principal provisions were summarized 
in the Department’s letter of transmittal which accompanied the uraft 
of the bill. That letter reads as follows: 

ApRIL 13, 195). 

Dear Mr. Presipent: There is enclosed a draft of a bill tostrengthen 
the Commissioned Corps of the Public Health Service through revision 
and extension of some of the provisions relating to retirement, appoint- 
ment of personnel, and other related personnel matters, and for other 
purposes, together with a detailed analysis thereof. This draft bill is 
similar to a draft bill transmitted by this Department to the Congress 
last year and introduced in the 85th Congress as S. 4312, H.R. 13812 
and H.R. 13814. Since the close of the 85th Congress, we have care- 
fully reviewed last year’s bill and have determined that certain tech- 
nical or clarifying changes are needed. These changes, embodied in 
the enclosed draft bill, do not alter the principles incorporated in the 
earlier bill. 

The purpose of the proposed legislation is to assist the Public Health 
Service in recruiting and retaining competent personnel by strengthen- 
ing the Commissioned Corps personnel system and by increasing its 
career attractiveness. The proposed legisiation wou!d— 

1. Improve and strengthen the retirement system applicable 
to commissioned officers of the Regular Corps of the Service; 

2. Remove commissioned officers of the Reserve Corps from 
coverage under the civil service retirement system and substitute 
therefor the retirement program applicable to commissioned 
officers of the Regular Corps; 

3. More closely identify the retirement system applicable to 
Public Health Service commissioned officers with the system 
applicable to military personnel; and 

4. Increase the number of appointments to the higher grades 
in the Regular Corps (full grade and above) which may be made 
each year by making the existing limitation (not more than 10 
percent of original appointments authorized for the year) inap- 
plicable to the appointment to the Regular Corps of active duty 
Reserve officers. 

A major retirement proposal is an authorization for retirement after 
20 years of service, subject to the Secretary’s approval. Despite the 
fact that this proposal would authorize retirements 10 years earlier 
than is authorized under existing law, we believe that it would result 
in retaining in the Service more capable officers for longer periods of 
service. 

Practically all the resignations from the career service occur during 
the first 15 years of service. Of the 559 Regular Corps medical officers 
who resigned during the period of 1946 through 1958, 221 had com- 
pleted less than 5 years service, 272 had completed 5 through 9 years, 
59 had completed 10 through 14 years, and only 7 had completed 15 
or more years of service. An important reason for resignations after 
5 years of service is the uncertain future resulting from the narrowly 
limited room at the top and the necessity under present law of com- 
pleting 30 years of service in order to realize retirement benefits (unless 
retired for disability or on attainment of age 64). These resignations 
are particularly serious because of the investment in training which 
the Government has made, and because this is the group from which 
the future leaders of the Service must come. 
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The possibility of retirement after 20 years of service would encour- 
age many excellent officers, who now resign after completion of a 
shorter though substantial period of service, to remain for at least 20 
years. Moreover, experience in the military services (where 20-year 
retirements are now authorized) has shown that only a small number 
of officers of superior capability retire voluntarily after 20 years. 
They tend to remain because they are in positions which are profes- 
sionally rewarding and personally challenging. In addition, it 
should be pointed out that the retired pay of those retiring after 20 
years but before 30 years of service would be proportionately lower 
than the retired pay of those who complete the 30 years. 

Under present law the Surgeon General may, upon his application 
and with the approval of the President, be retired after completion 
of 4 or more years as Surgeon General and 25 years of active com- 
missioned service in the Public Health Service. It is proposed that 
this provision be extended to all general grade officers. In contrast 
to the military services, no permanent general grades are authorized 
within the Public Health Service Commissioned Corps personnel sys- 
tem. Consequently, an officer transferred out of one of the few gen- 
eral grade positions must revert to a lower pay grade and rank. ‘This 
creates individual hardship and awkward administrative situations 
which may hamper the Surgeon General in the best utilization of his 
staff. The alternative of optional full retirement, after 25 years, for 
an officer who has been in the general grade for the required period 
of time would increase administrative flexibility and would not be 
unreasonable as a reward for an officer who was qualified to hold a 
position of such high responsibility. 

Under existing law commissioned officers of the Reserve Corps of 
the Public Health Service are the only group within the uniformed 
services subject to the Civil Service Retirement Act. As in the other 
uniformed services, however, officers of the Regular Corps of the 
Public Health Service are under a noncontributory retirement pro- 
gram. Thus, Reserve officers of the Service, who receive the same 
pay as Regulars, are subject to the civil service retirement deduction 
of 6% percent of their basic pay. No such deduction is made from 
the Regular officer’s pay for his retirement benefits. This distinction 
is even more inequitable toward the reservist since he receives less 
retired pay than the Regular officer with the same pay and the same 
length of service. The draft bill would remedy this inequity by 
extending the Public Health Service staff retirement system for Reg- 
ular officers to its reservists on active duty. Rights previously earned 
by the reservists under the Civil Service Retirement Act would be 
preserved. 

Under present law a Regular Corps officer appointed after his 34th 
birthday and not later than his 45th birthday is retired for age at age 
64 with retired pay computed at the rate of 75 percent of basic pay. 
Likewise, an officer who is appointed to the Regular Corps after his 
45th birthday has his retired pay at age 64 computed at the rate of 
4 percent for each year of service times basic pay. These two pro- 
visions are more liberal than provisions applicable to military person- 
nel. For this reason, we are substituting for these provisions new 
methods for computing retired pay which are similar to those now 
applicable to military personnel. Basically, retired pay would be 
equal to 2% percent per year of active service times basic pay. In 
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the case of physicians and dentists there would be added to the active 
service otherwise credited to them 4 or 5 years to compensate them 
for their professional schooling and internship which, under current 
law, are also credited for the computation of basic pay. In addition, 
officers who at the time of retirement have completed at least 12 full 
years of active service would receive retired pay of not less than 50 
percent of basic pay. In no instance would retired pay exceed 75 
percent of basic pay. The existing provisions relating to retirement 
and the computation of retired pay would continue to apply to Regu- 
lar Corps officers on active duty at the time of enactment if the new 
provisions were less favorable. 

The enclosed draft bill would amend the Public Health Service 
legislation in several other less significant respects in order to bring 
the Service’s retirement system closer to parity with those of the mili- 
tary services. These amendments would— 

1. Credit military service for purposes of retirement; 

2. Authorize officers to retire at the highest grade held, 
temporary or permanent; and 

3. Authorize a major fraction of a year to be counted as a full 
year in the computation of retired pay. 

The Public Health Service Act presently limits original appoint- 
ments to the Regular Corps in the full grade or above to 10 percent 
of the vacancies in the overall Regular Corps strength. Over the 
past several years this limitation has permitted on an average only 
26 such appointments each year. Consequently, to meet the need 
for additional highly qualified professional and scientific personnel 
for the new or expanding responsibilities of the Service, many officers 
have been appointed to the higher grades in the Reserve Corps. 
There are now approximately 400 such Reserve officers on active 
duty in the higher grades. Since only a few of these can, under the 
present limitation, be appointed to the Regular Corps in the higher 
grades for which their ability and experience would qualify them 
and since the responsibilities of the Service will necessitate additional 
appointments of this nature to the Reserve Corps, the number of 
these officers in the Reserve Corps will continue to increase with 
the passage of each year. 

We believe a large proportion of these officers are qualified for the 
career service and are anxious to obtain the tenure which the career 
service affords. A transfer from the Reserve to the Regular Corps 
would thus provide a substantial inducement for these highly qualified 
and experienced officers to remain with the Service instead of resigning 
to seek more secure employment. Their transfer to the Regular Corps 
would also provide a better balanced staff in the permanent operating 
programs of the Service. The bill would therefore make the 10 per- 
cent limitation on the higher grade appointments in the Regular 
Corps inapplicable to members of the Reserve Corps appointed to the 
Regular Corps after they have been in the Reserve Corps for a year 
(but less than 3% years). 

There is also enclosed a detailed analysis of the draft bill. 

Since the enactment of the enclosed draft bill would not in the 
foreseeable future entail annual expenditure of appropriated funds in 
excess of $1 million, the provisions of Public Law 801, 84th Congress, 
are not applicable. 
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The Bureau of the Budget advises that it perceives no objection to 
the submission of this proposed legislation to the Congress for its 
consideration. 
Sincerely yours, 

Artuur S. FLEMMING, 


Secretary. 
The PRESIDENT, 


United States Senate, 
Washington, D.C. 
CommiTtTEE AMENDMENTS 





The committee considered and adopted three minor amendments 
to the bill as originally introduced. On line 4, of page 2, the word 
“had” was inserted after the word “‘has” in order to correct a typo- 
graphical error. 

The second amendment adopted resulted in striking out the phrase 
“ other than the Coast and Geodetic Survey” from line 21, on page 6, 
and from line 7, on page 7. Two members of the commissioned corps 
served for some years with the Coast and Geodetic Survey performing 
duties comparable to those they perform in the Public Health Service. 
The committee believes that, in equity, they should be entitled to 
count those years of service in estimating their eligibility for retire- 
ment. ‘The amendment would make this possible. 

The third amendment adopted was to strike the word ‘“‘commis- 
sioned” from line 23,of page 5. As originally introduced the bill 
provided for the retirement of certain officers after 25 years of “active 
commissioned service.” This would have resulted in an inequity to 
three officers in the Service who rendered some years of active pro- 
fessional service as civil service employees rather than as commissioned 
officers. As a result of striking the word “commissioned” from the 
above-mentioned phrase, such officers will be entitled, for retirement 
purposes, to count up to 5 years of such civil service employment if 
the Surgeon General determines that service to have been comparable 
to service performed by commissioned officers. 
















SEcTION BY SEcTION ANALYSIS 


SECTION 1 





This section provides a short title for the bill—the ‘Public Health 
Service Commissioned Corps Personnel Act of 1959.” 


SECTION 2 











This section would preclude officers from being appointed or called 
to active duty in the commissioned corps at an age beyond which 
they could not complete the minimum career service of 20 years for 

urposes of retirement unless they possess exceptional qualifications. 

xceptions to this limitation would be made in the case of Reserve 
officers who are called to active duty for 1 year or less or in the event 
that the commissioned corps of the Service is declared by the Presi- 
dent to be a military service. 
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SECTION 3 


The number of higher grade appointments (full grade or above) 
authorized to be made in the Regular Corps in any fiscal year under 
section 207 of the Public Health Service Act is 10 percent of— 

(a) The number of vacancies existing on the first day of the 
fiscal year in the strength of the Regular Corps authorized by 
Congress in the appropriation act; plus 

(b) The number of officers in the Regular Corps who during 
that fiscal year retire or for any other reason cease to be on 
active duty. 

Section 3 of the bill would amend section 207 of the Public Health 
Service Act to permit those Reserve officers presently on active dut 
at the full grade or above to be appointed in the Regular Corps regard- 
less of the number of years they have been on active duty, if they 
have been on active duty for at least 1 year prior to July 1, 1959, and 
they apply for appointment prior to July 1, 1961. Under section 207, 
as so amended, Reserve officers entering on active duty after June 30, 
1959, would be required to serve on active duty continuously for at 
least a year before appointment to the Regular Corps, but they could 
not apply for such appointment after they had served continuously 
for more than 3% years. If such requirements are not met, or if a 
person outside the Service applies for appointment in one of the 
higher grades in the Regular Corps, the existing 10-percent limitation 
would still apply. 

SECTION 4 


This section would revise the existing section 211 of the Public 
Health Service Act, with respect to the retirement of Regular or 
Reserve officers of the Public Health Service, in a number of respects. 
The subsections and paragraphs referred to below are subsections and 
paragraphs of the amended section 211. 

Subsection (a) sets forth the eligibility requirements and the 
methods of computing retired pay in case of retirement for length 
of service or age (64 years) of commissioned officers of the Service. 

Paragraph (1) of subsection (a) provides that all officers shall be 
retired on the Ist day of the month following their 64th birthday. 
This provision does not represent any change in existing law. 

Paragraph (2) of subsection (a) provides that commissioned officers 
may be retired by the Secretary, and shall be retired upon their 
application, after completion of 30 years of active service. This pro- 
vision, which is contained in existing law for Regular officers, would 
be applicable to Reserve officers as well. 

Paragraph (3) of subsection (a) provides for voluntary retirement 
with the approval of the Secretary, or involuntary retirement by the 
Secretary, upon completion of 20 or more but less than 30 years of 
service for both Regular and Reserve officers. Although this pro- 
vision would provide a new benefit for Public Health Service officers, 
it parallels similar provisions applicable to members of the military 
services. 

Paragraph (4) of subsection (a) would establish the methods under 
which retired pay would be computed for active duty officers retiring 
for age or length of service (20 or 30 years). Under these methods, 
retired pay would be computed on (i) the basic pay of an officer’s 
permanent grade at the time of retirement or (ii) the basic pay of a 
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higher temporary grade in which he has served on active duty for 
not less than 6 months and which he would be entitled to receive if 
serving in such grade at the time of retirement. Basically, retired pay 
would be equal to 2% percent per year of active service times basic 
pay. In the case of physicians and dentists, there would be added 
to the active service otherwise credited to them 4 years, to compen- 
sate for professional education, and 1 additional year for a medical 
internship, which years, under current law, are also credited for the 
computation of basic pay. If, however, any period of such profes- 
sional education or internship is counted as active service, it will be 
deducted from the 4 or 5 vears. In addition, officers who are retiring 
for age, who at that time have completed at least 12 full years of 
active service and who do not use for civil service retirement purposes 
any service also creditable under the Public Health Service retirement 
system would be entitled to receive retired pay at the minimum rate 
of 50 percent of basic pay. In no event would retired pay exceed 75 
percent of basic pay. Application of these new methods for com- 
puting retired pay constitutes a major change in the existing methods 
of computing retired pay under such circumstances. Under present 
law a Reguiar Corps officer appointed after his 34th birthday and not 
later than his 45th birthday is retired for age at age 64 with retired 
pay computed at the rate of 75 percent of basic pay. Likewise, an 
officer who was appointed to the Regular Corps after his 45th birth- 
day and who is now retired for age has his retired pay computed at 
the rate of 4 percent for each year of service times basic pay. ‘This 
change in computing retired pay parallels the formulas applicable to 
the computation of retired pay for military personnel. 

Paragraph (5) of subsection (a) would authorize the Surgeon Gen- 
eral, the Deputy Surgeon General, and Assistant Surgeons General 
to be retired, with the approval of the President, after ‘completion of 
25 years of active commissioned service in the Public Health Service 
and after 4 or more years in any one or a combination of the general 
officer grades. ‘This provision, which is presently applicable only to 
the Surgeon General, parallels provisions applicable to the military 
services, inasmuch as all military medical and dental officers may 
retire after 26 years of service (after 25 years of service for medical 
officers in some instances) with full retired pay. 

Subsection (b) of the amended section 211 of the Public Health 
Service Act provides that if retired pay is computed under subsection 
(a)(4) of the same section on the basis of the highest temporary grade 
held, the basic pay involved in the computation would be that pay 
to which the officer would be entitled if serving on active duty in 
such grade on the date of his retirement, regardless of the pay or 

ay grade of such grade at the time the officer served in such grade. 
his. provision is similar to provisions currently applicable to the 
members of the military services 

Subsection (c) of the amended section 211 extends to Reserve officers 
entitled to retired pay under the Public Health Service staff retire- 
ment prozram an existing provision of law which permits the involun- 
tary recall to active duty of Regular Corps officers during periods 
when the Commissioned Corps is a military service. 

Subsection (d) of the amended section 211 defines the term “active 
service’ for purposes of establishing eligibility for and the computation 
of retired pay. It would include (i) all active service in any of the 
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uniformed services, including the Commissioned Corps of the Public 
Health Service, but excluding the Coast and Geodetic Survey; (ii) 
employment with the Public Health Service, other than as a commis- 
sioned officer, but not to exceed the last 5 years of such employment 

receding retirement whether or not such years are continuous, and 
fimited to those types of employment which are performed by com- 
missioned officers; and (iii) all other active service in another uniformed 
service (exc luding the Coast and Geodetic Survey) which is creditable 
for retirement purposes under laws governing the retirement of mem- 
bers of such other uniformed service. This subsection would change 
existing law in two major respects. It would authorize credit, for all 
retirement purposes, of active service in the other uniformed services, 
excluding the Coast and Geodetic Survey. Moreover, it would limit 
to a maximum of 5 years (the last 5 years) the crediting of civilian 
service with the Public Health Service. 

Subsection (e) of the amended section 211 would authorize the cred- 
iting of a part of a year of 6 months or more as a whole year for pur- 
poses of determining the number of years by which the appropriate 
percentage (2% percent) of an officer’s basic pay would be multiplied 
to compute his retired pay. This follows the law applicable to the 
military services. 

Subsection (f) of the amended section 211 would, in addition to a 
few drafting changes, amend the existing subsection (g) of section 211 
to impose, with respect to the crediting of noncommissioned employ- 
ment in the Public Health Service for disability retirement purposes, 
the same limitations as are contained in subsection (d) of the amended 
section 211, described above. 


SECTION 5 


Subsection (a) of section 5 of the bill would amend section 2 of the 
Public Health Service Act to add a new subsection (p) defining “uni- 


? 


formed service.” The term would include the Army, Navy, Air Force, 
Marine Corps, Coast Guard, Public Health Service, or Coast and 
Geodetic Surve 

Subsection b) of section 5 would amend section 208(b) of the 
Public Health Service Act to authorize Reserve officers retired for age, 
length of service, or disability to purchase supplies, such as quarter- 
master supplies, from the military services on the same basis as such 
supplies may be purchased by officers of the military services. ‘The 
present provision is further amended by deleting the word ‘“‘quarter- 
master,” as supplies sold by services other than the Army are not 
known as “quartermaster” supplies. 

Subsection (c) of section 5 would amend section 210(g)(3) of the 
Public Health Service Act which relates to the retired pay of a full 
grade officer of the Regular Corps who is twice passed over for per- 
manent promotion to the senior grade and who is subsequently retired. 
The bill would make it clear that his retired pay would be computed on 
the basis of the basic pay of his permanent grade. 

Subsection (d) of section 5 would amend section 326(a) of the 
Public Health Service Act to delete therefrom all references to retired 

ersonnel of the Coast Guard, Coast and Geodetic Survey, and 
ublic Health Service. The inclusion of such personnel in the existing 
section 326(a) permits such persons to receive medical care from 
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civilian facilities in emergencies. Such benefit is not available to 
retired personnel of the military services who are entitled to medical 
care only at medical facilities of the uniformed services pursuant to 
section 301(b) of the Dependents’ Medical Care Act. The only 
intent of this amendment is to establish parity between retired person- 
nel of the Coast Guard, Coast and Geodetic Survey, and Public 
Health Service and retired personnel of the military services. 


SECTION 6 


One of the main purposes of this section is to safeguard rights 
earned under the Civil Service Retirement Act for Reserve officers 
transferred from the civil service retirement system to the staff 
retirement system proposed by this bill. 

Subsection (a) of section 6 provides that service, prior to July 1, 
1959, as a commissioned officer of the Regular Corps of the Public 
Health Service shall be considered, for purposes of credit under the 
Civil Service Retirement Act, as civilian service. (Service in the 
Reserve Corps is already considered as civilian service for the purposes 
of such act.) Such Regular Corps service would not, however, be 
considered as civilian service for purpose of section 3(f) of the act 
which requires 5 years of civilian service for eligibility for an annuity 
under the act. In other words, such Regular Corps service would be 
creditable under the act only if the officer, after his resignation from 
the Service, completed 5 years in a civil service position subject to 
the act. One additional exception to this general provision is made 
in subsection (b) of section 6 (explained below). Also, this subsection 
provides that Reserve officers, whether on active duty or in an in- 
active status, shall be considered as voluntarily separated on June 30, 
1959, from civilian positions subject to the Civil Service Retirement 
Act. Under this provision any Reserve officer who, as of July 1, 1959, 
had 5 years or more of service creditable under the Civil Service 
Retirement Act, including his Public Health Service Reserve service, 
could elect to leave his money in the civil service retirement fund and 
receive a deferred annuity based on such service commencing at age 
62. 

Subsection (b) provides the general rule which would preclude the 
crediting of service under the Civil Service Retirement Act in the 
case of an officer retiring from the Public Health Service, if such 
service is also creditable for retirement purposes under the Public 
Health Service staff retirement system. Any service which is so 
creditable, such as active commissioned Reserve service before July 1, 
1959, or civil service employment with the Public Health Service 
performed at any time, would not, except as explained below, be 
credited for civil service retirement purposes upon an officer’s retire- 
ment under the Public Health Service staff retirement plan, regardless of 
whether such service would be used in the computation of the officer’s 
retired pay from the Public Health Service. If, however, an officer 
has, at the time of his retirement from the Public Health Service 
for age or length of service, service which is dually creditable under 
both the Civil Service Retirement Act and the Public Health Service 
staff retirement system and which was performed before July 1, 1959, 
and has not applied for and received a refund of his civil service retire- 
ment deductions covering such service, he may waive the use of such 
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credits in computing his Vublic Health Service retired pay and use such 
credits for annuity purposes under the Civil Service Retirement Act. 
For example, an officer, who had 10 years of active Reserve service 
on January 1, 1959, and 20 years of such service thereafter, applies for 
retirement upon completion of 30 years of service. He may elect to 
have his retired pay from the Public Health Service computed at the 
rate of 24 percent times 30 years times basic pay, or at the rate of 2% 
percent times 20 years times basic pay, thus permitting the officer to 
use his 10 years of service before July 1, 1959, for civil service retire- 
ment purposes. 

Subsection (c) of section 6 amends section 1(r) of the Civil Service 
Retirement Act. This section defines “military service” for purposes 
of that act. The amendment would bring service after June 30, 
1959, in the Regular or Reserve Corps of the Public Health Service 
within the meaning of the term. 


SECTION 7 


Under an amendment to the Civil Service Retirement Act, enacted 
in 1956, no service in a uniformed service performed after 1956, may be 
creditable thereunder if a person is or becomes eligible for old-age, 
survivors, and disability insurance payments. The purpose of this 
limitation is to preclude a civilian employee who enters military 
service from having this period of service credited under both pro- 
grams. As the Civil Service Retirement Act authorizes a civilian 
employee to receive gratuitous credit for military service, this limita- 
tion is not unreasonable. Public Health Service Reserve officers, 
however, are compelled to pay for both civil service retirement (at the 
rate of 6% percent of basic pay) and old-age, survivors, and disability 
insurance (at the rate of 24 percent of basic pay through 1958 and 
since then 2% percent) with respect to their service after 1956 and, 
assuming enactment of the enclosed draft bill, before July 1, 1959. 
Yet, the limitation described above is applicable to this group of 
officers who are the only group of Federal personnel in this situation. 
Section 7 of the draft bill would resolve this unusual situation to some 
extent, by permitting such an officer (or his survivors) to use such 
service for civil service retirement purposes or for purposes of old- 
age, survivors, and disability insurance, as he (or his survivors) may 
elect. 

SECTION 8 


Subsections (a) and (b) of section 8 provide effective dates for the 
amendments made by the bill. 

Subsection (c) is a savings provision pertaining to officers of the 
Regular Corps on active duty on the date of enactment of the bill 
(including officers on detail on a leave-without-pav basis). Its pur- 
pose Sacra be to enable such officers to retire and have their retired 
pay computed under either the old or the new section 211, at their 
election. 

Subsection (d) of section 8 is a savings provision for Reserve officers 
on active duty on June 30, 1959 (including those on detail on a leave- 
with-pay basis). Under the existing section 211 Reserve officers are, 
for purposes of disability retirement, credited with all their civilian 
service with the Public Health Service. Under the amended section 
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211 the crediting of such service would be limited to 5 years. Thus, 
to prevent a loss in existing retirement credits, subsection (d) would 
provide that all Reserve officers on active duty on June 30, 1959, could 
use the service with which they are credited on the preceding day for 
purposes of disability retirement under the amended section 211. 


CHANGES IN Existing Law 





In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


PUBLIC HEALTH SERVICE ACT, AS AMENDED 
TITLE I—SHORT TITLE AND DEFINITIONS 


SHORT TITLE 





Src. 1. Titles I to VII, inclusive, of this Act may be cited as the 
“Public Health Service Act”. 


DEFINITIONS 






Src. 2. When used in this Act— 
(a) The term “Service” means the Public Health Service; 

(b) The term “Surgeon General” means the Surgeon General of the 
Public Health Service; 

(c) The term “Administrator” means the Federa] Security Ad- 
ministrator;' 

(d) The term “regulations”, except when otherwise specified, means 
rules and regulations made by the Surgeon General with the approval 
of the Administrator: 

(e) The term “executive department” means any executive de- 
partment, agency, or independent establishment of the United 
States or any corporation wholly owned by the United States; 

(f) The term “State”? means a State or the District of Columbia, 
Hawaii, Alaska, Puerto Rico, or the Virgin Islands, except that as 
used in section 361(d) such term means a State, the District of Colum- 
bia, or Alaska; 

(g) The term “possession” includes, among other possessions, 
Puerto Rico and the Virgin Islands; 

(h) The term “seamen” includes any person employed on board 
in the care, preservation, or navigation of any vessel, or in the service, 
on board, of those engaged in such care, preservation, or navigation; 

(i) The term ‘vessel’ includes every description of watercraft or 
other artificial contrivance used, or capable of being used, as a means 
of transportation on water, exclusive of aircraft and amphibious 
contrivances; 






' Reorgan zation Plan No. | of 1953, 67 Stat. 631, abolished the Office of Federal Security Administrator, 
and, effective Anri) 11, 1953, all functions of that Office were transferred to the Secretary, Department of 
Health, Education, and Welfare. Accordingly, for all actions subsequent to April 10, 1953, the term “ Ad- 
at ae. as here used should be read as meaning the Secretary of the Department of Health, Education, 
and Welfare. 
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(j) The term “habit-forming narcotic drug’ or “narcotic”? means 
opium and coca leaves and the several alkaloids derived therefrom, 
the best known of these alkaloids being morphia, heroin, and codeine 
obtained from opium, and cocaine derived from the coca plant; all 
compounds, salts, preparations, or other derivatives obtained either 
from the raw material or from the various alkaloids; Indian hemp 
and its various derivatives, compounds, and preparations, and peyote 
in its various forms; isonipecaine and its derivatives, compounds, 
salts and preparations; opiates (as defined in section 3228(f) of the 
Internal Revenue Code); 

(k) The term “‘addict’’ means any person who habitually uses any 
habit-forming narcotic drugs so as to endanger the public morals, 
health, safety, or welfare, or who is or has been so far addicted to the 
use of such habit-forming narcotic drugs as to have lost the power of 
self-control with reference to his addiction; 

(1) The term “psychiatric disorders’ includes diseases of the nerv- 
ous system which affect mental health; 

(m) The term “State mental health authority’ means the State 
health authority, except that, in the case of any State in which there 
is a single State agency, other than the State health authority, charged 
with responsibility for administering the mental health program of 
the State, it means such other State agency; 

(n) The term “heart diseases’? means diseases of the heart and 
circulation; [and] 

(o) The term “dental diseases and conditions” means diseases and 
conditions affecting teeth and their supporting structures, and other 
related diseases of the [mouth.] mouth; and 

(p) The term “uniformed service” means any regular or reserve com- 
ponent of the Army, Navy, Air Force, Marine Corps, Coast Guard, 
Public Health Service, or Coast and Geodetic Survey. 


TITLE II—ADMINISTRATION 


* * * 
APPOINTMENT OF PERSONNEL 


Sec. 207. (a)(1) Except as provided in subsections (b) and (e) of 
this section, original appointments to the Regular Corps may be made 
only in the junior assistant, assistant, and senior assistant grades and 
original appointments to a grade above junior assistant shall be made 
only after passage of an examination, given in accordance with regu- 
lations of the President, in one or more of the several branches of 
medicine, dentistry, hygiene, sanitary engineering, pharmacy, nursing, 
or related scientific specialties in the field of public health. 

(2) Original appointments to the Reserve Corps may be made to 
any grade up to an including the director grade but only after passage 
of an examination given in accordance with regulations of the Presi- 
dent. Reserve commissions shall be for an indefinite period and may 
be terminated at any time, as the President may direct. 

(3) No individual who has attained the age of forty-four shall be ap- 
pointed to the Regular Corps, or called to active duty in the Reserve Corps 
for a period in excess of one year, unless (A) he has had a number of 
years of active service (as defined in section 211(d) equal to the number 
of years by which his age exceeds forty-four, or (B) the Surgeon General 
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determines that he possesses exceptional qualifications, not readily avail- 
able elsewhere in the Commissioned Corps of the Public Health Service, 
for the performance of special duties with the Service, or (C) in the case 
of an officer of the Reserve Corps, the Commissioned Corps of the Service 
has been declared by the President to be a military service. 

(b) (1) Not more than 10 per centum of the original appointments 
tojthe Regular Corps authorized to be made during any fiscal year 
may be made to grades above that of senior assistant, but no such 
appointment may be made to a grade above that of director. For 
the purpose of this subsection the number of original appointments 
authorized to be made during a fiscal year shall be (1) the excess of 
the number of officers of the Regular Corps authorized by the appro- 
priation Act or Acts for such year over the number of officers on 
active duty in the Regular Corps on the first day on such year, plus 
(2) the number of such officers of the Regular Corps who, during such 
fiscal year, have been or will be retired upon attainment of age sixty- 
four or have for any other reason ceased to be on active duty. In 
determining the number of appointments authorized by this subsection 
an appointment shall be deemed to be made in the fiscal year in which 
the nomination is transmitted by the President to the Senate. [No 
person shall be appointed pursuant to this subsection unless he meets 
standards established in accordance with regulations of the President. ] 

(2) In addition to the number of original appointments to the Regular 
Corps authorized by paragraph (1) to be made to grades above that of 
seni r assistant, original appointments authorized to be made to the 
Regular Corps in any year may be made to grades above that of senior 
a but not above that of director, in the case of any individual 
who— 

(A) (2) was on active duty in the Reserve Corps on July 1, 1959, 
(ii) was on such active duty continuously for not less than one year 
immediately prior to such date, and (iit) applies for appointment 
to the Regular Corps prior to July 1, 1961; or 

(B) does not come within clause (A) (i) and (ii) but was on active 
duty in the Reserve Corps continuously for not less than one year 
immediately prior to his appointment to the Regular Corps and has 
not served on active duty continuously for a period, occurring after 
June 30, 1959, of more than three and one-half years prior to 
applying for such appointment. 

(3) No person shall be appointed pursuant to this subsection unless he 
meets standards established in accordance with regulations of the President. 
* * * * *« 





x * 







PAY AND ALLOWANCES 


Sec. 208. (a) Commissioned officers of the Regular and Reserve 
Corps shall be entitled to receive such pay and allowances as are now 
or may hereafter be authorized by law. 

[(b) In accordance with regulations of the President, commissioned 
officers of the Regular Corps and officers of the Reserve Corps on active 
duty may make allotments from their pay. Such officers shall also 
be permitted to purchase quartermaster supplies from the Army, 
Navy, and Marine Corps at the same price as is charged officers of 
the Army, Navy, and Marine Corps.] 
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(6) In accordance with regulations of the President, commissioned 
officers on active duty may make allotments from their pay. Such 
officers, ani retired officers entitled to retired pay pursuant to section 
210(g)(8), section 211, or section 221(a), shall be permitted to purchase 
supplies from the Army, Navy, Air Force, and Marine Corps at the same 
price as is charged officers thereof. 

* *~ * . * * * 


PROMOTIONS AND SEPARATION OF COMMISSIONED OFFICERS IN THE 
REGULAR CORPS 


Src. 210. (a) * * * 


* * *~ * * * * 


(g) If, for reasons other than physical disability, an officer of the 
Regular Corps in the junior assistant grade is found pursuant to sub- 
section (c) not to be qualified for promotion he shall be separated from 
the Service. If, for reasons other than physical disability, an officer 
of the Regular Corps in the assistant, senior assistant, or full grade, 
after having been twice examined for promotion (other than promo- 
tion to a restricted grade), fails to be promoted— 

(1) if in the assistant grade he shall be separated from the 
Service and paid six months’ pay and allowances; 

(2) if in the senior assistant grade he shall be separated from 
the Service and paid one year’s pay and allowances; 

(3) if in the full grade he shall be considered as not in line for 
promotion and shall, at such time thereafter as the Surgeon 
General may determine, be retired from the Service with retired 
pay (unless he is entitled to a greater amount by reason of 
another provision of law) at the rate of 2% per centum [of his 
active duty pay at the time of retirement for each complete 
year] of the basic pay of the permanent grade held by him at the 
time of retirement for each year, not in excess of thirty, of his 
active commissioned service in the Service. 

* * * . - * * 


RETIREMENT OF COMMISSIONED OFFICERS 


[Sec. 211. (a) A commissioned officer shall be retired on the first 
day of the month following the month in which he attains the age 
of sixty-four years; and a commissioned officer may be retired by the 
Administrator, and shall be retired if he applies for retirement, on 
the first day of any month after completion of thirty years of active 
commissioned or noncommissioned service in the Service. If he is 
an officer in the Regular Corps, he shall, except as provided in sub- 
section (b), be entitled to receive retired pay at the rate of 75 per 
centum of his active pay at the time of retirement. 

[(b) (1) Any commissioned officer of the Regular Corps who at 
the time of his original appointment was more than forty-five years 
of age shall upon his retirement for age pursuant to subsection (a) 
of this section be entitled to retired pay at the rate of 4 per centum 
of his active pay at the time of such retirement for each twelve 
months of active commissioned or noncommissioned service in the 
Service, including any active commissioned service in the Armed 
Forces, but in no case more than 75 per centum of such active pay. 
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[(2) The retired pay of an officer, who is retired pursuant to sub- 
section (a) of this section or pursuant to paragraph (1) of this sub- 
section and who has served four years or more as Surgeon General, 
Deputy Surgeon General, or Assistant Surgeon General, shall be 
based on the pay of the highest grade held by him as such Surgeon 
General, Deputy Surgeon General, or Assistant Surgeon General. 

{(c) A commissioned officer who has been retired under the pro- 
visions of this section may, (1), if an officer of the Regular Corps, be 
involuntarily recalled to active duty during such times as the Corps 
may constitute a branch of the land and naval forces of the United 
States, and (2), if an officer of either the Regular Corps or the Reserve 
Corps, be recalled to active duty at any time with his consent. 

[(d) With the approval of the President a commissioned officer 
who hes served four years or more as Surgeon General and who has 
had not less than twenty-five years of active commissioned service in 
the Service may retire voluntarily, either at the termination of his 
term as Surgeon General or at any time thereafter; and his retired 
pay shall be at the rate of 75 per centum of the pay of the highest 
grade held by him as such Surgeon General. 

[(e) Commissioned officers of the Reserve Corps, while on active 
duty, shall be deemed to be officers of the executive branch of the 
Government within the meaning of section 3 of the Civil Service 
Retirement Act, as amended (U.S.C., 1940 edition, title 5, section 
693). 

[(f) An officer of the Regular Corps in the senior assistant grade 
in a category in which the full grade is a restricted grade, who has 
had twenty years of active commissioned or noncommissioned service 
in the Service (including any active Federal service in the armed 
forces) or has attained the age of fifty, or an officer of the Regular 
Corps in the full grade in a category in which the senior grade is a 
restricted grade, who has had twenty-five years of such service or 
has attained the age of fifty-five, may be retired in accordance with 
regulation of the Administrator if he has not been found pursuant to 
section 210(c) to be qualified for promotion to the full grade or the 
senior grade, as the case may be. The retired pay of any such officer 
shall be at the rate of 2% per centum of his active duty pay at the 
time of retirement for each complete vear, not in excess of thirty, of 
such service. 

[(g) For the purposes of retirement or separation for physical 
disability under chapter 61 of title 10, United States Code, a commis- 
sioned officer of the Service shall be credited, in addition to the service 
described in section 1208(a)(2) of that title, with his service, other 
than commissioned service with the Public Health Service. For 
such purposes, section 1208(a)(2) is applicable to officers of the 
Reserve Corps and to officers of the Regular Corps.] 

Src. 211. (a)(1) A commissioned officer of the Service shall be retired 
on the first day of the month following the month in which he attains the 
age of sixty-four years. 

(2) A commissioned officer of the Service may be retired by the Secre- 
tary, and shall be retired tf he applies for retirement, on the first day of any 
month after completion of thirty years of active service. 

(3) Any commissioned officer of the Service who has had less than 
thirty years of active service may be retired by the Secretary, with or with- 
out application by the officer, on the first day of any month after completion 
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of twenty or more years of active service of which not less than ten are 
years of active commissioned service in any of the uniformed services. 

(4) A commissioned officer retired pursuant to paragraph (1), (2), or 
(3) shall be entitled to receive retired pay at the rate of 2% per centum of 
the basic pay of the highest grade held by him as such officer and in which, 
in the case of a temporary promotion to such grade, he has performed 
active duty for not less than siz months, (A) for each year of active service, 
or (B) if it results in higher retired pay, for each of the following years: 

(i) his years of active service (determined without regard to sub- 
section (d)) as a member of a uniformed service; plus 

(ii) in the case of a medical or dental officer, four years and, in 
the case of a medical officer, who has completed one year of medical 
anternship or the equivalent thereof, one additional year, the four 
years and the one year to be reduced by the period of active service 
performed during such officer’s attendance at medical school or 
dental school or during his medical internship; 

except that (C’) in the case of any officer whose retired pay, so computed, 
is less than 50 per centum of such basic pay, who retires pursuant to 
paragraph (1) of this subsection, who has not less than twelve whole years 
of active service (computed without the application of subsection (e)), and 
who does not use, for purposes of a retirement annuity under the Civil 
Service Retirement Act, any service which is also creditable in com- 
puting his retired pay from the Service, it shall, instead, be 50 per centum 
of such pay, and (D) the retired pay of an officer shall in no case be more 
than 75 per centum of such basic pay. 

(5) With the approval of the President, a commissioned officer whose 
service as Surgeon General, Deputy Surgeon General, or Assistant 
Surgeon General has totaled four years or more and who has had not less 
than twenty-five years of active service in the Service may retire voluntarily 
at any time; and his retired pay shall be at the rate of 75 per centum of 
the basic pay of the highest grade held by him as such officer. 

(6) For purposes of subsection (a), the basic pay of the highest grade 
to which a commissioned officer has received a temporary promotion 
means the basie pay to which he would be entitled if serving on active 
duty in such grade on the date of his retirement. 

(c) A commissioned officer, retired for reasons other than for failure 
of promotion to the senior grade, may (1) if an officer of the Regular 
Corps or an officer of the Reserve Corps entitled to retired pay under sub- 
section (a), be involuntarily recalled to active duty during such times as 
the Commissioned Corps constitutes a branch of the land or naval forces 
of the United States, and (2) if an officer of either the Regular or Reserve 
Corps, be recalled to active duty at any time with his consent. 

(d) The term “active service’, as used in subsection (a), includes— 

(1) all active service in any of the uniformed services; 

(2) active service with the Public Health Service, other than as a 
commissioned officer, which the Surgeon General determines is com- 
parable to service performed by commissioned officers of the Service, 
except that, if there are more than five years of such service only the 
last five years thereof may be included; and 

(3) all active service (other than service included under the pre- 
ceding provisions of this subsection) which is creditable for retirement 
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purposes under laws governing the retirement of members of any of 
the uniformed services. 

(e) For the purpose of computing the amount of the retired pay of any 
officer pursuant to section 210(g)(3) or paragraph (4) of subsection (a) 
of this section, a part of a year of active service of six months or more shall 
be counted as a whole year and a part of a year of active service which is 
less than six months shall be disregarded. 

(f) For purposes of retirement or separation for physical disability 
under chapter 61 of title 10, United States Code, a commissioned officer 
of the Service shall be credited, in addition to the service described in sec- 
tion 1208(a)(2) of that title, with active service with the Public Health 
Service, other than as a commissioned officer, which the Surgeon General 
determines is comparable to service performed by commissioned officers 
of the Service, except that, af there are more than five years of such service, 
only the last five years thereof may be so credited. For such purposes, 
such section 1208(a)(2) shall be applicable to officers of the Regular or 
Reserve Corps of the Service. 

* x * * /* * * 


TITLE II—GENERAL POWERS AND DUTIES OF PUBLIC 
HEALTH SERVICE 


. * * * * * * 


Part C—Hospitauts, Mepicat ExaMINaTIONs, AND Mepicat CARE 


* . * * * * * 


SERVICES TO COAST GUARD, COAST AND GEODETIC SURVEY, AND PUBLIC 
HEALTH SERVICE 


Sec. 326. (a) Subject to regulations of the President— 
(1) commissioned officers, chief warrant officers, warrant offi- 
cers, cadets, and enlisted personnel of the Regular Coast Guard 
[, including those on shore duty and those on detached duty, 
whether on active duty or retired] on active duty, including those 
on shore duty and those on detached duty; and Regular and tem- 
porary members of the United States Coast Guard Reserve when 
on active duty [or when retired for disability]; 
(2) commissioned officers, ships’ officers, and members of the 
crews of vessels of the United States Coast and Geodetic Survey 
[, including those on shore duty and those on detached duty, 
whether on active duty or retired] on active duty, including those 
on shore duty and those on detached duty; and 
[(3) commissioned officers of the Regular Corps of the Public 
Health Service, whether on active duty or retired, and commis- 
sioned officers of the Reserve Corps when on active duty or when 
retired for disability ;] 
(3) commissioned officers of the Regular or Reserve Corps of the 
Public Health Service on active duty; 
shall be entitled to medical, surgical, and dental treatment and hos- 
pitalization by the Service. The Surgeon General may detail com- 
missioned officers for duty aboards vessels of the Coast Guard or the 
Coast and Geodetic Survey. 


59004°—59 5S. Rept., 86-1, vol. 444 
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SECTION 1i(r) OF THE CIVIL SERVICE RETIREMENT ACT 


DEFINITIONS 


Section 1. Wherever used in this Act— 
(a) *x* * * 
a 


* * * * * * 


(r) The term “military service” shall mean honorable active service 
in the Army, Navy, Air Force, Marine Corps, or Coast Guard of the 
United States, or, after June 30, 1959, in the Regular Corps or Reserve 
Corps of the Public Health Service, but shall not include service in the 
National Guard except when ordered to active duty in the service of 
the United States. 


SECTION 215 OF THE SOCIAL SECURITY ACT 


= * * * * 
ROUNDING OF BENEFITS 


(g) The amount of any primary insurance amount and the amount 
of any monthly benefit computed under section 202 or 223 which (after 
reduction under section 203(a)) is not a multiple of $0.10 shall be 
raised to the next higher multiple of $0.10. 

(h) (1) Notwithstanding the provisions of the Civil Service Retirement 

Act, remuneration paid for service to which the provisions of section 
210(m) (1) of this Act are applicable and which is performed by an indi- 
vidual as a commissioned officer of the Reserve Corps of the Public Health 
Service prior to July 1, 1959, shall not be included in computing entitle- 
ment to or the amount of any monthly benefit under this title, on the basis 
of his wages and self-employment income, for any month after June 1959 
and prior to the first month with respect to which the Civil Service Com- 
mission certifies to the Secretary that, by reason of a waiver filed as pro- 
vided in paragraph (2), no further annuity will be paid to him, his wife, 
and his children, or, if he has died, to his widow and children, under the 
Civil Service Retirement Act on the basis of such service. 
+ (2) In the case of a monthly benefit for a month prior to that in which 
the individual, on whose wages and self-employment income such benefit 
is based, dies, the waiver must be filed by such individual; and such 
waiver shall be irrevocable and shall constitute a waiver on behalf of 
himself, his wife, and his children. If such individual did not file such 
a waiver before he died, then in the case of a benefit for the month in 
which he died or any month thereafter, such waiver must be filed by his 
widow, if any, and by or on behalf of all his children, if any; and such 
waivers shall be irrevocable. Such a waiver by a child shall be filed by 
his legal guardian or guardians, or, in the absence thereof, by the person 
(or persons) who has the child in has care. 


O 





Calendar No. 533 


SENATE j REpPoRT 
No. 536 


THE YOUTH CONSERVATION ACT OF 1959 


Juty 20, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of July 17, 1959 


Mr. Ranpowpa, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


Together with minority and supplemental views. 


[To accompany 8. 812; 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 812) to authorize the establishment of a Youth Conserva- 
tion Corps to provide healthful outdoor training and employment for 
young men and to advance the conservation, development, and man- 
agement of national resources of timber, soil, and range, and of recrea- 
tional area, having considered the same, report favorably thereon, 
with an amendment in the nature of a substitute, and recommend that 
the bill, as amended, do pass. 

The committee amendment in the nature of a substitute does not 
change the overall purposes of the bill as introduced. It nevertheless 
contains many refinements and certain important changes which were 
suggested by testimony during the hearings and by staff research. 

he principal changes in the bill are as follows: 

(1) The Director of the corps has been given rank equivalent 
to an Assistant Secretary and is subject to Senate confirmation. 

(2) Conservation work may be performed on State lands. The 
State agency may participate on a 50-50 cost-sharing basis. 

(3) Educational programs available to enrollees are no longer 
a required part of the workweek. 

(4) The De artment of Labor has been given departmental 
responsibility for administering the Youth Conservation Corps. 

(5) An Advisory Committee has been established to provide 
the Director with a channel of communication with various non- 
governmental organizations capable of giving valuable advice 
to assure the most successful operation of the corps. 

(6) The total enrollment of the corps has been subjected to a 
step-up strength with 50,000 enrollees the first year. 


* 
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(7) A formula has been revised to provide for enrollment which 
will seek to benefit areas of chronic unemployment. 
(8) The top age of an enrollee is 21, without exception. 
(9) The conservation camps have been placed in full charge of 
the agency which is the custodian of the land where the work is 
performed. 
The text of the substitute as reported follows: 
























S. 812 
IN THE SENATE OF THE UNITED STATES 
JANUARY 29, 1959 


Mr. Humpurey (for himself, Mr. Murray, Mr. Byrp of West Virginia, 
Mr. Cuurcu, Mr. Gruenina, Mr. Hart, Mr. Henninas, Mr. JAack- 
son, Mr. Jonnston of South Carolina, Mr. Lancer, Mr. MaGnuson, 
Mr. Mansrietp, Mr. McCarruy, Mr. Morssg, Mr. Moss, Mr. 
NEvuBERGER, Mr. Proxmire, Mr. Ranpotps, Mr. YaRBoRovanH, 
Mr. Cannon, and Mr. Carro.t) introduced the following bill; which 
was read twice and referred to the Committee on Labor and Public 

Welfare 








A BILL To authorize the establishment of a Youth-Conservation 
Corps to provide healthful outdoor training and employment for 
young men and to advance the conservation, development, and 
management of national resources of timber, soil, and range, and of 
recreational areas 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, 


SHORT TITLE 


Section 1. This Act may be cited as the “Youth Con- 
servation Act of 1959”’. 

























STATEMENT OF PURPOSE 





Src. 2. The purpose of this Act is (1) to provide the oppor- 
tunity for healthful training and employment of young men 
in carrying out such programs of conservation planned and 
designed by, and under the immediate supervision of, the 
various governmental agencies charged with the responsi- 
bility of planning and carrying out such programs; and (2) to 
enable the governmental agencies charged with the responsi- 
bility of conserving and developing natural resources to ac- 


celerate programs planned by such agencies to fulfill such 
responsibility. 


ESTABLISHMENT OF A YOUTH-CONSERVATION CORPS 





Sec. 3. In order to carry out the purposes of this Act, 
there is hereby established within the Department of Labor 
a Youth-Conservation Corps (hereinafter referred to as the 
“‘corps’”’) which shall be administered and directed by a 
Director who shall be appointed by the President, by and 
with the advice and consent of the Senate, and whose annual 
salary shall be $20,000. 
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AUTHORITY OF SECRETARY OF LABOR 


Sec. 4. The Secretary of Labor (hereinafter referred to as 
the ‘‘Secretary”) shall, with the advice of the Commission 
hereinafter provided for, have authority— 

(1) to formulate rules and regulations for the opera- 
tion of the corps; 

(2) to appoint, in accordance with the civil service 
laws and regulations, such personnel as he deems neces- 
sary for the efficient and economic discharge of the func- 
tions of the corps, the compensation of all such appointees 
to be fixed in accordance with the Classification Act of 
1949, as amended; 

(3) to establish adequate standards of safety, health, 
and morals for enrollees of the corps; 

(4) to enter into agreements with Federal and State 
agencies charged with the responsibility of conserving, 
developing, and managing the natural resources of the 
Nation, and of developing, managing, and protecting 
recreational areas, whereby the enrollees of the corps 
may be utilized by such agencies in carrying out, under 
the immediate supervision of such agencies, programs 
planned and designed by such agencies to fulfill such 
responsibility. Any such agreement with a State agency 
shall provide that the State will defray one-half of all 
costs incurred with respect to any enrollees utilized by 
such State; 

(5) to enter into agreements with, and otherwise 
cooperate with, other governmental departments, agen- 
cies, and instrumentalities in carrying out the purposes 
of this Act; 

(6) to provide a system of educational services to 
enrollees of the corps, in addition to the regular program 
of work and on-the-job training; 

(7) to formulate such other rules and regulations, 
establish such other procedures, enter into such contracts 
and agreements, and generally perform such functions 
as he may deem necessary or desirable to carry out the 
provisions of this Act; 

(8) to authorize the performance by the Director of 
any functions of the Secretary under this Act. 


YOUTH-CONSERVATION COMMISSION 


Sec. 5. There is established a commission to be known as 
the Youth-Conservation Commission (hereinafter referred 
to as the ‘‘Commission’’). The Commission shall be com- 
posed of four members as follows: The Secretary of Labor 
who shall be Chairman, a representative of the Department 
of Health, Education, and Welfare, a representative of the 
Department of Agriculture, and a representative of the 
Department of the Interior, each of whom shall be appointed 
by the Secretary of the department of which he is a represent- 
ative. Members of the Commission shall be reimbursed for 
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actual and necessary traveling and subsistence expenses in- 
curred while engaged in the authorized functions of the 
Commission. 


FUNCTIONS OF THE COMMISSION 


Sec. 6. (a) The Commission shall consult with and advise 
the Secretary with respect to all phases of the operation of 
the corps. 

(b) Each member of the Commission shall act in a liaison 
capacity between the agencies of the Federal department 
represented by him and the Youth-Conservation Corps in 
carrying out any agreement between such agency and the 
corps. 

ADVISORY COMMITTEE 


Sec. 7. (a) There is established an Advisory Committee of 
nine members, including the Secretary who shall be the 
Chairman. The Advisory Committee shall meet semi- 
annually in order to review the operations of the corps, in 
general, the kind of work performed, and the training pro- 
vided the enrollees. 

(b) The members of the Advisory Committee shall serve 
without compensation for their time and expenses if any 
spent in fulfilling their duties. Eight members shall be 
appointed upon recommendation by appropriate organiza- 
tions. 


COMPOSITION OF THE CORPS 






Src. 8. (a) The corps shall be composed of male individ- 
uals who are citizens of the United States of good character 
and health, and who are not less than sixteen nor more than 
twenty-one years of age. The number of enrollees in the 
corps shall not exceed in the case of the fiscal year ending 
June 30, 1960, 50,000; in the case of the fiscal year ending 
June 30, 1961, 100,000; and in the case of the fiscal year 
ending June 30, 1962, or any succeeding fiscal year, 150,000. 
The Secretary, in accepting applications for enrollment in the 
corps, shall, subject to the provisions of subsection (d), give 
priority to applications submitted by any Indian on tribal 
rolls for work to be performed on the reservation of such 
tribe, or lands adjacent thereto. 

(b) In order to enroll as a member of the corps an indi- 
vidual must agree to comply with rules and regulations 
promulgated by the Secretary for the government of members 
of the corps. 

(c) Enrollment in the corps shall be for a period of six 
months; if permitted by the Secretary, an individual may re- 
enroll, but his total enrollment shall not exceed two years. 

(d) For purposes of accepting enrollment in the corps in 
any year, (A) 50 per centum of the total number of the au- 
thorized enrollment of the corps for such year shall be allo- 
cated to the various States on the basis of the ratio that the 
total population of each State bears to the total population 
of the United States, and (B) 50 per centum of the total num- 
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ber of the authorized enrollment of the corps for such year 
shall be allocated throughout the United States, within the 
discretion of the Secretary, taking into account areas of sub- 
stantial unemployment. The population categories referred 
to above shall be determined in accordance with the most re- 
cent statistics available from the Bureau of the Census and 
the Department of Labor. 


COMPENSATION, QUARTERS, SUBSISTENCE, AND SO FORTH FOR 
ENROLLEES 


Sec. 9. (a)(1) The base compensation of enrollees shall be 
at a rate of $60 per month for the first enrollment and an ad- 
ditional $5 per month for each subsequent enrollment. Up 
to an additional $10 per month may be paid on the basis of 
assigned leadership responsibilities, or special skills. 

(2) The Secretary shall establish procedures whereby each 
enrollee may make an allotment to his parent, dependent, 
legal guardian, or any fund established for his benefit of part 
of the periodic compensation to which he is entitled under 
this Act, and such allotment shall be paid directly to the 
person or fund in favor of which it is made. 

(b) In addition to compensation authorized in subsection 
(a), enrollees shall be furnished with such quarters, subsist- 
ence, transportation (including travel from and to the place 
of enrollment), equipment, clothing, medical services, and 
hospital services as the Secretary may deem necessary or 
appropriate for their needs. Such quarters, subsistence, and 
equipment shall be furnished to enrollees of the corps through 
the governmental agencies under the direction and super- 
vision of which such enrollees are working under agreements 
between the Secretary and such agencies which provide for 
reimbursement to such agencies from funds appropriated for 
the corps. 

Sec. 10. Existing provisions of law with respect to hours 
of work, rate of compensation, sick leave, vacation and un- 
employment compensation shall not be applicable to any 
individual because of enrollment in the corps. 

Sec. 11. (a) Enrollees shall for the purpose of the admin- 
istration of the Federal Employees’ Compensation Act (39 
Stat. 742, as amended) be deemed to be civil employees of 
the United States within the meaning of the term ‘‘employee’”’ 
as defined in section 40 of such Act and the provisions thereof 
shall apply to enrollees except as hereinafter provided. 

(b) For the purposes of this section— 

(1) The term “performance of duty” in the Federal 
Employees’ Compensation Act shall not include any 
act of an enrollee— 

(A) while he is on authorized leave or a pass; or 

(B) while he is absent from his assigned post of 
duty, except while participating in an activity 
authorized by or under the direction or supervision 
of the corps. 
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(2) In computing compensation benefits for disability 
or death under the Federal Employees’ Compensation 
Act, the monthly pay of an enrollee shall be deemed 
to be $150 a month. 

(3) The term “injury” as defined in section 40 of the 
Federal Employees’ Compensation Act shall not in- 
clude— 

(A) mental disease or illness except where such 
disease or illness is caused by a disabling physical 
injury sustained while in the performance of duty; 
or 

(B) any other disease or illness which does not 
arise naturally out of service in the corps or natu- 
rally or unavoidably result from a physical injury. 

(4) Compensation for disability shall not begin to 
accrue until the day following the date on which the 
injured enrollee is discharged from the corps. 


SUPPLIES, MATERIAL, AND EQUIPMENT 


Sec. 12. The Secretary may expend such amounts as he 
deems necessary for supplies, materials, and equipment for 
enrollees to be used in connection with their work, instruc- 
tion, recreation, health, or welfare. 


APPROPRIATIONS AUTHORIZED 


Sec. 13. For the purpose of carrying out the provisions of 
this Act, there is authorized to be appropriated for the fiscal 
year commencing July 1, 1959, and for each succeeding fiscal 
year such amounts as the Congress may determine to be 
necessary to carry out the provisions of this Act. 


REPORTS 


Sec. 14. Not later than ninety days after the close of each 
fiscal year the Secretary shall prepare and submit to the Con- 
gress a full and complete report on the activities of the corps 
during such year, and not later than ninety days after the 
close of the third fiscal year that the corps has been in exist- 
ence the Secretary shall prepare and submit to the Congress 
a full complete report on the activities of the corps during 
the preceding three fiscal years, together with recommenda- 
tions for such legislation as he may deem desirable. 


Tue Youtu-ConservaTION Act oF 1959 


This bill is an effort to build for the future from the experience of the 
past. The past is the depression-born Civilian Conservation Corps 
assembled during the spring and summer of 1933 and destined to run 
for 9 years. Among the experiments of those days the CCC estab- 
lished a reputation, a vitality, and an acceptability that was unique. 

The future is 332 million Americans in 2000 A.D.; it is also in the 
years immediately ahead a rapidly increasing number of young men 
entering a labor market increasingly affected by automation and 
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increased technical skill demands. Without a more effective transi- 
tion from school to job, an increasing number of young Americans 
will create problems for most American communities and tax the local 
welfare facilities. 

For the future, there is also a big job to be done which is not now 
being accomplished—effective development and utilization of our 
natural resources. Added to the needed program for a wide sector 
of our youth, our coming manhood, there is a large demand for public 
resource investment. The experience of the CCC has demonstrated 
what a program of camps can accomplish for both these national 
resources. 

The idea and ideal of the CCC, now modernized and profiting by 
the experience of 9 years of CCC operation, and the past decade of 
experience in operating State forest camps for delinquent boys, 
furnishes the model of the YCC. The CCC program built not only 
better land but better men as well. 

As the chief sponsor of the legislation, Senator Hubert H. Humphrey, 
of Minnesota, put it in his article in the January 1959 issue of Harper’s: 


Every day the news bears evidence of an appalling waste of 
young lives. Shocking juvenile crimes are commonplace on 
page 1. But no less distressing are the countless minor 
transgressions more briefly reported from the crowded 
dockets of magistrates, desk sergeants, and juvenile court 
judges. 

The cost to the United States is beyond all calculation. 

This waste of human resources is matched in another field 
by an outrageous dissipation of our resources of soil and 
water. From the tidewater East to the mountains of the 
Far West, wind and water and fire gnaw at the hill slopes and 
fill our lakes and streams with topsoil. Despite encouraging 
progress made by conservation programs, sluicing rains tear 
new gorges in the earth. Millions of acres of cutover forest 
lands lie abandoned to brush, wind, fire, and insects—ugly 
and unproductive, at a time when the U.S. Forest Service 
predicts that our need for lumber and other wood products 
is rising beyond our expected forest yields. 

Muddied and polluted lakes and streams mock the tourist 
brochures of dozens of States. Park and forest campsites 
and trails are deteriorating. Even these neglected facilities 
are crowded today—would-be campers often find only dim 
echoes of the refreshing outdoor experiences that our parents 
took for granted 50 years ago. 

Such a waste of both human and natural resources need 
not be tolerated. 


PUBLIC SUPPORT EVIDENT 


The YCC has been hailed by people from all walks of live. The 
Governors from 11 States of both political parties sent personal 
endorsements of the program—California, Illinois, lowa, Kentucky, 
Louisiana, Minnesota, New Jersey, Oregon, Pennsylvania, Washing- 
ton, and Wisconsin; conservation groups, juvenile court judges, 
businessmen, many former enrollees of the CCC, educators, econo- 
mists, government officials, and many private citizens have endorsed 
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the program. These expressions of support have not been of one mind 
as to many details of the organization. The shaping of the details 
has been accomplished by the committee in the text of the bill and in 
this report, as an expression of its intention. Whatever the detail, 
the enthusiasm for the project has been an inspiration and an effective 
barometer that a useful and much-sought program is at stake. 

The bill’s advocates urge the establishment of the YCC to fill a 
noticeable gap in our social structure, not as an answer to some 
momentary dip in the economy and the temporary lack of jobs for 
youth, nor to provide a panacea for delinquency in our cities. Nor 
is this proposal made to give military training for youth, or as a 
substitute for it. Strictly on a voluntary basis, youth would be 
recruited for the corps. ‘The aim would be to conserve and develop 
this important human resource in the healthful setting of natural 
physical surroundings that are wholesome in themselves. Young 
people would have the opportunity of working in our forests, parks, 
wildlife refuges, on our rivers and public lands, under the supervision 
of trained leaders and in the conservation work which these agencies 
of Government customarily carry on. 

There would be no “made work” or artificial projects. Following 
the sage motto of “Learning by doing” these youth would develop 
knowledge and a sense of work responsibility that would equip them 
for a wide range of occupations. At the same time, and without 
displacing other workers, they would be installing additional conserva- 
tion practices long neglected for lack of sufficient funds and man- 
power. The result would be entirely in the national interest, a 
contribution to the welfare of youth, a wise expenditure of public 
funds, a sound extension of the conservation of human and natural 


resources. 
Part A—Ture CCC A Mope.n 


The CCC covered a 9-year period from April 1933 until June 30, 
1942. It was a program which aroused few enemies and made hosts 
of friends. It was credited with “taking the kids off the streets” and 
advancing natural resource conservation in such fields as erosion con- 
trol and forestation by many years. The program was terminated 
by Pearl Harbor, by the need for young men to be in the armed 
services. 

The hearings are dotted with favorable references to the CCC, 
expressions from people in all walks of life. Examples of such evalua- 
tions are as follows: 


Of all the programs tried under the conservation adminis- 
tration of Franklin D. Roosevelt, I know of none which 
achieved as great a reputation for success and value as the 
Civilian Conservation Corps. Recalling the experience we 
had in Montana, the establishment of these camps brought 
boys together from all over the country and in the process 
helped acquaint them with their country and with the knowl- 
edge that they were all Americans. In addition, a tremen- 
dous amount of effective conservation work was done. The 
strong interest that exists in conservation stems from the ex- 
ee many of our people had in the CCC program.— 

enator Murray. 
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I recall the very excellent, important work the CCC did. 
It is just a pity that we have abandoned some of those fine, 
progressive programs of the Roosevelt administration. I 
think it is time that they were revitalized and brought up 
again as is done by S. 812. I hope we can get this bill moved 
so that we can get action on it in this session of Congress.— 
Senator Byrp (West Virginia). 





I spent 1 year in the Civilian Conservation Corps. I 
learned how good plain food can taste and sound sleep can 
feel and how strong a humble spirit can become from clean, 
honest, hard work and in living under circumstances 
stripped of all the superiiciality that society feels is so impor- 
tant. More than that, we were a part of a noble cause to re- 
place what God had already given us once, in the forests— 
beauty, soil conservation, wildlife, and lumber. We came 
from all walks of life, farmers, millhands, college students, 
some with prison records and some studying for the ministry. 
Every man was on his own.—D. Epwin Fietcuer, business- 
man, former enrollee. 





I frequently meet younger men now who tell me their 
first interest in the out of doors came from their work in the 
CCC camps and that they got interested enough so that 
when they were able to go back to school, they took training 
to fit them for professional work in one of the outdoor fields. 

I think that is very important to the general public. As 
this country becomes more urbanized it becomes more diffi- 
cult for people to stay close to the land and this country was 
built on land and on people’s relations with it. The further 
they get away from it, the more important I think is the 
opportunity to get out and actually do some physical work 
on the land to get some idea of the feel of the land. 

I grew up on a farm and I know I would not take anything 
in the world for the background and experience and the 
feeling that goes with some knowledge of the land and a 
large part of our population is losing that. 

I do not look upon this as an emergency thing. I think 
it should be a permanent part of the program in educating 
Americans to be better citizens.—Ira N. GABRIELSON, presi- 
dent, Wildlife Management Institute. 





In Pennsylvania we are still reaping the benefits of the 
work of the Civilian Conservation Corps. Many of our State 
arks and other forestry programs were created by the CCC, 
aving had intimate experience with this work, I can testif 
to the great value of the CCC program for the men who too 
part in it—Ratra C. W1si8, chief forester, Commonwealth 
of Pennsylvania. 
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It was my privilege in 1935, 1936, and 1937 to be a mem- 
ber of the Civilian Conservation Corps and believe me at that 
time it was the finest thing that could happen to a young 
man. It was right at the end of the depression and there 
was nothing that a young man just out of high school could 
find to do. I will always be grateful that I had that oppor- 
tunity and I know that I express the feelings of all of the 
men that were in there with me at that time whom I still 
associate with today. It gave us a chance to find out what 
this old life is all about and get our feet on the ground. We 
were given the opportunity to operate road construction 
equipment, to build forest roads, public picnic grounds, to 
study forestry, to learn carpentry, and just about every 
opportunity that was possible to be given a young man.— 
James F. Mruter, former enrollee. 


The CCC left no bad taste. Even the bitterest opponents 
of the New Deal had to admit that the CCC was a sound 
investment in both people and the land. And millions of 
American families taking to the fields and woods today con- 
stantly run across reminders of the constructive CCC work 
of a generation ago. Among them are thousands of loyal 
CCC “alumni” who take pride in revisiting the woods, 
trails, recreational areas, and upstream reservoirs, the 
burgeoning stands of young timber, the renewed game cover, 
and green stream banks on which they worked as very young 
men.—Senator HumpHrey, Harper’s, January 1959. 


Although I may be biased on the benefits of this move- 
ment on account of my close association with it, I believe it 
was the best movement for the conservation of our youth 
and natural resources. ‘The program actually put us ahead 
at least 10 years in consummating our conservation plans.— 
F. H. Cuaripas, State forester, State of North Carolina. 


We believe that the Civilian Conservation Corps was one 
of the best and most profitable projects during the depression 
years of the thirties. Unquestionably the guidance and 
opportunities provided within that agency served to brighten 
the future of a good many of those who participated in the 
program. ‘Thesame purpose might equally be served in good 
as well as in poor times.—Tue AMERICAN LEGION. 


I am familiar with the activities of the Civilian Conserva- 
tion Corps, and it is the success of that program which leads 
me to support enthusiastically the proposal to establish a 
Youth Conservation Corps. Such a corps would help tre- 
mendously to build up both the youth of our Nation and its 
natural resources—our most precious assets. Experience has 
demonstrated beyond question the value of constructive work 
in the maintenance and improvement of natural resources of 
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all kinds, and in the physical, mental, moral, and spiritual 
development of those who participate in it. Relief from un- 
employment, which was the motivating force in the original 
CCC program, may well be an important service rendered by 
the Youth Conservation Corps, but of still greater and more 
lasting value will be its service in upbuilding young men and 
in providing them with a better land in which to live. Such a 
corps can provide a way of salvation for those who are, or 
who are likely to become delinquents. It can also provide an 
experience which will make the normal youth a better 
rounded individual and a more useful citizen. He will learn 
to appreciate nature in all of her various aspects and to realize 
his dependence on the resources which she has provided; to 
recognize the dignity of manual labor; and to cooperate with 
others in supervision; and its educational opportunities 
should receive more attention than was the case with the 
CCC, particularly in its early days—Samurt T. Dana, 
dean emeritus, School of Natural Resources, University of 
Michigan. 








I gained weight. I met a lot of people, a lot of boys, that 
I possibly would never had met otherwise. The fellowship 
that I had with these boys was quite beneficial to me. And 
our instructors, our supervisors, showed us how to get to- 
gether with the various boys and to be friends and what not. 

To me, the CCC program at that time was one of the best 
things that could have happened to the country.—C. A. 
Heats, sheriff, Jefferson County, W. Va., former enrollee. 





The basis of this judgment goes back to the time of the de- 
pression and my participation in a study of the results of the 
study of the civilian conservation program. I helped in the 
training of interviewers of the youth who had had experience 
in the program and read many of the interviews obtained 
from the youth. 

Almost all the replies of the youth were most favorable. 
They had all gained in health. They greatly appreciated 
their contact with nature. They were proud of their part in 
the achievements of the program. They felt that they had 
matured. Many voluntarily stated that the experience had 
checked the beginnings of a delinquent career—Ernest W. 
Burasss, professor emeritus, University of Chicago. 








We already have some experience to build on. The Civil- 
ian Conservation Corps of the 1930’s is a practical example 
of what has been done in solving a somewhat similar problem 
of that period. The CCC with its far-reaching accomplish- 
ments has never been completely evaluated, nor fully appre- 
ciated by the mass of American people.—Howarp Hopkins, 
Curr Owsiey, from “Who Will Lead in Conservatior 
Opportunity No. 1?” American Forests, November 1958 
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Several men, who were former members of the Civilian 
Conservation Corps, have glowingly described the worthwhile 
impact of the program upon their lives. Frankly I haven’t 
encountered anyone who has opposed the bill and hence I can 
present no arguments against it—DLarry Romrng, director, 
juvenile department, County of Lincoln, Oreg. 


In my capacity as commander in chief I have had the 
privilege of traveling in practically every State in the United 
States. Over and over again wherever | have gone the sub- 
ject of juvenile delinquency has come to my attention. 
Whenever discussing this subject, invariably, some of our 
senior members of the VFW have told me of the wonderful 
and beneficial results of the Civilian Conservation Corps 
program that was established during the depression. 

Not only did the CCC program take a large number of our 
idle youth off the street but these same youths helped carry 
out badly needed conservation programs, as well as cleaning 
up some of our forests. I might add, some of the CCC boys 
were later to join the Armed Forces where so many of them 
served with considerable honor and distinction during World 
War II.—Joun H. Manan, commander in chief, Veterans of 
Foreign Wars. 


[I make the] following points: That the CCC completed 
a large amount of urgent and long-range conservation work; 
that the need of a continuing and large-scale program of 
natural resource conservation still exists; that the CCC had 
an enduring effect on its members and the Nation as a whole; 
that the corps would have had the same relief value and more 
conservation value if more emphasis had been placed upon 
the fact that it was primarily concerned with performing a 
necessary public function, rather than providing work relief; 
that the corps had a good effect in establishing a cooperative 
spirit among the numerous participating Federal agencies 
and between Federal and State agencies; that the corps, 
during most of its period of existence, did a good job of 
teaching the enrollees how to work, maintained a fine morale, 
improved the enrollees physically, and equipped them, 
through job training, with a variety of skills that made them 
more useful as corps members and as prospective workers 
outside the corps * * *, 

Because of the accomplishments and success of the original 
CCC idea, I believe that a similar type of organization should 
be authorized after the war. Accordingly, I am taking the 
liberty of including in this report a few observations and 
definite recommendations for a future organization, in the 
hope that if a CCC program starts again they may be of 
some value. They are brief; however, I shall be glad to 
enlarge on them in discussion or in writing if it is felt neces- 
sary or desirable. (From the report to Harold L. Ickes, by 
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Conrad L. Wirth, departmental representative, CCC, now 
Chief, National Parks Service, January 1944.) 


The CCC program not only enlisted the lovalties of those who were 
engaged in it, those whose interests were promoted, but the general 
public as well. It accomplished its tasks with over 3 million men in 
a total of 4,500 different camp locations. Its accomplishments in 
terms of measurable increments to the public lands were estimated 
at a value of $1% billion. A summary of its accomplishments may 
be seen at a glance in the following table: 


Continental United States and outlying possessions—Excerpted from total work 
completed during the period April 1933 to June 30, 1942 





Type of job or project classification Unit | New work Maintenance 
Structural improvements: 
ers (ene ie le Number...... 38. 550.0 9, 510.0 
Buildings (equipment and supply storage houses)...|_....do......... 3, 359. 0 1, 812.0 
CCC Camp: 
Didbeiett atl Wei so oink cbidennndcndithasdebins feed... 12, 086. 0 4, 405.0 
RE, BIE. oninnmicnadnenpainennlnnmtabniiebeditiied Penns sani 1, 187.0 928. 0 
LiOGROGS POWUIS. cs cn ceddcctadcscsdcheddbdasentddueces Ge satdbaed 3, 116.0 1, 884. 0 
Shelters_...-_-- + Web SESRD sR ctbindertie bc epeiabebahubete GR citinicues 2, 290. 0 508. 0 
Impounding and large diversion dams.....-........]._-.- os sse 7, 622.0 3, 405. 0 
PONONG ios oi hind ns di cece rdncdnuwddegndaeesisk lt eet 28, 717, 304. 5 7, 119, 518.9 
IIE De. -ccentantontmesenacteendbenenmeds DELS cchannes 88, 883. 5 271, 615.3 
Transportation improvements: 
pe a Number...... 80. 0 88.0 
ETOGe Gre OF MINOT TORE. ccccncodcacecccecpeecssn EN neseeee 126, 230. 5 580, 995. 5 
Erosion control: 
Treatment of gullies: 
Check dams, permanent........................ Number.....- 318, 076.0 31, 080. 0 
Chaeit Gass, SOtRDGRGEG 6 5 nnccccccsestincsnnseccs|speen , OST 8 6, 341, 147.0 148, 791.0 
SN C0 SN on nano nenconsqusiedpisinasio Square yards..| 478, 499, 555.0 22, 332, 119. 0 
Dres Wie GUIS ons dk sed idcccecdandsbssstined Disivitodtn 464, 830, 313. 0 125, 862, 616. 0 
Forest culture: 
Field planting or seeding (trees)..........-...--...- ROM. cacoccud 2, 355, 587. 5 288, 213.0 
Forest stand improvement................---..--.--].-.-. 4, 094, 003. 0 16, 755. 0 


Forest protection: 





Fighting forest fires. .........---- OURO BD Soiaiciicdindsgen 
Tree and plant disease control_... 7, 955, 707. 8 718, 059. 7 
TOG, BRGNOR UNE ONION oo cere sccqneesenacubbadlaeese 13, 099, 701. 0 178, 973.3 
Landscape and recreation: Public camp ground de- 
I ik 5555. cen amen did angngind aappesnccestiphlceagslnadmived 52, 319. 6 49, 457.5 
Other activities: Timber estimating. ..................-}..... Giwsiion 35, 495, 621.7 65, 170.9 


Quite apart from the Nation’s problems of 1959 and its human and 
physical needs for the immediate future, reactivation of the old CCC 
is a justifiable duty on the part of government—a useful institution 
found in practice to be a success. The net cost over and beyond the 
calculable money return is repaid fully by intangible benefits to which 
the foregoing excerpts are testimony. 


Part B—Txue Nation’s NEEps 
INTRODUCTION 


The enactment of the bill is a partial but nevertheless significant 
solution to existing and future problems growing out of the following 
six conditions: 

1. A sudden spectacular increase is taking place in the number 
of young men annually entering the labor force (see chart, hear- 
ings, p. 244). 

2. The unemployment rate as of April 1959 for the 16- to 19- 
year-old age group is 14 percent compared to the overall rate of 
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5.3 percent. Therefore, the increase in the number of these 
young men is bound to aggravate an already undesirable situa- 
tion (hearings, pp. 48, 245). Moreover, many young men have 
become stranded in chronic areas of distress unemployment 
(hearings, p. 231) (see also pp. 17, 18, 115). 

3. The armed services in the interests of economy and changing 
concepts of warfare are utilizing the services of a smaller number 
of young men, especially those having less educational capacities 
(hearings, p. 163). 

4. Juvenile delinquency is an increasing phenomenon which is 
clearly aggravated by idleness and a feeling of being unwanted. 
There is a tremendous need for a program the value of which has 
been demonstrated by the CCC for furnishing the disciplines of a 
steady work experience and the sense of accomplishment (hear- 
ings, p. 162). 

5. Recreation in the outdoors, visits to forests and parks, and 
the pursuit of wildlife have increased beyond all expectation (see 
table, hearings, p. 258, also p. 268). An acceleration of the pro- 
gram to supply suitable facilities for these purposes is self-evident 
to anyone who has attempted to use those now available (see pp. 
9, 58, 71, 167, 226, 257, 260, 268, 381). 

6. The tremendous expansion of our population dictates an ac- 
celeration in all measures to utilize, preserve, and expand our 
basic natural resources such as forests, water, grazing and farm 
lands. More people will require more homes, industrial prod- 
ucts, and food, all of which depend on these resources. (See 
“Program for the National Forests,” pp. 250-280 of the hearings). 


I. THE INCREASE IN POPULATION 


The 16-year-old of today was born in 1943. In that year there 
were about 3,100,000 Americans born. By 1947 there were 3,800,000 
born and by 1954, 4,100,000. Thus in the 10 years immediately 
ahead the country is destined to have nearly a 30 percent increase in 
the number of its youths. This represents a soidihene of adjustment 
of major significance. The actual increase aggravates an already diffi- 
cult condition arising from the ever-diminishing rural population and 
the corresponding growth of urban population. One witness described 
this spectacular development by noting that in Philadelphia alone, 
“those under 24 will increase by 500,000 in the next decade” (hearings, 
p. 137). By 1975, the number of youths 18 to 21 (born between 1954 
and 1957) will have doubled over those in the same age group in 
1957 (p. 53). 

This radical increase in the number of young people is a direct 
addition to the size of the labor force. As the table on page 244 of 
the hearings shows, the size of the labor force is not being compensated 
by the loss of persons from other age groups. 

A minority of this increase will pursue higher education. But a 
large number, as school dropouts or high school graduates, are direct 
entrants into the labor force either as jobholders or unemployed. 

One aspect of this population increase should be emphasized. 
During the past 15 years our experience with the problems of absorbing 

outh into our labor force has been made easy. In this period we 
ad a decline in the number of workers under 25 years of age. This 
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largely a result of the prewar and depression years of low birthrates. 
It is also partly the result of longer school attendance and attendance 
on the part of a larger part of our population. By 1963 we will have 
an increase over 1962 of youngsters 16 years of age amounting to 
800,000 in just that 1 year. In the total population, there will be 
some 3.8 million 16 years of age. By 1965 we are likely to have in our 
labor force 40 percent more workers under 20 years of age than we 
currently have (p. 243). 

To sum up, we are not only destined to experience an absolute 
increase of significant proportions, we are relatively (in terms of our 
past experience) confronted with a still greater challenge even than 
the statistical data portends. 


Il. YOUTH AND JOB OPPORTUNITIES 


Over the past 15 years with the general prosperity characteristic of 
our economy, young men have had their troubles getting jobs. 

The statistics prove conclusively what various of the witnesses de- 
scribed empirically. Based on the figures for April 1959, which just 
recently became available, we have about 1,132,000 unemployed in 
categories 14 through 24 years of age. This represents about 10.2 
percent unemployment for that group in the labor force. About 31 
percent of all the unemployed in the United States are under 25 years 
of age. 

The 10.2 percent unemployment rate for this category under 25 
years of age is just about twice as high as the unemployment rate for 
the labor force generally across the country. The unemployment rate 
is highest, compared to all age groups, in the 16- to 19-year-old group— 
14 percent. This again compares with the average of 5.3 percent for 
the Nation as a whole (hearings, p. 245). 

The labor force group 14 to 24 years of age have an unemployment 
rate that runs as much as two to three times higher than unemploy- 
ment rates in the other age brackets. This is the group that suffers 
most severely from unemployment. Some of this represents a normal 
occupational adjustment; the switching from one type of job to another 
as youngsters try to determine what they are capable of doing and 
what they ought to do (p. 230). 

Superintendent of Schools William J. Nigg, of Litchfield, Minn., 
pointed out the fact that— 


Most communities offer little in the way of part-time or 
full-time employment for youth under 18 years of age, yet 
some consistently drop out of high school before graduation, 
or the schools carry students that would be better off working 
part or full time. 


Dr. Charles Shireman, professor of the University of Chicago, 
testified that— 


I think we must realize that the experience of the young 
people growing up in this—particularly in this large urban 
community, and particularly the kid who is growing up at a 
disadvantage in social or economic state of life, we must 
realize that it is more difficult than 1t was in past years. 

The recognition of manhood in our present-day society is 
an increasingly difficult problem. The boy of 16 is in many 
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ways a man, but he is denied the opportunity for functioning 
or have secured personal recognition or social recognition as 
an adult. 

We can’t place him in the employment market. Even 3 
years ago, during the peak of employment, it was very 
difficult to find jobs for adolescent boys. 

Senator Dovuaias. Why was it difficult 3 years ago? 

Mr. SuHIREMAN. Because even at that time, employers 
were not eager to employ adolescents. Those that grow up 
in this situation that 1 described, there is actually competition 
for employment, and we are experiencing tremendous diffi- 
culty in finding employment for young people (hearings, 
p. 495). 


Thus, even during the period of peak employment in 1956 when we 
were still experiencing the prewar rate of births, jobs for youth were 
not available. 

Matthew H. Schoenbaum, dean of Loyola University (Chicago) 
wrote: 

At age 16 a boy finds it well nigh impossible to secure em- 
et § wre Certain restrictions placed on him by child labor 
aws prohibit such engagement of his faculties. His alterna- 
tive, even though he is not so disposed, is frequently to mark 
time in a system of education that sometimes does not afford 
him the challenge his particular talents require. As he 
progresses only a few years, he is confronted with the distinct 
possibility of fulfilling his responsibility to the military serv- 
ices. This is no particular deterrent to him, but it does af- 
fect the attitude of any potential employer. He sees himself, 
therefore, all too frequently without useful and creative em- 
ployment. The indecisiveness of this kind of existence, I 
am sure, is reflected too frequently in the youth’s behavior (p. 
52). 


In an address made on May 14 Mrs. Katherine Oettinger, Chief 
of the Children’s Bureau, was quoted as saying: 


We know that the market for unskilled labor is steadily 
declining. At the same time that our market for unskilled 
labor is diminishing, our changing social patterns are thrust- 
ing our children earlier and earlier into the adult world. 
For many of these young people economic problems pile up 
and pressures increase until there is real danger of explosion 
into antisocial behavior. It is all too easy to step from low 
pay or unemployment into delinquent behavior as a means 
of satisfying unmet needs and desires (p. 459). 


A representative of the National Child Labor Committee testified 
before the subcommittee that— 


The rate of unemployment of youth in the labor market 
at any stage of the business cycle is twice that of the national 
average for other workers in our country. Though sincere 
in his desire to work, the younger worker usually loses out 
in the competition for jobs in a market already saturated 
with older, more skilled workers. The problem of youth 
unemployment in America is very serious—especially to those 





THE YOUTH-CONSERVATION ACT OF 1959 17 


young people who hear so often: ‘Sorry, no job that you can 
do” (hearings, p. 78). 


On April 25, Ewan Clague, the Commissioner of the Bureau of 
Labor Statistics, testified before the Joint Economic Committee of 
the Congress that by 1965 the number of persons under the age of 
20 in the work force will increase 40 percent, but the demand for 
untrained employees will diminish because of the continued trend 
toward job specialization. Mr. Clague’s testimony suggests another 
contributing factor to the high unemployment rate among youth, 
namely, the trend away from unskilled labor being utilized. 

Louis Levine, Assistant Director of the Bureau of Employment 
Security (Department of Labor), testified as follows on this point: 


I should also say something about the occupational changes 
which are occurring. Some reference was made to that in 
earlier testimony. But every evidence that we have about 
labor-market experience indicates development leading 
toward higher and higher skill requirements in the work force 
and to higher and higher educational attainment require- 
ments on the part of employers. In part, this reflects the 
shift away from unskilled and lower semiskilled workers to 
the more highly skilled, the technicians, the professional 
occupations. 

And that has important implications, particularly for the 
try bn under 18 or even under 25, for that matter, if they 

ave left school prior to graduation, prior to completion or 
dropped out, by reason of the competition that they have in 
the labor market. They try to find jobs and have little to 
offer in the way of educational attainment. This gets 
reflected in the facts that were indicated a while ago in the 
“school leaver’’ studies made by the Department indicating 
how they fare disadvantageously in terms of earnings, occu- 
pation, continuity of employment, and almost every measure 
that you would take (p. 245). 


(Norre.—An excellent article on the difficulties of the school drop- 
out, his earning capacity, and his unemployment experience appears 
on pp. 235-242 of the hearings.) 

Opportunity is not only limited by occupational skill and the need 
for training but also by geography. The March 1959 classification of 
major U.S. labor market areas put out by the U.S. Department of 
Labor indicated that 74 out of 149 of our major labor market areas 
were in the distress unemployment category. ‘The problems of job 
finding and occupational adjustment for youth in these distressed 
labor market areas are much more serious than for those in balanced 
labor market areas. In areas where there is a serious unemployment 
problem, youths with very little experience and very little occupational 
background have a particularly difficult time finding jobs, and espe- 
cially the right kind of jobs. 

We cannot expect an automatic solution to the problem of distressed 
unemployment areas because prosperity returns. We can have a 
free return to prosperity, we can have much lower overall levels of 
unemployment in the United States, and still have problems-—and 
acute problems—of distressed unemployment areas. With pros- 
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perity should come, and undoubtedly will come, a resumption of the 
very high rates of investment in plant and equipment. High rates 
of investment in plant and equipment mean high rates of technological 
change, of obsolescence of plants and skills. Automation and tech- 
nological development can be a great boon to the overall community 
in terms of a higher standard of living; but it can also leave behind 
stranded communities, and pools of displaced workers. We can 
look forward to more of this kind of problem as industries change 
technologically and shift locations. 

The evidence seems clear that there are several thousand boys 
each in most large communities in the country, as well as a very 
large number of young men in nonmetropolitan areas such as northern 
Minnesota, northern Michigan, western Pennsylvania, parts of West 
Virginia, and on many Indian reservations, living in areas of chronic 
unemployment who will be the last to be hired and the first to be fired. 


Ill. THE ARMED SERVICES 


So continuously has the youth of the country been absorbed since 
1940 in the armed services that problems which otherwise would have 
been forcefully presented to the Nation have been largely blunted. 

Back in the thirties, the effects of idleness among youth were 
checked by the CCC and then by the national defense effort culmi- 
nating in World War II. Before the postwar adjustment had been 
completed the cold war once again drained a large supply of the 
county’s youth into the armed services. The Korean crisis of 1950-52 
was the high point of this stopgap “solution” for the adjustment of 
= youths, those not destined for college training, into adult citizen- 
ship. 

Since “Korea,” especially in the last few years, the number of 
young men going into the Armed Forces has steadily declined. The 
awesome rise of defense spending for guided missiles and the many 
less spectacular but equally complex machines of war have coincided 
with lowered numbers of divisions. On June 30, 1953, the number of 
enlisted men was 3,172,000; on June 30, 1957, 2,443,000; June 30, 
1958, 2,265,000; and as of May 1959, 2,177,000. 

Two witnesses before the subcommittee, to make their point, asked 
whether only a world war III can be expected to produce a solution to 
the problems of youth, especially in the light of the sharp rise in their 
numbers described above. 

Quite evidently the reduction of manpower requirements by the 
armed services is destined to make an additional contribution to the 
complex of issues which already has demonstrated itself as a challenge 
to the American people. Despite the interrelationship, the com- 
mittee gave some thought to, but rejected, the suggestions of some 
witnesses that the YCC be tied in with the armed services, either as 
a credit or substitute for the draft, or as a means of providing basic 
military training. The YCC program should stand on its own feet 
as beneficial to our growing youthful population. 


IV. JUVENILE DELINQUENCY 


The Youth-Conservation Corps is not designed as a cure for juvenile 
delinquency by which hard-pressed communities can dispose of their 
juvenile problems by exiling them to distant forest regions. Never- 
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theless, the YCC, because it seeks to provide a solution to a cause of 
juvenile delinquency, can properly be termed a preventive measure. 
The fact of the increase of juvenile delinquency is shown by statistics 
and demonstrated by our experience. 
J. Edgar Hoover recently had this to say before a meeting of the 
American Bar Association: 


My concern over the increase in total crime and the toll 
in dollar costs is matched by my concern over the disturbing 
growth of juvenile crime. In 1957, persons under 18 years 
of age represented 53 percent of all arrests reported for 
robbery, auto theft, burglary, and larceny. Figures from 
city police reports show that since 1952, the population 
group under 18 years of age has increased 22 percent, while 
arrests of persons under 18 have increased 55 percent. 


The proportion of children aged 10 through 17 appearing before 
juvenile courts on charges of delinquency in the United States has 
jumped from 1.26 out of each 100 children in 1948 to 2.35 out of 
every 100 children in 1957. The increase in the number of children 
coming before the juvenile courts outran the increase in the population 
of juvenile court age almost five times during these 9 years. 

erhaps figures based upon court experiences are not meaningful. 
Most youngsters who get into trouble a time or two are handled 
informally as much as possible. 

The California Youth Authority has recently given us a glimpse of 
how much more extensive may be the misbehavior and restlessness of 
youth than these juvenile court figures would indicate—a glimpse that 
challenges belief. The authority reports that during 1957 arrests of 
boys aged 17 totaled 35.7 percent of California’s total population of 
boys of that age. Arrests of 16-year-olds and 15-year-olds were not 
much behind. Allowing for repeaters—that is, youth arrested more 
than once—the authority reported that about 26 percent of the State’s 
17-year-old boys were arrested in 1957. Approximately 5.6 percent 
of all arrests in the 15-, 16-, and 17-year-old groups were for major 
crimes; the remaining 25.8 percent were for minor offenses such as 
truancy and petty theft. Traffic law violations were not included in 
these figures. Perhaps we are just deceiving ourselves when we take 
comfort in the fact that only 2 or 3 percent of our children become 
recognized delinquents. 

Senator Thomas C. Hennings, Jr., chairman, Subcommittee To 
Investigate Juvenile Delinquency, testified as follows: 


I should like to make a few remarks concerning the possible 
beneficial effects of this overall program in relation to the 
specific problem that I have been concerned with during the 
last 5 years, i.e., this Nation’s snowballing increase in the 
juvenile crime rate. I feel that while this is not a program 
specifically designed to prevent delinquency, it undoubtedly 
will have the effect of keeping large numbers of young unem- 
ployed, socially deprived children from turning to a life of 
delinquency and crime, which might be the case were they 
left to the unorganized efforts of inadequate local community 
facilities and agencies. Further, as this country experienced 
during the era of the Civilian Conservation Corps, one of the 
most important features, if not the most important feature, 
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of this type of program is that it offers young people work 
that is important and meaningful to both the participants 
and the community—it is a self-gratifying endeavor. The 
realization on the part of young people that they are engaging 
in something particularly constructive and useful develops 
in them feelings of accomplishment and a desire for job satis- 
faction, which are essential characteristics of stable adult life. 
Perhaps the major contribution of this type of program is 
the development of pride and contentment in the attitudes of 
2:21 i person in relation to a task that he has performed 
well, 

As I feel that the maturational process is one of the most 
effective factors in operation in reducing crime and delin- 
quency, I believe that this bill would perform the great func- 
tion of tiding over these young people, as it were, through a 
period of emotional storm and strife to a time when they as- 
sume the role of adults and can apply their new-found 
knowledge, their more mature frame of mind, and a more 
ee emotional makeup to the problems of living in an adult 
world. 


Ralph Whelan, commissioner of youth services of the city of New 
York, submitted a statement which describes in detail the nature of 
the delinquency problem: 


In our work with young people, we have found that the 
establishment of a new facility which we have called a work 
camp (a copy of our work camp report is appended hereto) 
would meet the needs of large numbers of young people who 
are on the threshold of delinquency. These adolescents 
about whom we are particularly concerned might be classified 
in four broad categories: 

The first is the number of youths who, although uninvolved 
in crime, are without an adequate home or means of support. 
Their physical as well as their moral health is jeopardized. 
Often they sleep on rooftops, in the subways, or in all-night 
movies. They are easy prey for unwholesome exploitation. 

A second group consists of those young people who have 
been released from correctional institutions or from Riverside 
or Lexington Hospitals as discharged narcotic users. Often 
their original difficulty can be traced to the neighborhood and 
home environments from which they have come. When they 
are returned to these sources of infection, the prognosis for 
continued health and well-being is very poor. 

The third group is those young people whose life situations 
are on the threshold of delinquency and youth crime. They 
need time—time away from peer groups and community 
pressures—to make important decisions about their future, 
about jobs and training. Although many have been inter- 
mittently employed since the age of 16, most have poor work 
habits, are unable to hold a steady job, or are totally unpre- 
pared for the type of job they seek. Some are beginning to 
experiment with narcotics. Others, although not yet directly 
involved in crime, are spending an increasing amount of time 
with neighborhood adults known to be involved. 
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The fourth, and largest, and most familiar group is to be 
found among loose-end adolescents who have nothing to do 
and spend the major portion of their time on the stoop, in 
the candy store or poolroom in aimless hanging around. 
Many have dropped out of school; some are peripheral gang 
members. For some, this unguided activity is terminated 
by induction into the Armed Forces, but for many others it 
becomes punctured by more serious antisocial behavior. 

All these four groups of young people have in common an 
urgent need to get away from the community in which their 
difficulties have their roots. They need help; they need 
guidance; they need supervision. They must also have an 
opportunity to learn—what are their capacities, what are 
the skills they must master in order to make their way in 
the community and, most important of all, what do they 
want to do with their lives. 

Youth conservation in our society is essential because of 
the hiatus of adolescence, the long critical period between 
childhood and becoming a full-fledged adult member of our 
society. Too many of our youth are growing up hostile to 
the immediate environment and to the larger community, 
poorly integrated or unmotivated, to become responsible 
and productive members of the community. 


John W. Mahan, national commander, Veterans of Foreign Wars, 
testified as follows: 


Today we are plagued with a problem similar to the juve- 
nile situation which existed during the 1930’s—specifically 
what to do with our older boys and young men. These boys 
are finished with their formal schooling, yet desperately need 
assistance to help prepare them for an honorable position in 
our society. Where the depression youths were generally 
without money, the youths of today seem to have little diffi- 
culty obtaining adequate cash and equipment to carry out 
their schemes. I think most of us can agree that in the last 
20 years our society has drastically changed with respect to 
many aspects of our family life. Whatever the reasons, there 
are today relatively large groups of young men in our cities 
and larger urban communities who have nothing to do—too 
old to be compelled to go to school and too young to go to 
work and no one at home to care for them. It is no wonder 
some of these boys have turned to antisocial and criminal be- 
havior to escape from what they no doubt consider to be “‘a 
boring world.” 

The legislation being considered today would help correct 
this defect in our society by placing many of these idle boys 
and young men in gainful, productive, and a constructive 
way of life. It aaa prevent many from learning criminal 
patterns of behavior from which some never recover. At the 
same time, this legislation would give an immense “shot in 
the arm” to our grossly neglected conservation program and 
help revitalize our forests and natural resources. 

It is my firm belief that if a Youth Conservation Corps is 
established, it will not only help to alleviate considerable 
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youthful misery but will, at the same time, be an acknowl- 
edgment by our Government that we believe in these boys 
and have faith that they will and should be useful law-abiding 
citizens. 

May I make this final observation: There will be no im- 
mediate visible return on money spent on the youth program 
proposed in these bills. I submit, however, the eventual 
return will be invaluable as these boys mature into men and 
become useful, productive members of our society. If we 
are only able to just eliminate the shocking waste of youth 
as evidenced by the time and money spent by our courts, po- 
lice, and law enforcement agencies, we will soon realize we 
are wisely investing in the future of America and we will be 
rewarded tenfold for the money wisely spent carrying out 
such a program. 


The circumstances surrounding the upswing in delinquency are 
similar throughout the country, even though they vary from State to 
State. Typically, the offender is one of the 1,500,000 who drop out 
of school every year before graduation (see the study conducted by 
the Bureau of Labor Statistics on pp. 235-242 of the hearings). The 
offender has quit school after spending his last year or two there 
more or less marking time until he has reached the age of 16. He 
learns slowly because he lacks the desire to learn. He is a constant 
source of trouble to his teachers and is a distraction to his fellow stu- 
dents. When at last he is 16 he finds that quitting school is not the 
answer to his problem. He finds he can work only in jobs where 
insurance laws deem it safe for him to do so and they are very limited 
in number, low paying, with little or no future. What happens to the 
boy then? He walks the street with others in like circumstances 
forming gangs and the result is almost inevitable. 

The value of the YCC program in the context of the foregoing 
discussion is self-evident. While the program must not be deliquency 
oriented, its preventive value, its capacity to provide something that 
is missing, its clear benefits in work experience to young men who must 
find themselves will be salutary in every respect. 

The testimony regarding the benefits of such a program was volu- 
minous and the following excerpts are representative: 

Conrad L. Wirth, Director, National Park Service, in his sum- 
mation of the CCC, written in 1944, had this to say of that program, 
the relevance of which to juvenile delinquency is apparent: 


Working in the open with nature brings optimum beneficial 
results to an individual which are almost impossible to obtain 
otherwise. It builds the body and the mind; it teaches the 
basic principles of existence; and it creates an understandin 
of what must be done to protect and properly use natura 
resources. A future permanent Civilian Conservation Corps 
must take into consideration these basic facts, which should 
be made known to every home and command the respect of all 
people through its teachings and accomplishments (p. 179). 
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Mr. Wirth, when he testified on May 19, 1959, as an expert witness 


There is the philosophy of the values of knowing a little 
bit about the good earth, when you come to realize that 
everything we have today, including our clothes, food, and 
our housing, and no matter what kind of house you build, 
originates almost entirely from the earth. There are an awful 
lot of people, especially young people growing up in the larger 
cities, that have never been out in the country and do not 
have the least idea of how much our national resources really 
mean to the Nation as a whole and to them as individuals 
(p. 211). 

He went on to say that— 


any program undertaken should be based, unless we get 
into a real emergency, on the dignity and value of conserva- 
tion work, on the need for the work and not on the fact that 
it was work set up to put somebody to work. I think the 
dignity of labor, the dignity of working on conservation 
programs should be developed at all times, because it is a 
noble thing for the individual and the country to have a real 
strong understanding and appreciation of our natural re- 
sources, whether those resources afford the material things 
or whether they afford the inspirational, spiritual, and social 
values that we think the parks afford, both Federal and 
State parks and many of the very fine reservations in the 
Forest Service. 


at the request of the subcommittee, had lost none of his power of 
expression: 


Ira N. Gabrielson, president, Wildlife Management Institute, testi- 


fied that— 


I think that is very important to the general public. As 
this country becomes more urbanized it becomes more diffi- 
cult for people to stay close to the land and this country was 
built on land and on people’s relations with it. The further 
they get away from it, the more important I think is the 
opportunity to get out and actually do some physical work 
on the land to get some idea of the feel of the land. 

I grew up on a farm and I know I would not take anything 
in the world for the background and experience and the feel- 
ing that goes with some knowledge of the land, and a large 
part of our population is losing that. 

I do not look upon this as an emergency thing. I think 
it should be a permanent part of the program in educating 
Americans to be better citizens (p. 409). 


Randolph Wise, commissioner of welfare, city of Philadelphia, made 


the point that— 


Employment, however, is not the only answer to the 
dilemma of some of our youths. They need employment 
plus. Plus represents an opportunity to develop healthy 
attitudes toward themselves, an appreciation of their own 
worth, so that they can respect the worth and the rights 
and the property of others. 
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This can only be accomplished through providing an 
environment where they are exposed to adults whom they 
respect and with whom they can establish and maintain 
wholesome relationships. 

The program of the Youth Conservation Corps must not 
only provide healthful outdoor training and employment, 
but must recognize the importance of the individual develop- 
ment of each enrollee. This should be given recognition in 
the way the camps are staffed and in the quality of super- 
vision given the youth. 


V. EXPANDING NEEDS FOR OUTDOOR RECREATIONAL FACILITIES 


It is a fact that America has found in its National and State forests 
and parks a tremendous resource for recreation and healthful use of 
leisure time, 

The enormous growth of the Nation’s road system has created an 
ability on the part of those living in the more crowded sections of the 
country to travel quickly to the scenic wonders of the Nation. The 
highway building program will in the next 10 years vastly increase 
this potential. Automobile registrations are year by year increasing. 

Reference has already been made to the fact of the sharp rise in 
population figures. Not only are there more people to avail them- 
selves of these travel wonders, but the amount of leisure time available 
to each individual is increasing. The average individual today has 
about 50 percent more leisure time than in 1920 (p. 257). Vacations 
of 2 weeks or more are becoming the norm not only for professional- 
type occupations, but for industrial and clerical employees as well. 

The station wagon as the basic family car has added to the ability 
of many families to make camping an ideal vacation outlet. During 
the spring of 1959 one large automobile producer engaged in a large- 
scale advertising campaign in which various outdoor shelter acces- 
sories were featured for use with the company’s station wagons. 

The development described above has been described by the U.S. 
Forest Service in its ‘‘Miscellaneous Publication No. 794 (reprinted in 
full in the hearings at pp. 251-280). It states: 


The impact of this national growth upon the national 
forests already has been tremendous as evidenced by recent 
trends in use. ‘The impact will be even greater in the future. 
No longer are the national forests the inaccessible and distant 
hinterlands they were when the system was first established. 
No longer can the Forest Service be primarily a custodian 
whose principal functions is protection of national forests 
from fire. Barriers of time, distance, and inaccessibility have 
been fast fading, especially in the last two decades. The 
people have found the national forests, and their vast re- 
sources are in great demand. Management must become 

rogressively more intense and more adequately supported 
ty research findings if the national forests are to keep pace 
with economic needs and national growth. 


Statistically, the increase in visits to the national forests is repre- 
sented by the chart on page 258 of the hearings. In 1953, there were 
32 million recreation visits to the national forests; in 1958, the num- 
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ber was 68.5 million; and by 1969, it is expected to be 130 million 
(p. 268). The figures for the national parks are similar: In 1956, 
55 million visits; 1958, 60 million, including a 12-percent jump over 
1957 in the number of campers; in 1966, 80 million are expected (p. 
226). Even more spectacular developments are taking place on State 
lands in the East, which are handier to the large enaeten centers 
(p. 472). Nationwide, 216,780,226 visits were made to State parks 
in 1957. This was a 9-percent increase over the previous year. 
“State Park Statistics 1957,” compiled by National Park Service, 
U.S. Department of the Interior. 

What does all this mean in relation to the YCC? Clearly, here is 
a useful opportunity for work to be performed which is needed and 
will be immediately appreciated. It was indeed the work performed 
on the recreational areas by the CCC which so largely established its 
fine reputation. The beauty and utility of family camping areas, 
among many other accomplishments—these are monuments to the 
CCC. Here is work in which the enrollees of the YCC can take pride 
in an achievement well done. If such work was performed by hand 
by wage board labor it might be considered too costly to justify a 
high priority. Yet as projects for the YCC enrollees many camp- 
grounds, picnic areas, drinking water facilities, safe outdoor fireplaces, 
simple forest shelters, outdoor furniture, lavatories, swimming spots, 
and landscaping could be built and maintained. 

The Park Service, Forest Service, and many States are endeavoring 
to supply facilities so badly needed. The Forest Service’s own plans 
to invest $122 million for this need are set forth on page 269 of the 
hearings. But this program is not being carried out according to the 
schedule which the Department of Agriculture itself proposed in 1957 
(p. 381). The famed “Mission 66,” framed by the administration for 
the National Park Service, is also not maintaining the schedule 
originally outlined (p. 223). Nor in the opinion of many witnesses is 
the program itself anywhere near sufficient for the demand. For 
instance, in 1953 when there was 35.4 million visits, the Forest Service 
maintained 41,100 family units for camping or picnics. By 1959, 
when there was 68 million visits, there were but 46,700 family units. 
By 1962, the Forest Service had hoped to construct 42,400 units. In 
other words, by 1962, the plans provide for the same proportion of 
visits to units assuming 1958 figures. 

Anybody who has visited these facilities during the summer months 
has experienced the serious overcrowding, inadequate facilities and 
barely adequate maintenance. The jam at Yosemite National Park, 
one of the more popular places, is eloquently described by the news- 
paper account appearing at page 226. Another newspaper clipping 
at page 527 describes the context of these needs, the Forest Service’s 
own admission that its plans drawn up in 1956 were inadequate. 

While the scale of the following recommendations might be con- 
sidered by some to be extravagant, an excerpt of a study submitted 
by the Citizens’ Committee on Natural Resources gives an effective 
picture of the real size of the job which needs to be done in meeting 
the Nation’s growing recreational demands: 


The United States has set aside 17 million acres of land in 
national parks, 5 million in State parks, 13 million acres in 
wilderness areas of the national forests—all primarily dedi- 
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cated to outdoor recreational uses. Public reservoirs and 
wildlife refuges also provide outdoor recreational opportun- 
ities in many parts of the country. Many other areas—large 
and small, public and private—are used in whole or in part 
for outdoor recreation. Estimates of total number of visitors 
in 1956 show the following for Federal lands: 


{In millions] 
Area | Acreage | Visits 
ee er NS |. uae engenemeniinaniarananat 22 29 
National forests _ oie pphb sddeeubhbeda Gb oldimneedddiinatnica 180 52 
National wildlife refuges. iat Recia stu g beacisigaatehtinhaiaaaiaimamaaeal 9 8 
TVA and Army Engineers reservoirs..................--...-.-.-..-- 5 110 
Eh natadbicineddirnieinnccpamprrvicnadndinauniealisiabasnieadieam tie 189 


In addition 12 million people made overnight visits to 
State parks (200 million visits recorded in all) during the 
same season. 

Estimates of future numbers of visits during the next sev- 
eral decades are astounding. They seem to go up in geo- 
metrical proportion to the growth in population—because 
increased leisure and income will make more outdoor vaca- 
tioning possible. One estimate goes well beyond 10 times 
present usage. 

Clearly then this poses a serious problem of future over- 
ise—unless we find additional areas and build more facilities 
in existing areas. The outdoor recreation review should 
reveal much of the needed detailed information essential to 
future planning. It is possible to make a few estimates of 
the size and kinds of investments we shall have to make. 
Using the data from Mission 66 of the National Park Serv- 
ice and Operation Outdoors of the Forest Service and expand- 
ing these to include all types of recreational areas, an expend- 
iture of nearly $2 billion is needed for the installation of 
improvements. 

More acreage, particularly strategic areas of scenic value 
(sea and lakeshore, access to water areas, and larger tracts) 
will be needed. One estimate of 3 million acres has been 
given. The cost of acquisition may be as much as $200 per 
acre—a total of $600 million. 

There is no way of calculating the return on recreational 
investments which pay off in health and happiness and not 
cash. Most of the investments will be made by the public 
through various levels of government and thus the decision 
to make them becomes a legislative matter. National parks, 
national forests, State parks, public reservoirs, and public 
wildlife lands would all be melodies 4 in this program. The 


exception, of course, would be wilderness areas where no 
development except, perhaps, portage and trail maintenance 
and crude shelters would be desirable or should be considered. 

Our more than 30 million hunters and fishermen are also 
recreation seekers and some of them are included in the pre- 
vious totals. This army of sportsmen—through their tax 
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and license payments—provides the largest support for State 
and F cael programs in fish and wildlife research, habitat 
improvement, refuges, and public hunting grounds. Mount- 
ing demands for recreation afforded by fish and wildlife plus 
commercial and other pressures which compete on the land 
for wildlife make it imperative that forward planning and 
research be undertaken now. 

The U.S. Fish and Wildlife Service has underway a study of 
needs which is as yet unreleased for public use. Independent 
conservationists in both fisheries management and biology 
have made useful estimates for the next decade, however, of 
the investments needed in both management and research, 
they are as follows: 


Habitat improvement (including construction and 


maintenance on refuge lands)___-----.-.-.-------- $650, 000, 000 
Research program, both fish and wildlife..........--- 90, 000, 000 
Emergency pesticide program _-_._....-.--.--------. 10, 000, 000 
Cooperative habitat program for private lands_..-_--- 100, 000, 000 

‘Tebelic2 bitesel nad ls RL Re OswUes 850, 000, 000 


In addition wildlife conservationists would like to see 7% 
million acres of wetlands brought into the migratory water- 
fowl refuge system. At an estimated cost of $40 per acre 
the capital investment in this acreage alone will amount to 
$300 million. Failure to purchase most of this acreage in 
the next decade will see much of it lost to drainage for 
agriculture. 

Here again the weighing of benefits and costs in strictly 
financial terms is meaningless. We can determine the costs; 
whether we shall be willing to pay them is largely a matter 
for public rather than private decision (hearings, pp. 427, 
428), 

VI. THE CONSERVATION CHALLENGE 


1. The size of the Nation’s landholdings 


The YCC is confronted by a stupendous backlog of conservation 
projects, forest management tasks, and other natural resource devel- 
opment. During World War II and the Korean crisis and because 
of the tensions with Russia and her satellites, conservation work has 
not been carried out at a level consistent with the needs that exist. 
As a result, we have built up a backlog of work which urgently needs 
to be accomplished if this Nation is to maintain its levels of produc- 
tivity and progress. The forest and range lands under the manage- 
ment of the Federal Government total some 772 million acres of which 
363 million acres are in Alaska. One-third of the land area of the 
United States still is federally owned. The major Federal landhold- 
ings are the 500 million acres under the administration of the Bureau 
of Land Management of which 322 million acres are in Alaska and 
178 million acres in the 48 States. Most of the Bureau of Land 
Management holdings are concentrated in 15 Western States and 
primarily are grazing lands. 

The second largest Federal holding is 188 million acres in the na- 
tional forests whici: are located in 39 States. Included in this total 
are some 8 million acres of land utilization projects administered under 
the Bankhead-Jones Act. The national forests are approximately half 
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forest land and half range land and are estimated to be worth 
$7 billion. These forests are the major sources of water for 1,800 
towns and cities and over 600 hydroelectrical developments depend 
on the forests for water. The national forests of the West provide 
grazing for one-fifth of the sheep and one-eighth of the cattle and 
one-third of all the big game in the Nation. National forest timber 
is of great importance to the economy of the Nation, providing over 
7 billion board feet with an annual sale value in excess of $100 million. 

The third federally managed area in size are our national parks 
which contain over 22 million acres of outstanding areas preserved 
because of their preeminent scenic, scientific, or historic qualities. 
Our national park system extends from Florida and Maine to Cali- 
fornia and Washington State on to Alaska and Hawaii and into Puerto 
Rico and the Virgin Islands. 

The fourth in size among the federally managed areas are the 
16 million acres in the Fish and Wildlife Service refuges which are 
located strategically about the Nation to provide protection for 
wildlife. While these refuges have an important recreational function, 
their major function, however, is to provide necessary wildlife habitat 
and nesting and resting areas along the flyways utilized by migratory 
birds. There is also an important program of fish hatchery operation 
and during 1957 almost 200 million eggs, fry, fingerlings, and fish 
were distributed from Federal fish hatcheries. 

In addition to the publicly owned lands the Federal Government 
administers through the Bureau of Indian Affairs approximately 
57 million acres on behalf of our Indian population. Roughly 
7 million acres of this land is in commercial forest and the balance is 
range. The Indian timberlands produce approximately 500 million 
board feet a year with revenue in excess of $8 million, which is an 
important source of revenue both for tribes and individual Indians. 
The Bureau of Indian Affairs carries on an extensive irrigation program 
providing water for over half a million acres which produce crops 
with a total value of over $57 million; 41 million acres of Indian-owned 
lands are classified as commercial range providing 829,000 cattle 
units of use valued at over $5 million. Not only are the Indian 
lands important to the Indian people but they are also of significant 
economic value to the communities in which they are located. 

In addition to the lands in Federal jurisdiction there is also an 
important system of State parks and forests. The States now have a 
system of over 5 million acres in parks which attracted a total visitor 
attendance in 1957 of 217 million. The States also have 19 million 
acres of commercial forest land in State forests. Among the States 
with the largest State forest system are Pennsylvania, Michigan, 
Minnesota, and Washington which have a total of 11,800,000 acres 
of State forests among them. 


2. The need for increased attention 


In 1908, addressing the first Governor’s Conference on Natural 
Resources, Theodore Roosevelt said, ‘‘As a people, we have the right 
and duty—second to none but the right and duty to obey moral law 
and of requiring and doing justice—to protect ourselves and our 
children against the wasteful development of our natural resources.” 
This quotation is in the frontispiece of the annual report of the 
Secretary of the Interior for 1958, noting that this year was a historical 
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one marking the 50th anniversay of the first Governor’s Conference on 
Natural Resources called by President Theodore Roosevelt and the 
centennial of the birth of Theodore Roosevelt, the father of modern 
conservation. The interest of Theodore Roosevelt embraced not only 
natural resources but also human resources, and thus the purposes of 
this bill are, despite the lack of endorsement by the administration, 
consistent with the purposeful programs of conservation embarked 
upon by Theodore Roosevelt. ‘Today, some 50 years after the 
conservation movement was dedicated there is still a significant 
amount of undone work. 

In our national forests, according to the Secretary of Agriculture, 
there is a need to increase expenditures by the end of 5 years to an 
amount annually more than $200 million greater than current levels. 
In a program submitted to the Congress, the Secretary of Agriculture 
suggests almost doubling the amount of timber cut from the national 
forests, increasing reforestation 14 times above the level of the past 
10 years; for stand improvement work he seeks a 22-fold increase, for 
gully and channel stabilization work he suggests an increase of 100 
times above recent rates. A sixfold increase is sought in reseeding 
the range and the control of noxious plants and a twentyfold increase 
in camp ground and picnic facilities. Control from fire, insects, and 
diseases is sought to be raised from 1% to 9% times present-day levels. 
Road construction needs are such that this program must be trebled 
while increases in new administrative structures such as lookouts, 
ee buildings, and telephone lines from 3 to 11 times will be 

uired. (The full detailed “Program for the National Forests” is 

published in the hearings on pp. 251-280 together with a State-by- 
tate description of what the Department of Agriculture has planned, 
pp. 281-366.) 

The National Park Service filed a statement, found on page 223 of 
the hearings, which pointed out that the total estimated cost of its 
Mission 66 development program, yet to be met, is approximately 
$510 million. The Fish and Wildlife Service reports a $57 million 
backlog of conservation work on existing refuges and fish hatcheries. 
In the case of the Bureau of Land Management, detailed programs of 
need are not ea available. Only recently did that agency start 
to prepare a long-range program similar to that now available for the 
national forests. This has been requested by the Senate Interior and 
Insular Affairs Committee and is expected early in 1960. There is a 
tremendous amount of range improvement work as well as stronger 
fire protection required on the Bureau of Land Management prop- 
erties. 

The Bureau of Indian Affairs likewise does not have readily available 
a long-range program of conservation needs for the Indians’ lands 
which it manages. 

The vast conservation requirements of the Nation were also de- 
scribed by several other independent, experienced, and expert wit- 
nesses who were not employees of the executive department. 

Charles Stoddard, a noted forest economist, represented the 
Citizens’ Committee on Natural Resources. He described the high 
points of a study made in 1958 which attempted to equate the 
country’s needs for the year 2000. This study came up with the figure 
of $18 billion of needed investment (p. 423). 
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The following excerpt is taken from the testimony of Ira N. Gabriel- 
son, onetime director of the Bureau of Biological Survey and now 
president of the Wildlife Management Institute. 


Incidentally, we are going to get a tremendous volume of 
good work out of them in places where it is desperately 
needed and where the Congress has shown a reluctance to 
make such appropriations to do the work directly. 

As you all know, the work on management of the national 
forests is far behind schedule. We have a Mission 66 going 
on in the national parks which they hope by 1966 will bring 
the accommodations and the facilities for handling people up 
to the demand. I doubt thatit will. I think the demand is 
growing far faster than they foresaw at the time that program 
was planned. I know it is true on wildlife refuges. There 
is a tremendous amount of development work needed. 

I have not been in the Government service since 1946, but 
I still have an interest. I never go near a wildlife refuge or 
a national forest without taking a look at what is going on 
and what needs to be done. And there is a vast volume of 
work needed to improve such land and provide for better 
management of this public property. 


Daniel Goldy, now assistant commissioner of labor and industry in 
the State of New Jersey, was for a time the regional administrator of 
the Bureau of Land Management in the Pacific Northwest. He 
made the point that he felt his efforts were nothing compared to the 
needs. He said: 


If somebody prepared a balance sheet today, as they should, 
of the needs versus the lags, and gaps in the development of 
our resources, they would come up with a startling story of 
the things we are not doing that we should be doing, if we are 
not to adversely and seriously affect the coming generations. 


Secretary of Agriculture Ezra Taft Benson has just done this very 
thing for the national forests. The need is to step up this program 
alone by $200 million a year. In sum, the point to be made is that 
there is a tremendous need, even beyond that described by the 
departmental programs authored by the administration, for more 
conservation work—it is there in abundance. 





Part C—How tue YCC Witt Function 


I. ADMINISTRATIVE FEATURES 


1. Not an independent agency 


The old CCC was an independent agency administered by a director 
who reported to the President. The YCC has been made a part of 
the Department of Labor, with the Secretary exercising controlling 
authority over the whole program. The administrative practice most 
favorably recommended by the Bureau of the Budget is to lodge all 
the programs of Government within the authority of the regular de- 
partments. In order to fit into this scheme, the Secretary’s authority 
was made explicit in the reported bill wherever appropriate. 
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2. The functions of the Commission 


The bill as reported provides for a Youth Conservation Commission 
composed of four members appointed by the Departments of Agricul- 
ture, Interior, and Health, Education, and Welfare; the Secretary of 
Labor (normally represented by the Director of the YCC) is the fourth 
member of the Commission and its Chairman. The Commission is an 
advisory group in the sense that it is not intended that any combina- 
tion of members may have power to overrule a decision of the Secre- 
tary or his representative, the Director. ‘The Commission is in this 
sense similar to the Advisory Council of the CCC. 

It should be noted that the final report written by Conrad L. Wirth 
in 1944 has been of great aid in shaping the administrative features of 
the bill. This report appears in full in the hearings starting at page 
171. Mr. Wirth is now the Director of the National Park Service, but 
during the CCC served as the Department of the Interior’s depart- 
mental representative on the Advisory Council of the CCC. He, there- 
fore, was in an excellent position to observe the CCC at firsthand. 

Mr. Wirth believed that any revival of the CCC should be admin- 
istered by a policy council consisting of departmental representatives 
having equal authority with the Director of the program (see the 
proposed chart on p. 180). This would in effect be government by 
committee, of which, legend has it, the camel is a classic example. 

A committee composed of men with competing interests might well 
fail to develop an internally consistent program, because of the possi- 
bilities of voting blocs. It is our view that centralized responsibility 
inherent in a director is a preferable and proper administrative 
technique. 

Nevertheless the bill intends that the members of the Commission 
shall participate on a continuous basis with the Director on “all phases 
of the operation of the corps.” We conceive that the Commission 
may include deputy members who will bring with them special skills 
and insights, and that the accumulated wisdom of the members of 
the Commission will help to formulate and refine the decisions of the 
Director who, though solely responsible, will treat the members of 
the Commission as partners and assistants in the program. 


8. The functions of the Commission members 


The member, besides being a representative of the department on 
the Commission shall be the responsible administrative head of all 
corps work and activities within the department he represents. If 
feasible he shall set up a strong administrative office within each 
department. He will work through the bureaus or agencies to whom 
the camps or men have been allotted and will hold them responsible 
for carrying out the approved programs on their respective areas. 
He will set up the staff necessary to carry out the duties of his office, 


to insure uniform application of the general overall approved policies 
and regulations. 


4. The functions of the Director 


Beyond his duties as the departmental representative on the Com- 
mission, the Director’s major task will be to carry out the duties of 
the Secretary in accordance with section 4 of the bill. 

Tbe Director shall be the prime policymaker subject to his con- 
tinuving obligation to consult with the members of the Commission. 


59004°—59_ S. Rept., 86-1, vol. 4 46 
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Insofar as feasible he shall rely upon departmental personnel for 
carrying out the program, including routine liaison with the camps. 
He doubtless will find it necessary to have an “inspection and audit” 
staff in order to provide him with his own eyes and ears, and in order 
to obtain a measure of uniformity. He shall exercise final authority 
with respect to all matters of discipline of the enrollees. He will 
maintain personnel at the reception centers, and will set up various 
units engaged in the issuance and revision of the rules and regulations 
of the corps. He will maintain records of the enrollees, handle appli- 
cations for reenrollment, budget preparation, and sources of supplies. 

The foregoing description of the Director’s duties and functions is 
intended to be suggestive rather than definitive. It is this com- 
mittee s expectation that a wide area of discretion will produce a 
YCC as free as possible from excessive overhead costs or the super- 
imposing of detailed procedures or supervision by the Director’s 
Office over the departments of government or State agencies charged 
with the responsibility of managing properties in their care. 


5. The camps 


The CCC camps were run by what was then known as the War 

Department, in 200-man units. 

ithout exception all witnesses rejected “dual control” of the 
camps; i.e., the camp controlled by one agency, the work by another. 
The bill makes clear in section 9(b) in the last sentence, that the 
camps shall be under the control of the agency having jurisdiction of 
the property being improved. 

The bureaus will have the full responsibility for all ot the activities 
of the corps on the areas under their administrative jurisdiction, in- 
cluding camp management, which they did not have under CCC. 
This arrangement would eliminate the conflict that existed under the 
old setup between the Army and the technical services as to camp 
location, campground development, division and release of men, and 
so forth. It should also reduce the general overhead costs and permit 
the use of smaller camps at a reasonable man-month cost. It would 
also make possible the use of small groups of men without the estab- 
lishment of complete camps where the area to which they were assigned 
had the facilities available to take care of the men. 

Mr. Wirth brought out in testimony that a considerable waste in 
funds could be avoided if the size of the camps would remain flexible 
(p. 216). Another advantage in flexibility is that more varied work 
could be performed (p. 419). 

It is assumed that the YCC will utilize unused military facilities 
for setting up at appropriate places pool camps to which enrollees 
are first sent, and from which they will be referred to the work areas. 
6. The functions of the Advisory Committee 

The Advisory Committee is set up principally to provide a means 
of communication between the Director and the many groups and 
organizations which might want to make suggestions for the improve- 
ment of the corps. Among such groups are— 

(a) Religious representatives. 

(6) Various conservation organizations. 
(c) Education authorities. 

(d) Labor organizations and contractors. 
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Because each of these organizations will to a large degree be repre- 
senting their own interests, the bill provides they will serve without 
compensation. The Secretary has full discretion in making appoint- 
ments to this Committee. 


ll. THE DEPARTMENT OF LAROR 


S. 812 as introduced housed the YCC in the Department of Health, 
Education, and Welfare. The Committee has provided that it be in 
the Department of Labor, primarily because that Department’s serv- 
ices will be of great importance to the program. 

The YCC will have constant contact with at least four departments 
of government, and many State agencies as well. The departments 
which have continuing authority over the preservation, development, 
and use of our natural resources are, of course, Interior and Agricul- 
ture. From their somewhat different perspectives these two depart- 
ments must carry out major conservation programs conducted by the 
Federal Government. Whether on force account or by contract, the 
various bureaus concerned complete annually many millions of dol- 
lars’ worth of work. They have the know-how of what to do and 
how to get it done. They employ personnel trained for their various 
specialities and supervisory capacities. 

Providing enrollees from age 16 to 21 to furnish the brawn for the 
program will be the function of the Department of Labor. The De- 
partment is already deeply involved in the process of fitting people to 
work, and work opportunities to citizens. 

Reference was already made to some of the special studies that 
were carried on by the Bureau of Labor Statistics as to school leavers 
and the participation in the labor market. There are also studies as 
to earnings and occupational opportunities for young men. The Bu- 
reau of Labor Standards in the Department of Labor is concerned 
with the safety and education and health safeguards of youngsters 
and the ages at which they participate in jobs. That is part of the 
fair labor standards legislation. 

The Bureau of Apprenticeship and Training in the Department of 
Labor is concerned with the apprenticeable occupations and the degree 
to which youth participates in those occupations. The Bureau of 
Employment Security is concerned with the administration of un- 
employment insurance and the public employment service network 
throughout the United States; this network encompasses a total of 
1,800 cities. BES publishes monthly bulletins concerning the em- 
ployment picture in the various labor-market areas. As a part of 
its work it is concerned with the extent to which youth participates 
in the labor market and the way in which job opportunities develop 
for them, and whether they provide an opportunity to advance in 
skill and in earnings and to acquire status in the labor market. The 
local employment office in the local community is the very heart of 
all the employment-office operations. It is a local community insti- 
tution and has very close relationships with schools, with the unions, 
with management groups, chambers of commerce, and so on. It is 
concerned with the economic welfare of the community, with job 
placement activities, and very much concerned with vocational guid- 
ance, employment counseling, and aptitude testing. 
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The U.S. Employment Service now maintains at nearly all its 
offices, vocational counseling services which can be of immediate help 
in assessing the prospective enrollee’s fitness for the work in store for 
him. These offices are now furnishing vocational guidance testing to 
one-third of the Nation’s high schools. The same office will be avail- 
able when he returns 6 months or more later for a job or for reentering 
school. This office will be in a position to render to an employer some 
evaluation of his work record. 

The Department of Health, Education, and Welfare occupies a 
somewhat less precise relationship to the program—nevertheless, an 
essential one. Its relationship to the health needs of the enrollees is 
self-evident. It can, moreover, be counted on to supply needed advice 
and service through the various divisions of the Children’s Bureau. 
Various witnesses have emphasized the great need for good super- 
vision or inspiration to inculcate a team spirit of cooperation and 
accomplishment. It might indeed be appropriate for each camp to 
include among its personnel a counselor or recreation leader whose 
competence will be determined and developed by HEW. (See the 
typical camp organization charts, hearings, pp. 183-184.) 

Additional functions of HEW will be to maintain a proper relation- 
ship between the YCC program and those other programs oriented 
to controlling juvenile delinquency to supply advice on the develop- 
ment of an educational program. The nature of all these services is 
supplementary to the corps; they are of importance to the enrollee, 
but they are not central to his presence in the corps nor to the process 
of getting him there. 

III. COSTS 


The costs of a YCC program should not be measured solely by 
budgeted outlay. Tree planting and stand improvement work will 
will pay for itself in terms of increased timber yield. Nevertheless, 
for purposes of discussion it is necessary to analyze probable expendi- 
tures. 

The costs of the YCC program were the subject of frequent and 
helpful testimony during the hearings. The tellowing sources sub- 
mitted informal estimates: 

1. The Forest Service of the Department of Agriculture (p. 
513). 

2. A national concern supplying a catering service. 

3. One of the armed services. 

4. The State of Minnesota—Youth Conservation Commission 
(p. 149). 

5. The State of California—Youth Authority (p. 513). 

6. The U.S. Fish and Wildlife Service (p. 419). 

A consensus of these estimates suggests the following estimated 
annual per man cost breakdown for a 50-man camp: 


Papen eeeny tewornge) «oi te ee ded es oe SE $850 
eG OG Grace yer wesw. so Lh eRe. eile i ee 650 
esperar 14 tpeme) 2! oo ctus o ui oc ae osu et donne vagee cunt denee 400 
Ce ee nn ee ee ee ee tet mbln mem aire 200 
re els em wcewasoenoe 200 
ET 1 Sn ee ks hl MAA A Se AROS SD Die | hod ie DSi 250 
Nisctllabseke Gverheed oa Los Bk a ea heeioes 150 
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These estimates represent generaous allowances for the items given. 
The ‘‘Miscellaneous” figure is aimed to cover all the central office 
charges, transportation, and enrollment costs. 

These costs do not represent money spent without return. The 
increased yield in dollars from lumber and other resources, the in- 
tangible values of better water supply, soil conservation and wildlife 
habitat, the effect of increased capacity to handle tourists, the sale of 
sports equipment, all these and others must be offset against the costs. 
Money spent on firefighting or forest pest control is a direct saving 
either for existing budgeted amounts or for valuable timber saved 
from destruction. 

The committee does not believe that the cost to perform a given 
unit of conservation work will be cheaper with YCC enrollees than with 
wage board employees or contractors forces, but it will be comparable. 
It can be expected that there will be an improvement in efficienc 
over CCC experience in view of the flexibility permitted by this bill 
in the size of the camps (p. 221). 

Howard Hopkins, former Assistant Chief of the Forest Service, 
summed up the problem of cost this way: 


Programs to accomplish this human rehabilitation and 
natural resource conservation will not come cheap or be 
immediately self-supporting. Initial costs will appear high. 
But the cost will be reasonable, indeed, if we look at it as an 
investment in people and essential natural resource—both 
intimately bound up with the future strength and well-being 
of the country. 

Such a program is ultimately bound to pay a handsome 
profit in terms of richer lives, increased production, and 
taxable wealth. If handled right, it is almost equally bound 
to be popular. Americans are a generous people; they like 
to help others. Americans love their soil and the outdoors; 
they will protect these if adequately informed and led. So 
here in this proposed undertaking you have a double appeal— 
to the humanitarian and the conservationist. You at once 
touch those who would save human beings and those who 
would save basic natural wealth. 

Too often in the past a serious error has been made in the 
thinking on this subject. Some people believe such work 
camps should compete on a cost basis with paid labor camps. 
That attitude misses the point by at least 50 percent. We 
must keep in mind the two purposes, one as important as the 
other. Each camp must have as its goal the accomplishment 
of a successful human rehabilitation job as well as the 
assigned natural resource improvement. And the double 
mission will require a greater initial cost than if only one 
goal were in mind (p. 64). 


Experience alone will determine the costs of the program in actual 
dollars, but the intangible returns will make a comparison with regular 
conservation expenditures difficult. This is one of the reasons the 
bill provides for an initial 50,000 enrollees rather than full strength 
the first year. 
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IV. RECRUITMENT—WHO WILL THE ENROLLEES BE? 


1. The provisions of the bill 


Section 8(d) of the bill sets up a formula for the guidance of those 
in charge of enrollment. A State-by-State quota will be administered 
for 50 percent of the total enrollment. 

The remaining 50 percent has been assigned to come from areas of 
“substantial unemployment.” ‘These words have significance for the 
administration of the program and have been chosen by the com- 
mittee with care. The Department of Labor’s Bureau of Unemploy- 
ment Security each month issues reports on unemployment covering 
the entire United States. It classifies each labor market area in rela- 
tion to its unemployment, the most seriously affect being rated as 
“labor surplus” areas. 

These ratings are applied to industrial areas. The committee in- 
tends that the program favor chronic rural unemployment areas as 
well. Included in this group would fall the Indian tribes which fre- 
quently constitute serious pockets of unemployment. Many rural or 
small labor market areas are being classified upon request; it may be 
assumed that such requests will increase and that a ready standard 
for all areas will ultimately be available. Whatever the development, 
the Director has a wide discretion to draw upon enrollees without 
being bound by existing unemployment classifications if these are not 
appropriate. 

The intent of the committee is to provide the fullest opportunity 
for Indian youth to capitalize on this chance to secure a better use of 
their tribal lands and secure self-sufficiency. The priority given 
Indians under section 8(a) is for the purpose of insuring that they 
alone will have a real priority to work on tribal lands or those qagcent 
thereto. Indians on other work will, of course, be treated fairl 
American citizens and constitute a reasonable portion of those enro Fou 
under section 8(d). 


2. Enrollees shall be of good character 


This report has discussed at some length the relationship between 
the Y-CC program and the increasing problem of juvenile delinquency. 
To repeat: the corps is not juvenile-delinquency oriented. The com- 
mittee after careful consideration has retained the qualification of 
“good character.” In so doing it is not intended to exclude young 
men because they have been apprehended by juvenile authorities. 
Being apprehended, as many of us know who have scattered at the 
sound of prankish destruction, is not by any means inevitable. 

For those who have become involved in serious offenses such as 
arson, narcotic use, assault with a deadly weapon, or sex aberrations, 
there clearly must be no place in the Y-CC program unless they are 
fully rehabilitated. A large area of petty offenses should have no 
weight whatever in the enrollment process. 

For the twilight area of offenses such as frequent gang fighting, 
repeated stealings, and the like, the Y-CC will parallel the experience 
of the Armed Forces, which by regulation attempt to insure a reason- 
able standard. 

In connection with the Armed Forces there is the problem described 
by the phrase, “join or jail.” It is the alternative too often provided 
by judges, policemen, or parole officers to a youthful offender. For 
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the local community it has two advantages: it eliminates the offender 
for several years, and it seems cheaper. The YCC is certainly 
destined to be the beneficiary of similar ultimatums, not always made 
publicly. The American Bar Association has by resolution opposed 
this device and yet it undoubtedly continues to be used. It is in- 
tended that the recruitment process of the YCC will make reasonable 
precautions to develop an applicant’s history, if any, of juvenile 
delinquency and that offenders will be admitted upon the basis that 
their desire to enroll is voluntary and their offenses are minor, or 
upon qualified representations that their participation in the YCC 
will be in the interests of the program. 

Some of the witnesses who discussed the problem of admitting the 
delinquent in terms considered by the committee to be its intent were 
Senator Humphrey on page 21 of the hearings; Curtis Gatlin. end of 

age 79; Randolph Wise in response to questions, page 140, also his 
etter on page 468; Hubert L. Will, page 489. 


V. EDUCATION 


The bill states that the Secretary has authority “to provide a 
system of educational services to enrollees of the Corps in addition 
to the regular program of work and on-the-job training.” 

It is intended that any educational activity by the enrollees be 
voluntarily undertaken with the exception of those unable to read 
or write. 

The extent of the educational program and the degree of enrollee 
participation was an issue never resolved by the CCC. It changed 
from year to year and varied by region. The Wirth report had this 
to say: 


The trend to build up a schoolroom type of educational 
program and impractical (and unpopular) academic courses 
in the camps caused a conflict in the understanding of the 
purposes of the corps. 

Practically everybody believed it to be reasonable, proper, 
and desirable to teach those who could not read and write 
to de so; to instruct the boys how to do their work and to 
advance themselves in the branch of work in which they were 
most interested ; to explain the objectives and reasons for the 
various steps taken in carrying out a given task. However, 
many could not understand why the boys were encouraged 
to take a language, or other normal classroom course, after 
a hard day’s work in the field. More often than not these 
subjects were “way over their heads’’—subjects for which 
they did not have the proper foundation or which they did 
not have a chance to finish or carry far enough to be of any 
real value to them. Many times the instructors, most of 
whom were work foremen in the camps, did not have the 
training to teach the subjects assigned to them (hearings p. 
178). 


In determining the kind of program to provide, the type of enrollee 
will ultimately be determinative. It seems likely, however, that the 
bulk of the enrollees will be school dropouts who have found no in- 
terest in formal schooling. For some young men additional schooling 
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might become a goal after they have matured and it will evidence 
itself in their return to school after a period of enrollment. 

One difficulty confronting an organized educational program stems 
from the variation in the size of the camps to be determined primarily 
by the work envisaged. Mr. Wirth had this to say: 


The thing that you constantly are confronted with and 
we were confronted with and would be again no doubt, 
would be which takes precedence, when you get a boy that 
age, his education or your work. The old pendulum swings 
back and forth and pretty soon you find out that you are 
doing more educational work, and if you are going to do 
education you had better have him where the plant is rather 
than out in the woods, as far as the school education, the 
book education is concerned. 

But as far as the learning, the feeling of getting his feet 
dirty in some good clean dirt, you cannot do it anywhere 
except out in the woods and away from the cities. 

* eS * * * 


On the other hand, when you get a good day’s work out 
of a boy it is pretty hard to keep him going at nighttime in a 
vocational program. 

I do not think he absorbs too much of it. Yet he puts ina 
certain number of hours and gets a certain amount of credit. 
I think you have to find something within the human grasp 
there; sacrifice a little work for education or sacrifice educa- 
tion for your work. 

I think you have to make a cleaner break. I would rather 
see part-time work and part-day education or a short work- 
week and a short education week out of it than making them 
do it at night. This is a little rough on growing kids. 


The committee intends that the YCC resolve the swing of the 
pendulum in favor of the solid work week. 

On the job-training opportunities would include, for example, 
instruction in the planting techniques, safety precaution, and similar 
subjects. 

An additional after workweek training program would include fire- 
fighting training including lectures on the behavior of forest fires, 
movies on how fires are attacked and controlled and actual field train- 
ing. The successful completion of such training would qualify an 
enrollee to join a special firefighting unit and to earn additional 
remuneration. 

After-work training would also be useful to equip able enrollees to 
assume strawboss leadership jobs on tree-planting crews and the like. 

The expanding need for forestry activities on private forests is well 
recognized. The training experience of the YCC enrollee will open 
up job opportunities for him in this growing endeavor on private 
lands. One goal of the YCC is to provide job skills which the enrollee 
can translate into future value both to himself and the Nation. 

Some discussion took place during the hearings regarding the 
possibility of regular vocational training. Here again the difficulties 
stem from the emphasis of the program. Eight hours of hard physical 
work may not always be conducive to afterhours training to many 
of the boys. Training opportunities should be available to those 
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who are unusually energetic. The corps should make available 
correspondence courses and such other educational materials utilizing 
visual aids or closed-circuit TV as seem appropriate and wanted by 
the enrollees. 

The primary education job is from training to live with other people 
and to work— 


with other people and joining in recreational programs. In 
many of the camps we had highly skilled men in one vocation 
or another that trained the boys that were interested. 

We had carpenters that took great delight in teaching the 
boys that had any interest in carpentry work; we had others 
that were interested in other lines of work. I have seen 
some very beautiful masonwork done by those boys under 
the instruction of a man who was a master mason. We 
had many of those kinds of people in the camps, but I think 
the thing they all got out of it was the training in living and 
working with other people, and they were with them 24 
hours a day (hearings p. 412). 


Another witness said: 


I think that the greatest values, skill developmentwise, 
will come to the youngsters who go into this program (1) by 
acquiring good work habits; (2) by obtaining a sense of dis- 
cipline related to a job; (3) by developing knowledge and 
techniques about certain jobs; and (4) by receiving supple- 
mental formal education—vocational education of some sort. 
But I don’t think that the latter necessarily is indispensable 
to achieving the objectives of the program. I think that 
when the boys are out building, for example, some camp 
structures, they learn a great deal about the building and 
construction trades, and these are among the occupations 
where we are going to need more manpower in the future and 
particularly more skilled manpower. I think if the boys are 
out building trails, they learn quite a bit not only about 
forestry but about another kind of construction. 

~ * s ~ es 


What I am getting at is that the YCC program need not 
try to do the total training job that is required in terms of 
the complete skill development of these youngsters, because 
skill development takes place over a whole working lifetime 
as the worker goes from job to job. The problem of youth 
is to get started in the right direction, with the right work 
habits and with the right discipline. This will give them the 
basic tools so that they can fend for themselves in the labor 
market when they go out and develop additional skills 
through experience (pp. 233-234). 


VI. THE WORK THE CORPS WILL PERFORM 


Reference has already been made to the vast amount of conservation 
work which needs to be done not only for the well-being of the Nation 
as it exists today, but to prepare for the far greater demands which 
the future will make upon our resources. 
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This part of the report is intended to furnish a guide to the Congress 
and the Director of the corps as to what kind of work the enrollees 
should perform and where it shall be performed. 

1. The primary work to be performed by the YCC is that which 
can be done with relatively unskilled labor, principally involving hand- 
work by small crews especially trained to perform these tasks with a 
minimum of heavy power equipment. 

The committee wishes to make it clear that it is not its intent that 
the Director shall permit enrollees of the corps to do direct construction 
work where historically such work is normally (and clearly more 
efficiently) performed by skilled mechanics and laborers employed by 
construction contractors under contract with the conservation agencies 
of the Federal Government. 

The foregoing paragraph is important in two respects: (1) The 
conservation agencies are finding new and more efficient contracting 
devices for getting a return for their conservation dollar (see top of 
p. 222, the remarks of Mr. Wirth regarding Mission 66). The com- 
mittee hopes that this trend will continue and intends that the assign- 
ment of enrollees to conservation work should not interfere with it. 
(2) The committee wants it clearly understood that the YCC pro- 
gram will not offer low-cost competition to contractors and wage 
earners who have established working conditions. The possibility 
of such a threat was widely feared at the time the CCC was first 
established. The camp facilities themselves, especially the larger 
camps will not be constructed by YCC enrollees. However, once in 
residence they may properly construct additional structures. Re- 
stricted to the type of work described in this section of the report and 
depending upon youths 16 to 21 years of age, the YCC’s conservation 
work should not pose such a threat. 

2. What is this work and how extensive is it? The Forest Service 
“Program For the National Forests’ covering the 12 years 1961-73 
has been reprinted in the hearings (pp. 281-366). It is the most 
available material to demonstrate the committee’s intentions. 

On pages 284-285 is an itemized list of work needed to be done 
nationwide. The following items with approximate annual expendi- 
tures are those capable of being performed substantially by YCC 
enrollees (these items were pinpointed for YCC work by the Assistant 
Chief of the Forest Service, see p. 371): 


Reforestation and stand improvement__-._.....-----...-------- $30, 000, 000 
Recreation maintenance and cleanup-...------------------------ 16, 000, 000 
Construction pitnic sites ii. oe sk Se eae eee sue 10, 000, 000 
Revereuiaona. (laldue ig oC. 0s ues adh see wadsoss 2, 500, 000 
DUIENON SOMNOR dl 4 olds us «cridnansnosrlanuen sida susbemeenacte 2, 500, 000 
Range improvement maintenance___....--.--..-------.----.--- 1, 500, 000 
WE GREENE) MOUUTUR GION So a Sol re ae Cede tess deo ewe 7, 000, 000 
Land Wiinisdtion projects eo cl bees ee ddd see Sak 3, 000, 000 
Wildlife habitat management. ......-.--.-.--22--25.----4--.-- 3, 000, 000 
Foress Gre protection. . 2. SS. cee} caneeeanaeed 25, 000, 000 
Semens and imisnaas Bontrol i. id. Ui bess en Soo cooees 9, 000, 000 

Totel. sei ei a aed ec 109, 000, 000 


This figure does not include the construction of 8,000 miles of trails, 
many types of simple structures; and survey and boundary posting 
work most of which is susceptible to YCC assignment. 

An example is the Forest Service road and trail program. Trail 

Id be performed 


construction and some of the maintenance work cou 
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by the YCC although road construction would be performed through 
private contractors as is now the case. Another example is in water- 
shed management. The enrollees could construct many small head- 
water dams as well as perform revegetation work while work on larger 
dams requiring heavy equipment would be performed by present 
contract methods. 

Especially important is the report by the Secretary of Agriculture 
indicating the necessity of increasing the level of fire protection two 
and a half times above that presently possible. The Youth-Conserva- 
tion Corps will provide a group of young men regularly working on 
conservation projects on public lands. It will be possible through 
training programs to equip these men to become highly trained forest- 
fire fighters. The bill provides that additional remuneration can be 
paid on special work assignments, thus it will be possible to train an 
enrollee in his first enrollment utilizing struction opportunities after 
enrollment work hours or on special training assignment and offer to 
qualified candidates the opportunity to reenlist and become a part of 
a special firefighting unit. These units would engage in the regular 
work of the Youth-Conservation Corps and additionally be available 
for instantaneous use in fire control. 

The vast lands administered by the National Park Service, the 
Bureau of Land Management, the Fish and Wildlife Service, the 
Bureau of Indian Affairs and the State governments suggest the limit- 
less possibilities for YCC work beyond that described for the Forest 
Service. 

The hearings themselves furnish an excellent guide to the thinking 
of the committee. See, for example, the CCC record on page 203, 
the Forest Service’s spokesman on pages 368, 371, 386; the Bureau of 
Land Management suggestion on page 400; the Fish and Wildlife 
estimate on pages 417, 419. 

3. The committee intends a wide discretion for the Director in 
choosing the location of the conservation projects for the enrollees. 
He will, of course, be primarily guided by the advice of the members 
of the Commission. It is, however, recognized while every State has 
within its boundaries lands where such work might take place, the 
large portion of the Federal lands is in the States of smaller population. 
Nevertheless, it will be in these lands where most of the work will be 
performed. 

Senator Humphrey had this to say: 


Furthermore, I wish to emphasize that while the benefits 
to the natural resources of the country will be concentrated 
in some States, the benefits in terms of improved human re- 
sources may very well be concentrated in other States with 
large metropolitan populations. 


Mr. Wirth made the same point: 


I would say this, that our large resources are in the less 
populated States, especially the commercial resources, as 
well as the esthetic and inspirational resources we have, in 
the parks for enjoyment of the people. Consequently, I do 
think that they have a more difficult job to maintain these 
resources due to the lack of availability of personnel to take 
care of them. Any legislation should certainly make provi- 
sion for people from concentrated areas to go to the less 
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populated ones, because these resources are of value to the 
entire country. 


_It did not seem necessary or desirable to attempt language in the 
bill to meet the views expressed above. It is, however, the com- 
mittee’s intent that they be followed. 
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SECTION-BY-SECTION ANALYSIS OF THE BILL 


Section 1 contains the short title of the bill, Youth Conservation 
Act of 1959. 

Section 2 contains the purposes of the bill. 

Section 3 establishes a Youth Conservation Corps within the De- 
partment of Labor to be administered by a Director who shall be 
appointed with the advice and consent of the Senate. 

Section 4 sets forth the duties of the Secretary of Labor (acting 
through the Director). Section 4(4) provides a formula for State 
lands to be aided on a 50-50 matching basis. 

Section 5 establishes a Commission consisting of representatives of 
the Deptrtments of Agrculture, Interior, and Health, Education, and 
Welfare, in addition to the Secretary of Labor. This Commission is 
the central administrative device of the corps. 

Section 6 describes the duties of the Commission members. 

Section 7 establishes an Advisory Committee to meet semiannually 
to review the operations of the corps. 

Section 8(a) sets up the qualifications for the corps, its size, and 
priorities given to Indians, 

Section 8(b) provides for compliance with rules and regulations by 
the enrollees. 

Section 8(c) provides the length of enrollment periods at 6 months. 

Section 8(d) provides a guide for enrollment quotas based party 
on State population figures and partly on areas of unemployment. 

Section 9(a) fixes the compensation for enrollees. 

Section 9(b) makes clear that the camps must be operated by the 
conservation agencies under which the enrollees are performing work. 

Section 10 removes confusion of possible contradictory wage and 
fringe benefits for enrollees. 

Section 11 provides for Federal employees’ compensation coverage. 

Section 12 provides for enabling authorization for the purchase of 
supplies. 

Section 13 appropriation authorization. 

Section 14 reports. 


CHANGES IN EXISTING LAW 


Since the bill makes no changes in existing law, nothing is required 
under this heading. 





MINORITY VIEWS 


In consideration of S. 812 in committee, all six minority Members 
voted against reporting the bill favorably. We, the undersigned, 
oppose its passage for the reasons set forth below. 

This bill would establish a Youth Conservation Corps similar to 
the depression-born Civilian Conservation Corps. It would be 
administered by a new bureau established within the Department of 
Labor in a 3-year program with provision for subsequent contin- 
uation. Ao initial enrollment of 50,000 males “of good character” 
between the ages of 16 and 21 is provided for, increasing by that 
amount each year to a maximum of 150,000. 

Summarized, there are three basic arguments in favor of the bill: 
(1) It is supposed to combat juvenile delinquency; (2) it is considered 
an antidepression remedy; and (3) it is urged as an aid in natural 
resources conservation. 

The bill is proposed as an aid in combating juvenile delinquency. 
Paradoxically, however, the bill provides that only youths “of good 
character”’ are eligible for enrollment, and this requirement is one of 
its weaknesses. Director Farrow of the Youth Bureau, Pennsylvania 
Welfare Department, testified that if youths have reached ‘16 or 17 
and have not become delinquents, chances are they are over the worst 
period in their growth process.” 

Thus most of the delinquent youths which the bill’s proponents 
wish to aid would necessarily be excluded from the corps. 

But even assuming that the bill would allow enrollment of delin- 
quent boys found in the streets, there is no reason to believe that 
merely transplanting them in forests would stop delinquency. In 
fact, National Park Service Director Conrad Wirth in his testimony 
told of the following experience with the old CCC: 


We had one camp in Yellowstone that came from the 
Bronx, N.Y. It wasa200-man camp. The camp had been 
back in the remote section of Yellowstone for barely 2 weeks 
when the superintendent got a call for help from the camp 
commander, who was a Reserve officer in the Army. He had 
a riot on his hands. 

The superintendent sent some rangers in to help the com- 
manding officer and in short order they had the boys quieted 
down again. The investigation routed out about 19 boys 
and they were shipped back to the Bronx. 

The only thing they could get out of these boys was that 
they just could not stand the quiet nights and the coyotes 
howling and a few things of that kind. 


Witnesses who were questioned about the percentage of urban 
juvenile offenders in comparison with rural delinquencies stated 
generally that although statistics were incomplete, percentages gen- 
erally ran about thesame. Thus, if the purpose of the bill is to combat 
juvenile delinquency by placing youths in wilderness areas, the bill 
fails to cope with the problem. 
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The bill as introduced authorized appropriations up to $375 million 
annually for each of the 3 fiscal years (or a total of $1.125 billion) 
beginning with July 1, 1960, and such amounts thereafter as Congress 
may determine necessary. The committee bill authorizes appropria- 
tion of “such amounts as Congress may determine to be neces- 
— 

While no definite cost figures appear in the bill, they can be esti- 
mated with some accuracy to be not a preciably lower than the 
original appropriation. The wage cost of enrollees alone, using the 
bill’s figures, would amount to $36 million the first year, $72 million 
the second, $108 million the third, or a total of $216 million. Added 
to this would be the cost of furnishing quarters, subsistence, transpor- 
tation (including travel from and to the place of employment), 
equipment, clothing, medical services, hospital services, supervisors’ 
services, disability and death benefits, all provided for by the bill. 

Senator Humphrey, testifying on the cost of the program, estimated 
that once facilities had been established the total cost of maintaining 
each YCC enrollee annually would come to the “modest amount” of 
$2,500. Translated, this cost would come to $125 million the first 
year, $250 million the second, $375 million the third, totaling $750 
million. A higher estimate was made by Senator Douglas: $250 per 
month per man, or a total of $900 million. 

If the program were thereafter continued, using these figures, its 
cost would rocket along at somewhere between $375 and $450 million 
& year. 

The expenditure of this huge sum of money with its inflationary 
ramifications is difficult to justify at this time. Even if this expendi- 
ture might have been justified as an antidepression remedy in 1933 
when unemployment ran to 24.9 percent of the labor force, it certainly 
cannot be today when the figures released by the Bureau of Labor 
Statistics July 14, 1959, revea al that employment is at its highest level 
in history and unemployment at 4.9 percent. It was pointed out 
by the Secretary of Agriculture in his report that even at the present 
time the Federal Government is heavily engaged in resources con- 
servation programs and that these provide substantial employment 
opportunities for young men today. The ostensible purpose of the 
bill as an aid in conservation brought sharp criticism from the Depart- 
ment of the Interior, and the statement that acceleration of existin 
Federal conservation programs at the high cost outlined by the bil 
‘fs neither necessary nor advisable.” They recommend that, “ap- 
propriations for these programs should be handled in accordance 
with the usual procedures.” It is largely for these fiscal reasons that 
the bill is opposed by the Departments of Agriculture, Interior, 
Health, Education, and Welfare, and the Bureau of the Budget. 

The bill has other technical weaknesses among which is its failure 
to indicate whether enrollment in the corps is to be on a segregated 
or integrated basis. 

In view ef the facts that (1) there has been no clear sthowitié that the 
bill would be effective in curbing juvenile delinquency, (2) there is 

resently no need for inflationary, antidepression remedies, (3) the 

ill would substantially add to the current national deficit, (4) equally 
good or better conservation of our natural resources can be achieved 
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through present programs of our Departments of Interior and Agri- 
culture at a mere fraction of the bill’s cost, and (5) the bill is techni- 
cally unsound, we recommend that it not be passed. 


Barry GOLDWATER. 

JoHN SHERMAN COoPER. 
Everett McKinutey DIRKSEN. 
Cuirrorp P. Case. 

Jacos K. Javits. 

Winston L. Provry. 








SUPPLEMENTAL VIEWS OF SENATOR COOPER 


I joined in the minority report because I believe the reasons it 
states for opposing S. 812 are substantially correct. I do, however, 
disagree with the statement, “There is practically no need for infla- 
tionary, antidepression remedies.” 

It is true that the United States has made a remarkable recovery 
from the recession of 1957-58. Total employment is at the highest 
level in history, and other statistics reveal the amazing strength of 
the American economy. It is true that most people are enjoying the 
highest average level of wages, salaries, and profits in history. 

Nevertheless, there are areas in the United States whose people 
have not shared in the advancing level of employment, wages, and 
prosperity. I cite, as an example, the coal-mining areas of Kentucky, 
West Virginia, Pennsylvania, and other coal-producing States—and 
I am certain there are other areas which can be included in this group. 
The depressed status of these areas rests on factors which the general 
economic advance of our country has not corrected; and it is a fact 
that some of the factors that have led to economic advances in other 
areas of the country have brought about unemployment and depres- 
sion in coal-mining States. Technological improvements and changes 
in fuel use are among these factors. In consequence, many miners, 
particularly older ones, may never be able to find work as miners 
again. For these reasons, I have joined in the sponsorship of the 
depressed areas bill and other measures which I believe would stimu- 
late new industries in the coal-mining areas to supplement the coal 
industry. 

It is argued that S. 812 will provide help to the depressed areas. 
It would be of some help in giving temporary employment to younger 
men, but it is my judgment that it is only a palliative. The expendi- 
ture of hundreds of millions of dollars to establish a Youth-Conserva- 
tion Corps would not reach the basic needs of depressed or, as they 
may be called, underdeveloped areas of the United States. What is 
needed in these areas is, at minimum, the development of communica- 
tions, roads and airports, the development of water resources to pro- 
vide water for industry, and an accelerated program of reforestation 
and agriculture. The annual expenditure of from $375 million to 
$450 million, which is the estimated cost of S. 812, over a 5-10- or 
15-year period to restore the natural resources of these areas and to 
make these areas accessible to the markets of our country would, in 
my opinion, be of greater value than large expenditures for a Youth- 
Conservation Corps. The Youth-Conservation Corps, while worthy, 
will not meet the basic problem, and this is the development of the 
depressed or underdeveloped areas of the United States. 


JOHN SHERMAN COOPER. 
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Calendar No. 534 


86TH CONGRESS t SENATE Report 
Ist Session No. 537 





REMOVAL OF ACREAGE LIMITATIONS IN RECREATION 
ACT OF 1926 


Juty 21, 1959.—Ordered to be printed 


Mr. Moss, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 1436} 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1436) to amend section 1 of the act of June 14, 
1926, as amended by the act of June 4, 1954 (68 Stat. 173; 43 U.S.C. 
869), having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF S. 1436 


The Public and Recreational Purposes Act of 1926, as amended 
(68 Stat. 173; 43 U.S.C. 869), provides that Federal land under the 
jurisdiction of the Department of the Interior may be made available 
to certain designated applicants for public and recreational purposes. 
States and their instrumentalities are included within such designa- 
tion. The law places a limit of 640 acres on conveyances that can be 
made to any grantee in any one calendar year. 

The experience of the States that have attempted to develop park 
areas under the Recreation Act has proven the 640-acre limitation to 
be a most unrealistic one. Acreage needed for development as parks 
varies greatly among the States. Many areas proposed for develop- 
ment as parks by individual States very frequently are in excess of 
640 acres. S. 1436 would permit the conveyance of public lands to 
the States for public park purposes without a limitation as to acreage. 

In the administration of the Recreation Act, another problem is 
posed where agencies of a State make application for Federal lands. 
By interpretation of the act’s language, the Department of the Interior 
has ruled that a State agency must have the authority to hold lands 
in its own name, otherwise any land it accepts under the 1926 act, as 
amended, must be charged against the sum of 640 acres which the 
State is permitted to accept within a calendar year. In effect, a State 
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the agencies of which cannot hold land in their own names can take 
only 640 acres annually, while a State the agencies of which are able 
to hold title to land can acquire 640 acres annually for each of its 
qualifying agencies in addition to 640 acres annually for itself as a 
State. Thus, instead of the acreage which a State may receive being 
determined by the 1926 act, as amended, the amount that a State 
may receive depends, in reality, on State law. S. 1436 makes the 
act uniform in its practical application by applying the limitation 
against each of the programs of a State rather than by applying the 
limitation to a State and to each of its applicant instrumentalities. 

Provisions of the present law which would not be changed by the 
enactment of this legislation require that specific and detailed plans 
must be submitted to the Secretary of the Interior by the States 
as applicants. Such proposed development plans must be consistent 
with park and recreational purposes. Under future conveyances, 
rights will continue to be reserved to the Government. No change 
in the repayment formula is effected by the reported bill. Con- 
veyances are to be made— 


at a price to be fixed by the Secretary of the Interior vege 
appraisal or otherwise, after taking into consideration the 
purpose for which the lands are to be used. 


SIMILAR LEGISLATION 


Prior to the introduction of the reported bill, the removal of the 
acreage limitations contained in the amended Recreation Act of 
1926 was provided for in S. 1032, introduced by Senator Moss of 
Utah. At the request of officials of the State of Utah, S. 1032 also 
proposed that lands conveyed to the States under the act for park 
development purposes be conveyed without compensation. Although 
it favors the removal of the acreage limitation, the Department of 
the Interior objects to any amendment of the repayment formula. 
For reasons not known to the committee, the Department’s report 
on S. 1032 was not received by the committee Sa nates 2 months 
after the receipt of a favorable report on S. 1436. Rather than in- 
sisting on the consideration of S. 1032 with an amendment acceptable 
to the Department, Senator Moss, sponsor of the prior legislation, 
has supported, and herewith reports, S. 1436 which accomplishes his 
objective of making available to the States sufficient areas of Federal 
land needed to meet State needs for park development. 


DEPARTMENTAL REPORTS 


Set forth below are the reports received from the Department of 
the Interior on S. 1436 and S. 1032. 
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U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 28, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


Dear Senator Murray: This is in reply to your request for the 
views of this Department on S. 1436, a bill to amend section 1 of the 
act of June 14, 1926, as amended by the act of June 4, 1954 (68 Stat. 
173; 43 U.S.C. 869). 

We recommend that S. 1436 be enacted. 

The act of June 4, 1954, amended the Recreation Act of June 14, 
1926, in a large number of ways. Whereas the 1926 act had per- 
mitted the lease and disposal of public lands for public recreational 

urposes only, the 1954 act permitted their disposal for all pub- 
ic purposes. Then, too, while the 1926 act permitted the dis- 
posal of public lands to local governments, the 1954 act permitted 
the disposal of such lands to nonprofit organizations as well. The 
1926 act contained no limitation as to the acreage which could be 
conveyed to any one applicant, but the 1954 act, probably because 
of its much broader scope, contained a clause prohibiting the con- 
veyance of more than 640 acres to any one grantee under the act in 
any one calendar year. Inadvertently, the provision in the 1954 act 
establishing acreage limitations had led to unequal treatment for the 
various States and other governmental entities. The 1954 act refers 
te the disposition of public lands to a “State, Territory, county, mu- 
nicipality, or other State, Territorial, or Federal instrumentality or 
political subdivision.”” The word “instrumentality” has been con- 
strued by this Department in its usual sense, and, therefor, a State 
agency must have the authority to hold lands in its own name if it 
is to qualify as an “instrumentality” within the meaning of the 1954 
act. If a State agency cannot qualify as an “instrumentality,” any 
land which it accepts under the 1954 act must be charged against the 
sum of 640 acres which the State is permitted to accept within the 
year. This means that a State the agencies of which cannot qualify 
as instrumentalities can take only 640 acres annually, while a State 
the agencies of which are able to qualify as instrumentalities can secure 
640 acres annually for each of those qualifying agencies in addition 
to 640 acres annually for itself as a State. Thus, instead of the 
acreage which each State may receive being determined by the 1954 
act, the amount that a State may receive depends, in reality, to a 
very large extent upon the State law. 

S. 1436 is intended to make the act uniform in its practical appli- 
cation by applying the limitation against each of the programs of a 
State rather than by applying the limitation to a State and to each of 
its “instrumentalities.” For example, under the bill the highway, 
forestry, police, and other departments and agencies of a State, 
whether or not they qualify as “instrumentalities,” would be permitted 
to secure up to 640 acres each. A similar case of unequal treatment 
may sometimes arise because projects which in some States are under- 
taken at the county or other subordinate level may in certain States 
be undertaken at the State level. The proposed amendment would 
help to rectify this matter. 
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S. 1436 would amend the 1954 act in another important respect. 
It would permit the conveyance of public lands to a State for public 
park purposes without any limitation as to acreage. The Secretary 
of the Interior’s authority under the 1954 act is discretionary, and he 
would permit conveyances for such purposes only where the applicant 
could produce a satisfactory plan for the use and development of the 
land. The acreage needed for a State park may vary greatly in size. 
It is in the public interest for public lands which may be appropriately 
developed for park purposes to be developed in that manner. The 
proper development of a State park may be greatly handicapped if a 
State cannot acquire all the necessary acreage at one time or have some 
assurance that it can obtain the acreage in the future. We believe that 
the enactment of this provision is very desirable. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior. 





Executive OFFicE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D.C., May 4, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Senate Office Building, Washington, D.C. 


My Dear Mr. CuarrMan: This is in response to your request for 
this Bureau’s views on S. 1436, a bill to amend section 1 of the act of 
June 14, 1926, as amended by the act of June 4, 1954 (68 Stat. 173; 
43 U.S.C. 869). 

S. 1436 would amend the acreage limitation of the Recreation Act 
so as to effect a more equitable application of its provisions to States 
involved. In addition, it would remove the 640-acre limitation in 
those cases where the transfer of land to a State is for public park 
purposes. 

This Bureau would have no objection to the enactment of S. 1436. 

Sincerely yours, 
Puiu S. Hueass, 
Assistant Director for Legislative Reference. 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupDGET, 
Washington, D.C., June 12, 1959. 
Hon. James E, Murray, 


Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Senate Office Building, Washington, D.C. 


My Dear Mr. CuarrMan: This is in reply to your letter of February 
16, 1959, requesting the comments of the Bureau of the Budget on 
S. 1032, a bill to amend the act of June 14, 1926, as amended, to 
provide that lands conveyed under such act for State park purposes 
shall not be subject to the 640-acre limitation contained in such act, 


and to provide that conveyances for such purposes shall be without 
consideration. 
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The report which the Secretary of the Interior is submitting on this 
bill points out certain undesirable features of S. 1032 and recommends 
favorable consideration of S. 1436, a bill of like objective. 

This Bureau concurs in the views expressed in that report and 
accordingly recommends against enactment of S. 1032. 

Sincerely yours, 
Puiturp S. HueHes, 
Assistant Director for Legislative Reference. 





U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 15, 1959. 
Hon. James E. Murray, 
irman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

Dear Senator Murray: This is in reply to your request for the 
views of this Department on S. 1032, a bill to amend the act of June 
14, 1926, as amended, to provide that lands conveyed under such act 
for State park purposes shall not be subject to the 640-acre limitation 
contained in such act, and to provide that conveyances for such pur- 
poses shall be without consideration. 

We recommend that S. 1032 not be enacted. 

S. 1032 would amend the Recreation and Public Purposes Act of 
June 14, 1926, as amended by the act of June 4, 1954 (68 Stat. 173; 
43 U.S.C. 869-869-3), in two respects. Section 1(b) of that act (43 
U.S.C. 869(b)) limits the conveyance of land to any one grantee to 
640 acres in any one calendar year. S. 1032 would remove this 
limitation with respect to conveyances of land to be used for State 
park purposes. Section 2(a) of the act (43 U.S.C. 869-1(a)) provides 
that conveyances of land to State and local governmental bodies for 
historic monument purposes shall be made without monetary con- 
sideration, while conveyances of other land are to be “‘made at a price 
to be fixed by the Secretary of the Interior through appraisal or other- 
wise, after taking into consideration the purpose for which the lands 
are to be used.” S. 1032 would amend this provision to provide that 
conveyances of land for State park purposes would be made without 
monetary consideration in the same manner as conveyances for his- 
toric monument purposes. 

With the first proposed amendment of the Recreation and Public 
Purposes Act, viz, the removal of the acreage limitation, we are in 
complete accord. S. 1436, a bill to amend section 1 of the act of 
June 14, 1926, as amended by the act of June 4, 1954 (68 Stat. 173; 
43 U.S.C. 869), would amend the Recreation and Public Purposes 
Act by removing the acreage limitation on conveyances for State park 
purposes. In our report on that bill, dated A ri 28, 1959, we recom- 
mended that the bill be enacted. S. 1436 oman make another change 
with respect to the acreage limitation which we also regard as desirable. 

S. 1436 also differs from S. 1032 in that the former would not per- 
mit the conveyance of land for State park purposes without monetary 
compensation. We do not favor this amendment of the existing stat- 
ute. Both section 2 of the Recreation and Public Purposes Act which 
is applicable to public domain lands administered by this Department 
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and section 13 of the Surplus Property Act of 1944 (58 Stat. 765, 770), 
as amended by the act of June 10, 1948 (62 Stat. 350; 50 U.S.C., app., 
sec. 1622(b)), which governs the disposal of surplus real property by 
the General Services Administration direct the conveyance of land for 
historic monuments without compensation. However, both require 
compensation for land conveyed for State park purposes. The Gen- 
eral Services Administration requires compensation at 50 percent of 
fair market value; this Department requires 30 to 50 percent of the 
fair market value of the land plus 100 percent of the fair market value 
of any timber conveyed. When the longer period of restriction, i.e., 
25 years as opposed to 20 years, imposed by the Recreation and Public 
Purposes Act is considered, the methods of determining charges are 
essentially consistent. We know of no justification at this time for 
altering the applicable provisions. 

Accordingly, not being in agreement with the second amendment 
proposed by S. 1032 and favoring both of those proposed by S. 1436, 
we recommend that S. 1436 be enacted instead of S. 1032. 

The Bureau of the Budget has advised that there is no objection to 
the submission of the proposed report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill S. 1436, 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


43 U.S.C. 869 

Sec. 869. (a) * * * 

(b) No more than six hundred and forty acres may be conveyed to 
any one grantee in any one calendar year [.] : Provided, That no more 
than six hundred and forty acres may be conveyed to a State in any one 
calendar year for the benefit of any one State program or of the program 
of any one State agency: Provided further, That there shall be no limita- 
tion as to the acreage which may be conveyed to a State or to a State park 
agency for public park purposes. 

(c) * * * 


O 
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EXTENDING THE TIME IN WHICH THE BOSTON NA- 
TIONAL HISTORIC SITES COMMISSION SHALL COM- 
PLETE ITS WORK 


JuLy 21, 1959.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 4524] 


The Committee on Interior and Insular Affairs to whom was re- 
ferred the bill (H.R. 4524) extending the time in which the Boston 
National Historic Sites Commission shall complete its work, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE 


H.R. 4524 extends for 1 year from June 16, 1959, the life of the 
Boston Nationa] Historic Sites Commission and increment the limita- 
tion on appropriations for the work of the Commission from $60,000 
to $80,000. 

NEED 


The Commission was created by the act of June 16, 1955 (69 Stat. 
136). Its objective is to complete a study of the role that the Federal 
Government, loca] governmental bodies, and private historical associa- 
tions could undertake regarding the preservation of historic objects, 
sties, and buildings in Boston and the vicinity related to the Colonial 
and Revolutionary periods. 

Although the Commission’s life was extended for 1 year by the act 
of July 3, 1958 (72 Stat. 296), its report has not yet been completed. 
The Department of the Interior representatives testified that the Com- 
mission had underestimated the time requirements for the study of 
certain details such as individual property boundaries and appraisals 
of real estate costs. 

The scope of the Commission’s study and its status is explained in 
a report transmitted by the Commission to the Secretary of the In- 
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terior on December 18, 1958, and transmitted by him to the Congress 
on January 20, 1959. This report has been printed as House Docu- 
ment 57, 86th Congress. 

Specifically, additional time and money are needed to complete the 
study of more than 20 outstanding properties related to the Lexington- 
Concord Battle Road along which occurred nationally significant 
events that marked the opening of the War of the American Revolu- 
tion. 

COsT 


The request is for an additional $20,000 which would be authorized 
to be appropriated by this measure. 


DEPARTMENTAL REPORT 


The report of the Department of the Interior recommending the 
enactment of H.R. 4524 follows: 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 7, 1959. 
Hon. Wayne N. ASPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. AsprInaLu: Your committee has requested a report on 
H.R. 4524, a bill extending the time in which the Boston National 
Historic Sites Commission shall complete its work. 

We recommend the enactment of H.R. 4524. 

The purpose of this legislation is to extend for 1 year the life of the 
Boston National Historic Sites Commission, and to authorize the 
increase of the monetary limitation heretofore placed on the work of 
the Commission from $60,000 to $80,000. 

The act of June 16, 1955 (69 Stat. 136), created the Boston National 
Historic Sites Commission and authorized it to undertake a study of 
historic objects, sites, and buildings in Boston, and the general 
vicinity related to the colonial and Revolutionary periods. The study 
is being made for the purpose of ascertaining the role that the Federal 
Government, local governmental bodies, and private historical asso- 
ciations should undertake regarding the future preservation of these 
properties. The life of the Commission was extended to June 16, 
1959, by the act of July 3, 1958 (72 Stat. 296). 

Substantial evidence of the scope of the Commission’s task has been 
furnished in a special interim report transmitted by the Commission 
to the Secretary of the Interior, December 18, 1958, and transmitted 
by him to the President of the Senate and the Speaker of the House on 
January 20, 1959. ‘This interim report was discussed more fully in 
our report to your committee on HR. 1932, a bill to provide for the 
establishment of Minute Man National Historical Park in Massa- 
chusetts, and for other purposes. 

The preparation of this report demanded an intensive study of the 
many comprehensive and complex problems relating to the Lexington- 
Concord Battle Road along which occurred nationally significant 
events that marked the opening of the War of the American Revolu- 
tion on April 18 and 19, 1775. 
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In addition to the investigations of historic properties, the work in 
connection with this report has also involved the determinations of 
individual property boundaries, appraisals of real estate costs and 
other factors of time and expense not fully anticipated as the basis for 
the Commission’s recommendations, which include the specific pro- 
posal to establish a national historical park. As a result, completion 
of the Commission’s studies of important historical preservation 
problems in the municipality of Boston itself and in outlying environs 
other than the Lexington-Concord area has been delayed. 

It will, therefore, require another year to complete the inventory 
and analysis of the more than 20 outstanding properties or groups of 

roperties included in the Colonial and Revolutionary periods that 

Coon already been adjudged worthy of further consideration by the 
Commission. In addition to that, it will be necessary to ascertain 
and recommend an adequate historical marking program for sites 
where original structures no longer exist; and, generally, to prepare 
recommendations for the promotion of public visitation and under- 
standing of historic sites and structures whether preserved by the 
agencies of the Federal Government, or State or local governments, 
or by private associations or societies. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends 
enactment of H.R. 4524. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act oF JuNE 16, 1955 (69 Stat. 136), as AMENDED 
* + * * oo 7 ” 


Src. 4. The Commission shall (a) make an inventory and study of 
the historic objects, sites, buildings, and other historic properties of 
Boston, and the general vicinity thereof, including comparative real 
estate costs; (b) prepare an analysis of the existing condition and 
state of care of such properties; (c) recommend such programs by the 
local, State, or Federal governments and cooperating societies for the 
future preservation, public use, and appreciation of such properties 
as the Commission shall consider to be in the public interest; and 
(d) prepare a report containing basic factual information relating to 
the foregoing and the recommendations of the Commission thereon. 
Such report shall be transmitted to the Congress by the Secretary of 
the Interior within [four] five years following the approval of this 
Act and the securing of appropriations for purposes hereof. Upon 
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submission of the report to the Congress, the Commission shall cease 
to exist. 

Sec. 5. (a) The Secretary of the Interior may appoint and fix the 
compensation, in accordance with the provisions of the civil-service 
laws and the Classification Act of 1949, as amended, of such experts, 
advisers, and other employees, and may make such expenditures, in- 
cluding expenditures for actual travel and subsistence expense of 
members, employees, and witnesses (not exceeding $15 for subsistence 
expense for any one person for any one calendar day), for personal 
services at the seat of government and elsewhere, and for printing 
and binding, as are necessary for the efficient execution of the func- 
tions, powers, and duties of the Commission under this Act. The 
Commission is authorized to utilize voluntary and uncompensated 
services for the purposes of this Act. There is hereby authorized to 
be appropriated, out of any money in the Treasury not otherwise 
appropriated, the sum of [$60,000] $80,000, to carry out the pro- 
visions of this Act, including printing and binding. 

(b) The Commission shall have the same privilege of free trans- 
mission of official mail matters as is granted by law to officers of the 
United States Government. 


O 
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RELATING TO SUITS AGAINST MILLER ACT BONDS 
JULY 21, 1959.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 4060) 


The Committee on the Judiciary, to which was referred the bill 
(H.R. 4060) to eliminate all responsibility of the Government for 
fixing dates on which the period of limitation for filing suits against 
Miller Act payment bonds commences to run, having considered the 
same, reports favorably thereon, without amendment, and recom- 
mends that the bill do pass. 

PURPOSE 


The purpose of this bill is to relieve the Comptroller General of 
the responsibility for fixing the date on which the statute of limitations 
commences to run in certain suits under the Miller Act. 


STATEMENT 


This proposed legislation has been recommended to Congress by the 
Comptroller General of the United States. It deals with an adminis- 
trative problem that has arisen under the Miller Act (49 Stat. 793, 
40 U.S.C.A. 270a-e), which establishes performance and payment 
bonding requirements for most Federal construction contracts. Under 
present law a person who has not been paid in full for labor or material 
within 90 days after the last labor was performed or material furnished 
may sue on the payment bond. The time within which a suit may be 
instituted against a contractor under the payment bond requirements 
for labor or material supplied will be changed from the present 
statutory requirement of 1 year after the “date of final settlement of 
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such contract”’ as certified by the Comptroller General to 1 year after 
the— 


day on which the last of the labor was performed or material 
supplied by him. 

The Comptroller General points out in his communication to Con- 
gress that he, rather than the courts, is made responsible for ascertain- 
taining the date of “final settlement” and is directed to furnish to 
any person who has established by affidavit that he is affected— 


a certified statement of the date of such settlement, which 
shall be conclusive as to such date upon the parties. 


The determination of the date of final settlement has involved an 
ever-increasing administrative burden on the Comptroller General. 
It has further been complicated by court decisions that have liberally 
construed the term “labor and material.” In applying the criteria 
the determination is often reached without knowledge or agreement 
on the part of the contractor. 

The change in the law recommended by the Comptroller General 
will place every laborer or supplier of materials on an equal basis. 
Those supplying labor or material in the first stage of the contract 
will be subject to the same 1-year period within which to institute 
suit as those performing labor or supplying materials in the last 
stages of the contract. The supplier or laborer would also know 
simply by consulting his records the precise time when the 1-year limi- 
tation began to run and (by adding 1 year) when his right to sue 
would expire. 

The Comptroller General has been unable to ascertain from study 
of the legislative proceedings any explanation as to why the “date of 
final settlement’ was adopted in the Miller Act. It is his opinion 
that the “final settlement’? device no longer serves any essential 
purpose and that no good reason exists for its continued employment. 

The proposed change in the law should result in material savings to 
the Government when the expenses of the Comptroller General and 
those agencies having charge of the contracts are taken into con- 
sideration. 

The committee feels that the proposed legislation is most meri- 
torious. It will not only result in savings in administrative costs to 
the agencies but it will also provide for those entitled to sue under 
payment bond requirements of the Miller Act a simple, fixed, and 
certain method for determining the period within which the suit must 
be filed. It is, therefore, recommended that the bill be favorably 
considered. 

The communication of the Comptroller General to Congress, recom- 
mending the proposed amendment, is attached hereto and made a 
part hereof. 





ComPTROLLER GENERAL OF THE UNITED STATES, 
Washington, February 24, 1959. 


Hon. Sam Raysurn, 
Speaker of the House of Representatives. 

Dear Mr. Spraker: This is a special report, similar to one made 
to you on July 23, 1958, during the 85th Congress, recommending that 
the act approved August 24, 1935 (49 Stat. 793, 40 U.S.C. 270a-e), 
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popularly known as the Miller Act, which establishes performance and 
payment pending requirements in the case of most contracts for the 
construction, alteration, or repair of public buildings or public works 
of the United States, be amended to eliminate the unnecessary admin- 
istrative burden of determining and certifying “dates of final settle- 
ment. 

The payment bond requirement serves the purpose of protecting 
“all persons supplying labor and material in the prosecution of the 
work provided for’ in such contracts (sec. 1). Subject to certain 
notice restrictions in the case of persons having direct contractual 
relationships with subcontractors but no contractual relationships 
with the prime contractors who furnish the bonds, every person oa 
has furnished labor or material and who has not been paid in full 
therefor within 90 days after the day on which the last of the labor 
was performed or material was furnished is given “the right to sue on 
such payment bond for the amount, or the balance thereof, unpaid at 
the time of institution of such suit and to prosecute said action to 
final execution and judgment for the sum or sums justly due him.” 
This right is limited by a provision that “no such suit shall be com- 
menced after the expiration of 1 year after the date of final settle- 
ment of such contract” (sec. 2). The Comptroller General of the 
United States, rather than the courts, is made responsible for ascer- 
taining the date of “final settlement” and is directed to furnish to any 
person who has established by affidavit that he is affected ‘‘a certified 
statement of the date of such settlement, which shall be conclusive 
as to such date upon the parties” (sec. 3). 

While employment of the “date of final settlement” as the starting 
point for the 1-year limitation probably was not expected to create 
any great administrative burden, certain factors have operated to give 
increased importance to the limitation in the case of laborers and 
materialmen relying upon payment bonds and, correspondingly, our 
work in determining and certifying such dates has m tiplied 

The term “labor and material” has been very liberally construed, 
particularly in recent court decisions. As illustrations, the costs of 
groceries and provisions required for a construction camp distant from 
a built-up area have been recovered under the bond (Brogan v. 
National Surety Co., 246 U.S. 257); freight claims have been allowed 
(Standard Accident, Inc., Co. v. United States for Use of Powell, 302 
U.S. 442); the rental value of equipment as well as the value of parts 
wholly consumed in performance of the work have been found due 
(Continental Casualty Co. v. Clarence L. Boyd Co., 140 F. 2d 115). 
Under exceptional circumstances, recovery has been allowed even for 
materials not actually used. See Commercial Standard Insurance Co. 
v. United States for Use of Westinghouse Electric Supply Co. v. Fourt 
(131 F. Supp. 584, affirmed 235 F. 2d 433), where material stockpiled 
to replace inventories incorporated into the work was regarded as 
within contemplation of the act. The recent decision of the Supreme 
Court in United States v. Carter, dated April 29, 1957 (353 U.S. 210), 
holding that a contractor’s contribution to the trustees of workers’ 
health and welfare funds, including damages, attorney’s fees, court 
costs and expenses, were enforceable against the surety on a Miller Act 
payment bond, promises that the obligations of the bond, coextensively 
with those imposed by the act, may extend to practically every form 
of compensation earned by labor directly or indirectly. 


4 RELATING TO SUITS AGAINST MILLER ACT BONDS 


Not only does the broad scope and extensive availability of the 
Miller Act remedies make them of prime importance to persons with- 
out direct contractual relations with the Government who participate 
in furnishing materials or labor under construction contracts, but these 
persons in their dealings with contractors and subcontractors are sub- 
jected to many practical pressures to refrain from enforcing their 
claims until the contractors have been paid in full by the Government 
for all work. In fact, subcontractors frequently are prevailed upon 
to agree that payment of their claims will not be due until the Gov- 
ernment has paid the contractor in full, although the courts have held 
that such agreements are void as contrary to the public policy ex- 
pressed in the Miller Act, so that suits otherwise properly filed within 
1 year from the date of “final settlement” are not premature even if 
the contractor has not yet been paid by the Government (United 
States v. Holloway Company, 126 F. Supp. 347; also, see United States 
v. Pacific Insurance Company, 122 F. Supp. 48). One commentator 
(“Miller Act Problems,”’ Federal Bar Journal, vol XVI, p. 264) has 
explained the contractors’ practices by pointing out that “‘to the 
extent that the prime contractor can stall off his subcontractors and 
vendors until after he collects his full progress payments, he stands in 
a very good position to finance the job with either the Government’s 
or the subcontractor’s money.” 

The tendency of persons supplying labor and material to cooperate 
with their principals by withholding enforcement actions under pay- 
ment bonds until the principals have been paid by the Government 
frequently delays inquiries about ‘final settlement’ until the time 
for filing suit has expired, or is about to expire, under the 1-year 
limitation. As a result, demands for accurate information—certifi- 
cations as to dates of “final settlement”—are increasingly numerous 
and importunate. 

The administrative burdens, as well as the troublesome problems 
of persons entitled to rely upon the payment bonds, are considerably 
aggravated by the fact that the term “final settlement” is employed 
in the Miller Act in a somewhat technical sense. Under the pred- 
ecessor Heard Act suit could not be brought until 6 months after 
“final settlement,’”’ and the term by legal interpretation acquired a 
meaning which was carried forward unchanged when it was employed 
for the sole purpose of fixing the period of fimitetion on suits against 
payment bonds under the Miller Act amendments. The meaning so 
adopted characterized a settlement status something less than an ac- 
sod and satisfaction or a final payment. It described a stage in the 
overall settlement arrangements where, after at least substantial com- 
pletion of the contract work, the Government consolidated all debit 
and credit items and unilaterally determined a balance due. This 
often occurred without knowledge or agreement on the part of the 
contractor and, because normal settlement transactions are not de- 
signed for Miller Act purposes, without an awareness on the part of 
the contracting officer or other authorized Government officer com- 
pleting the contract accounting. As marking the point at which the 
Government for its own convenience adopted a position concerning 
the balance due, adjustments for minor portions of the work (such as 
the correction of deficiencies), for decisions on appealed items, and 
even for claims or other matters more or less specifically reserved for 
resolution through special or extended processes, particularly items 
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the establishing of which as proper charges devolves upon the con- 
tractor, often were regarded as not precluding the occurrence of “‘final 
settlement.”’ 

Our difficulties are intensified, also, in the light of the statutory 
provision making the dates we vertify “conclusive,” by the effort 
necessary to ascertain dates of “final settlement’”’ with a precision in- 
dispensable to the impartial protection of the rights of opposing 
parties. One of the main purposes of the finality clause was to put 
an end to uncertainty which had prevailed as to the date of “final 
settlement” under the prior Heard Act, and it has been given full 
force and effect in the courts (United States ex rel. Korosh v. Otis 
Williams & Company, 30 F. Supp. 590; United States ex rel. Tobin 
Quarries, Inc. v. Glasscock, 27 F. Supp. 534). In a recent case, 
Peerless Casualty Company v. United States ex rel. Bangor Roofing & 
Sheet Metal Company (241 F. 2d 811), it was held that our certification 
could be set aside by the courts only for fraud or such gross mistake 
as would imply bad faith. An error on the part of the agency in charge 
of the contract had resulted in our certification of an inaccurate date 
and we had not corrected the certification due to the pendency of the 
court action. 

A careful examination of the legislative proceedings fails to disclose 
any explanation as to why the “date of final settlement” was adopted 
in the Miller Act. Presumably the prior use of this term was left 
undisturbed insofar as the limitation was concerned. The possibility 
it was intended that a contractor should receive its earnings (settle- 
ment) from the Government before being expected to pay suppliers is 
negatived by the prevision that collection may be enforced against 
payment bonds 90 days after performance. In any event, other 
methods of financing such as advance payments, progress payments, 
and assignment of moneys due are anally available to the contractor. 
In the circumstances, it may fairly be concluded that no special object 
was intended to be accomplished which could not have been accom- 
plished equally well by the use of some other date—such as that of 
completion or acceptance of the contract work, final payment, or 
settlement in the normal (accord and satisfaction) sense. 

Not only does this appear to be so, but the value of requiring any 
administrative determination at all (with its attendant expense) is 
questionable. No benefit is derived from the employment of a com- 
prehensive limitation running from a single date. Actually, ‘final 
settlement” (plus 6 months) served the purpose under the Heard Act 
of fixing the accrual date for enforcement action, but, with substitu- 
tion of a different accrual date under the Miller Act, a single date is 
inequitable in that some claimants (those performing first) have a 
longer time within which to sue than others (those performing later). 
In the case of a large construction contract, this might mean years. 
To operate equitably upon all claimants, and to insure that there will 
be no extended delays in asserting the right provided in any instance, 
it appears that individual limitations of the same length should be 
made applicable to each. Thus, it appears clear that the “final 
settlement” device no longer serves any essential purpose and that no 
good reason exists for its continued employment. 

Our recommendation, therefore, is that the language in section 2(b) 
of the Miller Act of August 24, 1935 (49 Stat. 793, 794), reading ‘‘but 
no such suit shall be commenced after the expiration of one year after 
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the date of final settlement of such contract,” should be amended to 
read ‘‘but no such suit shall be commenced after the expiration of one 
year after the day on which the last of the labor was performed or 
material was supplied by him.” Also, a perfecting amendment to 
section 3 should eliminate the words ‘“‘and, in case final settlement of 
such contract has been made, a certified statement of the date of such 
settlement, which shall be conclusive as to such date upon the parties” 
at the end of the first sentence thereof, and the words “and certified 
statements” in the last sentence thereof. Suggested language for a 
bill to accomplish the necessary changes is attached. 

Amendment of the Miller Act in this fashion would eliminate all 
responsibility of the Government for fixing the date at which the 
period of limitation commences to run. At the same time, no diffi- 
culties would be placed in the way of claimants under the payment 
bonds, since they already are required to establish identical dates in 
connection with accrual of their rights to sue. In fact, they un- 
doubtedly will benefit from the elimination of effort and concern in 
establishing “‘final settlement” dates. 

Moreover, adoption of the amendment would have beneficial results 
in other areas. The supplier would know simply by consulting his 
records the precise time when the 1-year limitation began to run and 
(by adding 1 year) when his right to sue would expire. Under existin 
law, a large number of suppliers who request certificates have delayed 
enforcement as long as they feel that they can and expect a prompt 
answer from us. Such an answer usually is impossible because 
documents and data must be assembled from the agencies having 
contracts in charge and, in some instances, prolonged correspondence 
must be resorted to in reconciling data after it is identified and secured. 
Because settlement arrangements by the various agencies usually 
are not made with a design to achieve finality in the Miller Act sense, 
the technical difficulties encountered often necessitate extended 
explanations before agency responses can be obtained. While we 
advise claimants that unavoidable delays may be encountered in 
complying with requests, which will not prevent the running of the 
limitation, the delays and uncertainties occasioned are certainly 
undesirable. It sometimes happens, also, that a supplier will be 
called upon to furnish labor or materials after ‘final settlement,” or 
even after the limitation has run, in connection with the correction of 
deficiencies after substantial completion and acceptance of the contract 
work and “final settlement” (based upon withholding the value of the 
deficiencies). Under the proposed amendment, such suppliers will 
not have lost most or all of the protection intended by the Miller Act 
but will receive full protection for 1 year after furnishing labor or 
material. 

While the savings which may be anticipated will not be great in 
comparison with other costs of Government, they undoubtedly will 
be material, when both our expenses and those agencies having charge 
of contracts are taken into consideration. We trust, therefore, that 
the Congress will agree that the simplification of procedures and 
attendant savings for both Government and the public make this 
suggestion worthy of serious consideration and adoption. 

Sincerely yours, 


JosePH CAMPBELL, 
Comptroller General of the United States. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing ee proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


(49 Stat. 793, 40 U.S.C. 270a-e) 


Suc. 2. (a) * * * 

(b) Every suit instituted under this section shall be brought in 
the name of the United States for the use of the person suing, in the 
United States District Court for any district in which the contract was 
to be performed and executed and not elsewhere, irrespective of the 
amount in controversy in such suit, but no suit shall be commenced 
after the expiration of one year after the [date of final settlement of 
such contract] day on which the last of the labor was performed or 
material was supplied by him. The United States shall not be liable 
for the payment of any costs or expenses of any such suit. 

Sec. 3. The Comptroller General is authorized and directed to 
furnish, to any person making application therefor who submits an 
affidavit that he has supplied labor or materials for such work and 
payment therefor has not been made or that he is being sued on any 
such bond, a certified copy of such bond and the contract for which it 
was given, which copy shall be prima facie evidence of the contents, 
execution, and delivery of the original [, and, in case final settlement 
of such contract has been made, a vertified statement of the date of 
such settlement which shall be conclusive as to such date upon the 
parties]. Applicants shall pay for such certified copies [and certified 
statements] such fees as the Comptroller General fixes to cover the 
cost of preparation thereof. 
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RELATING TO MAINTENANCE AND TRAVEL EXPENSES 
OF JUDGES 


JULY 21, 1959.—Ordered to be printed 


Mr. Eastuanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H.R. 2909] 


The Committee on the Judiciary, to which was referred the bill 
(H.R. 2909) relating to the maintenance and travel expenses of judges, 
having considered the same, reports favorably thereon with an amend- 
ment in the nature of a substitute and recommends that the bill, as 
amended, do pass. 

AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That the first paragraph of section 456 of title 28, United States Code, is 
amended to read as follows: 

“Each Justice or judge of the United States and each retired Justice or judge 
recalled or designated and assigned to active duty, while attending court or 
transacting official business at a place other than his official station, shall, upon 
his certificate, be paid by the Director of the Administrative Office of the United 
States Courts all necessary traveling expenses, and also a per diem allowance in 
lieu of actual expenses of subsistence (as defined in the Travel Expense Act of 
1949, as amended, 63 Stat. 166; 5 U.S.C. 835) at the per diem rate provided for 
by the Travel Expense Act of 1949, as amended, or, in accordance with regula- 
tions prescribed by the Director of the Administrative Office of the United States 
Courts with the approval of the Judicial Conference of the United States, reim- 
bursement for his actual expenses of subsistence not in excess of the maximum 
amount fixed by the Travel Expense Act of 1949, as amended.” 


PURPOSE OF AMENDMENT 


The purpose of the proposed amendment is to bring justices and 
judges of the United States within the provisions of the Travel Expense 
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Act of 1949, as amended. The amendment will allow the Justices 
and judges to continue under the Travel Expense Act of 1949, as 
amended, whereas, H.R. 2909 as passed by the House would require 
amendment, insofar as justices and judges are concerned, in the event 
that the Travel Expense Act of 1949, should subsequently be 
amended. 

PURPOSE 


The purpose of the proposed legislation, as amended, is to increase 
to $25 per day the maximum amount for which justices and judges of 
the United States may be reimbursed for their reasonable maintenance 
expenses actually incurred while attending court or transacting 
official business at places other than their official stations. 


STATEMENT 


This legislation, as amended, is recommended for favorable con- 
sideration by the Judicial Conference of the United States, and the 
Department of Justice also strongly urges enactment of the legislation. 
The amendment to the bill as set forth above is in accordance with the 
recommendations of the Judicial Conference of the United States and 
is intended to be in the nature of a perfecting amendment in order that, 
as heretofore stated, justices and judges shall clearly come within the 
provisions of the Travel Expense Act of 1949, as amended, in the same 
manner as do all other employees of the Government. 

The justification for this legislation is found in House Report No. 
72 on H.R. 2909, and is as follows: 


LEGISLATIVE HISTORY 


In the 85th Congress the bill, H.R. 3369, passed the House 
in an amended form identical to this bill, H.R. 2909, on 
August 12, 1958. A hearing was held on the proposal in the 
85th Congress and the bill was reported amended by the 
Committee on the Judiciary in House Report No. 2516, 85th 
Congress, 2d session. 


THE NEED FOR THE LEGISLATION 


It is common knowledge that many of the calendars in the 
Federal courts throughout the Nation are seriously con- 
ested, so that there is considerable delay in disposing of the 
itigation. This situation, in turn, causes a denial of justice 
to the litigants and in many instances the delay causes finan- 
cial hardships on the parties involved. 

Typical of this situation are 13 districts having purely 
Federal jurisdiction where, in 1957, the number of private 
cases filed per judge exceeded 200. There are also 31 other 
districts, where it was less than 100, the national average 
151 such cases per judge. These figures are indicative of 
the problem which confronts the courts today. The records 
of the Administrative Office of the U.S. Courts indicate that 
the dockets of the courts in the metropolitan areas are the 
ones which are most congested. In other areas where the 
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dockets are more or less up to date, the judges of those courts 
would be eligible to serve outside their districts in those 
particular courts where additional judicial manpower is 
needed to relieve the congestion. This is true not only of 
active judges but also of those judges who have retired but 
are willing to undertake additional judicial work. 

A hearing on this proposal, however, indicates that many 
of the judges, both active and retired, are reluctant to serve 
outside of their districts or circuits because experience has 
proven to them that to reside temporarily in these metro- 
politan areas results in out-of-pocket expenses over and above 
the reimbursement which the law now permits them to 
receive; namely, $15 per day for subsistence. 

Thus, the opinion of this committee is that by raising the 
maximum allowance to $25 per day for expenses actually 
incurred, many of these judges will be willing to travel to 
these congested metropolitan areas and assist in alleviating 
the court congestion there. 


COST 


The estimated additional cost of this legislation, as sub- 
mitted by the budget and accounting officer of the Adminis- 
trative Office of the U.S. Courts, is between $50,000 and 
$75,000 a year. A copy of a memorandum on the estimated 
cost is attached hereto and made a part of this report. 


GENERAL STATEMENT 


It should be kept in mind, however, that the proposal fixes 
the maximum at $25 a day for expenses actually incurred. 
At the same time, it would permit a judge, while away from 
his official] station on official business, to accept in Tieu of 
actual expenses a per diem allowance of $12 per day for 
subsistence, as defined in the Travel Expense Act of 1949 
(5 U.S.C. 835). 

The budget and accounting officer of the Administrative 
Office of the U.S. Courts has informed the committee that 
his study of the vouchers submitted by Federal judges, while 
away from their official stations for a period ending August 
1957, demonstrated conclusively that the maximum reim- 
bursement of $15 a day is not made use of by the judges 
except when the judge is away overnight from his official 
station. Those statistics indicated that actually only 36 
percent of the days were days on which the judges claimed 
up to the maximum of $15, while the remaining 64 percent 
represented the amount of days on which the judges did not 
claim the maximum possible reimbursement. All reimburse- 
ment for official travel is made through the Administrative 
Office of the U.S. Courts. 

Testimony indicated that where a judge volunteers for 
duty outside of his circuit, it is usually for a rather lengthy 
period of time, which requires his living in a hotel for several 
days or more. It ia in these particular instances that the 
maximum allowance of $15 per day is insufficient. 
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It is a well-known fact that the cost of living has increased 
greatly in the past few years. For example, the Bureau of 
the Budget has informed the committee that in October of 
1957 the periodical, Sales Management, contained informa- 
tion with respect to the cost of hotel accommodations and 
meals, which report was based upon information from ap- 

roximately 200 firms. This article indicated the cost of 
Eade meals, local transportation, and incidentals average 
$18.02 per day in the larger cities of over 100,000 population 
and $15.05 in smaller cities. The act of August 8, 1956 (67 
Stat. 488; 28 U.S.C. 456), increased the limit of reimburse- 
ment maintenance from $10 to $15 a day. 

Attached hereto as a part of this report is a schedule of 
hotel rates in typical cities throughout the Nation. 

The Judicial Conference of the United States has specif- 
ically approved H.R. 2909. Your committee has also been 
informed that the Attorney General of the United States has 
recommended this increased maximum allowance. A copy 
of a letter from the Deputy Attorney General to the chair- 
man of the Judiciary Committee of the U.S. Senate is at- 
tached hereto and made a part of this report. 

Also attached hereto as a part of this report is a letter 
dated March 26, 1957, from the Administrative Office of the 
U.S. Courts recommending increase to a $25 per day maxi- 
mum. Similarly attached and made a part of this report is 
a communication from the Bureau of the Budget regarding 
this legislation. 


The committee notes that there is a change in the basic allowances 
for maintenance and travel expenses of judges in this legislation. 
Under present law, judges are allowed actual expenses of subsistence 
not to exceed $15 per day. Under the proposed legislation, judges 
would be allowed a per diem of $12 per day and, upon a showing of 
actual expenses incurred, the sum could be increased to cover such 
actual expenses, not to exceed $25. These are the sums presently 
provided for in the Travel Expense Act of 1949, as amended. The 
application of the Travel Expense Act of 1949, as amended, will thus 
be uniform throughout the entire Government including the judiciary. 

The committee believes that this legislation is meritorious and that 
it would increase the efficiency of the Federal judiciary in that the 
present judges would be able to help with the workload in districts 
and circuits other than their own without having to do so at their 
own expense. The dockets and calendars throughout many districts 
of the United States are in such a congested state as to require the 
assistance of judges less burdened with work. We can only expect 
those judges to undertake this additional work and do it in the man- 
ner in which it should be accomplished by trying, insofar as possible, 
to save them free and clear of personal expenses to themselves. It 
is felt that in the interest of justice the maximum allowance of $25 
per day for expenses actually incurred should be paid to them. 

It is believed that the proposed legislation, particularly as it is in 
accord with the law in respect to other Government personnel is fair 
and equitable. The committee, therefore, recommends that te bill, 
H.R. 2909, as amended, be considered favorably. 


RELATING TO MAINTENANCE AND TRAVEL EXPENSES OF JUDGES 5 


ADMINISTRATIVE OFFICE 
or THE U.S. Courts, 
Washington, D.C., October 18, 1957. 
Memorandum for Mr. E tts: 

Pursuant to your request we conducted a survey of maintenance 
expenses paid to judges while in a travel status over a period of 20 
months ending with August 1957 (the vouchers for this period were 
readily available). During the 20-month period there was paid the 
total amount of $310,965 for 24,464 days of travel, or an average of 
$12.71 per day. The maximum of $15 per day was claimed for 
approximately 36 percent of the days int the average amount per 
day for the remaining 64 percent was $11.22. Over the period studied 
the percentage of days for which the maximum amount was claimed 
increased steadily from 28 percent to a little more than 50 percent. 

Actual payments for the fiscal year 1957 for maintenance expenses 
of judges amounted to $190,000 for 15,170 days, or an average of 
$12.52 per day. It is estimated that similar payments to judges 
during the fiscal year 1958 will approximate $200,000 for an esti- 
mated 15,975 days. If it were assumed that $15 per day would be 
claimed for 50 percent of the days (7,987) the payment in dollars 
would be $119,805. If it is further assumed that the same number 
of days (7,987) were charged at $25 per day the increase would be 
67 percent, or roughly $80,000. The higher cost (167 percent of 
$119,805) when added to the amount paid for maintenance expenses 
claimed at less than $15 per day would approximate $280,000. 

Estimating the costs in the manner stated above will undoubtedly 
produce an outside estimate of the increase, but with a higher maxi- 
mum amount available the average of $11.22 per day over the last 
20 months will increase slightly to offset the outside estimate of 
increases from old to new maximum. Actually, it is believed that 
the additional cost of raising the maximum subsistence allowance to 
$25 per day will be somewhat less than the estimate of $80,000. I 
should say that the cost will be between $50,000 and $75,000 a year. 


JoHN Brown, 
Budget and Accounting Officer. 
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Alphabetical list of hotel single-room rates in typical cities of the United States (all 
rates given are ‘‘and up’’) 




































































Lowest Medium Highest 
City 
Hotel Cost Cost Hotel Cost 
Albany, N.Y-.......... Capital __... $2.00 | Sheraton Ten $5.85 | Town House $8. 00 
Eyck. Motor. 
Sante, GS: ........... Frances. .... 2.00 | Peachtree Manor..| 4.00 | Henry Grady_-... 5. 50 
Baltimore, Md--......-. Mount 3.00 | Southern........-. 5.00 | Sheraton Belve- 6.85 
Royal dere. 
Boston, Mass..........- Minerva....| 3.00 | Sherry Biltmore-_-- 5.00 | Ritz Carlton__.... 9. 00 
Buffalo, N.Y. ......<.. Graystone...| 2.50 | Markeen.......... 4.00 | Statler.«....-..... 6.00 
Charleston, §.C._......| Charleston_. 2.75 | Fort Sumter_--_... 4.00 | Francis Marion__. 5.00 
Chicago, Ill............. Pinegate....| 2.50 | Conrad Hilton....| 6.00 Aasbesmedes East 13. 50 
and West. 
Cincinnati, Ohio_....... Cincin- 3.00 | Netherland Plaza- 5.00 | Town Center 7. 50 
natian. Motel. 
Cleveland, Ohio........ Olmstead...| 3.75 | Manger........... 5.00 | Parkbrook---..... 7.00 
Doles; Titi. ssh sksce Mayfair.....| 250 | Lymn_............ 4.50 | Statler Hilton..... 7.00 
Denver, Colo........... Auditorium.| 2.50 | Oxford............ 4.00 | Brown Palace... 7. 50 
Des Moines, Iowa--....- 2.00 | Brown........... 4.00 | Commodore--.--..- 6. 00 
Detroit, Mich. _........ 2.50 | Detroit Leland....| 5.00 | Park Shelton_..... 6. 50 
Grand Rapids, Mich... S00 T Wee ao eccnsnte 5.50 | Wequetonsing--.. 12.00 
Hartford, Conn......... 3:00 1) Reed . isc 5.00 | Statler._.......... 6. 50 
Houston, Tex........... 2.00 | Texas State.._.... 3.50 | Shamrock Hilton.- 6.00 
Indianapolis, Ind_- 2.00 | Continental. 4.50 | Cl 7.00 
Jacksonville, Fla... 2.50 | Ambassador. 4, 25 5.00 
Kansas City, Mo-.. 1.50 | Phillips.... 5. 50 7. 50 
Los Angeles, Calif. 1. 50 | Statler__. 6. 50 12. 50 
Little Rock, Ark 3.50 | Sam Peck 4.00 4.25 
Louisville, Ky... 2.00 | Puritan_....... -| 4.50 5. 50 
Memphis, Tenn. Ambassador.| 2.00 | George Vincent...| 3.00 | King Cotton 4.75 
DENG FOR nchennncnen Tamiami_...| 4.00 | Miami Airways...| 8.00 —— Spring 16.00 
as, 
Milwaukee, Wis........ Republican.| 2.00 | Wisconsin......... 4.50 | Plankinton House. 6.00 
Montgomery, Ala...... Eschange_..} 3.50 | Greystone......... 3.75 | Whiteley Hotel-_-- 4.50 
Newark, N.J__.........| Parkhurst... 2.50 | Cariton........... 4.00 | Robert Treat __... 5. 50 
New Haven, Conn._-.... Tih caccnqusl SOG | Gree ancencucee 5.50 | New Haven_-_-.... 7.50 
Motor Court. 
New Orleans, La_...... LaSalle_....} 3.00 | Monteleone....... 5.00 | Pontchartrain_.... 7. 50 
New York, N.Y-~.....-.- ae 2.50 | Bedford........... 7.00 | Carlyle._......... 16.00 
all 
Omaha, Nebr-..........- EPOR. wocceu BUS Pf PWS iy ces Se cenke 3.50 | Blackstone.......- 6.00 
Philadelphia, Pa........ St. James... 4.75 Spans 6.00 | Barclay_...-...... 9.00 
Franklin. 
Pittsburgh, Pa__.......| Penn Shady_| 3.50 | Roosevelt......... 5.00 | Scheniey Park_--. 7.00 
Providence, R. I_....... Mobhican....| 2.00.) Narragansett....-. 4.00 | Wayland Manor... 8.00 
Portland, Maine_....... Falmouth...| 2.75 | Lafayette........- 3.75 | Eastland_...-..... 4.20 
Richmond, Va.......... Capitol __... 2.50 | Jefferson. ......... 4.00 | John Marshall. ... 5.00 
Rochester, N.Y--....... Claridge....| 2.00 | Cadillac........... 4.25 | Treadway Inn_... 8. 50 
St. Paul, Minn_____-__- Angus _-_.... BORE GON... .crcdaiddnss 3.80 | St. Paul. ......... 5.00 
Salt Lake City, Utah...| Miles__.....] 2.00 | Temple Square....| 4.00 | Utah__............ 6. 00 
San Diego, Calif._...... New Palace. 2.80 + El Cortez. ........ 6.50 | Del Coronado-....- 18. 00 
San Francisco, Calif....| Roosevelt...| 3.50 | St. Francis.......- 8.00 | Fairmont ......... 10. 50 
Seattle, Wash........... Commodore 2.00 | Edmond Meany-.- 4.50 | Olympic. -......... 6. 50 
Wemn; GI: oc nciadiccs Thos. Jeffer- 2.50 | Bayshore Royal...| 4.00 | Hillsboro.......... 5.00 
son. 
Tremét, NT. cccccnun Leonard_...| 2.50 | Trent Motel......| 4.00 | Stacy Trent....... 5.85 
Wat, AS. . caccsinca Congress....| 4.00 | Pioneer..-........ 10.00 | Arizona Inn___.... 24. 00 
ee  cnosnmonaed Trimble__... OD Ts on astenamenen 4.50 | Western Village... 7.00 
Washington, D.C_.....-. Plaza__.....| 3.00 | Commodore_-....- 4.50 | Sheraton Carlton_- 8.00 
OO FO. 2 in nnnnnain Kasablanca. 5.00 | Condado Beach...| 7.00 | Conrad Hilton.... 9.00 
BE, FRG FEF. nd cccle cece cedscnccdlncsbiaudladdaangeuvsbie datudiielcuddighdacsth weabbeactenlsdboseuy 
obe, satin cae Blaisdell....| 3.00 | Halekulani_-__...-- 6.00 | Royal Hawaiian...; 12.00 
Alaska! 





1 No prices quoted. 


Apri 30, 1958. 


Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 3656) to amend 
section 456 of title 28, United States Code, with respect to traveling 
expenses of justices and judges. 
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Section 456 of title 28, United States Code, provides that each 
justice and judge of the United States shall be paid all necessary 
traveling expenses, and also maintenance expenses not exceeding 
$15 per day, while attending court or transacting official business at 
a place other than his official station. 

It may be pointed out that the bill is substantially in accord with 
the act of June 27, 1956 (70 Stat. 360; sec. 68b, title 2, U.S.C.), which 
provides as follows: 

‘“‘No part of the appropriations made under the heading ‘Contingent 
expenses of the Senate’ hereafter may be expended for per diem and 
subsistence expenses (as defined in the Travel Expense Act of 1949, 
as amended) at rates in excess of $12 per day; except that (1) higher 
rates may be established by the Committee on Rules and Administra- 
tion for travel beyond the limits of the continental United States, 
and (2) in accordance with regulations prescribed by the Committee 
on Rules and Administration of the Senate, reimbursement for such 
expenses may be made on an actual expense basis of not to exceed 
$25 per day in the case of travel within the continental limits of the 
United States.” 

It will be noted that the bill establishes a per diem of $12 with the 
exception that in accordance with regulations prescribed by the 
Director of the Administrative Office of U.S. Courts approved by the 
Judicial Conference of the United States reimbursement of actual 
expenses may be made not to exceed $25 per day. Likewise, the act 
of June 27, 1956, relating to Senators, as you will observe, provides for 
& maximum per diem of $12 with the exception that in accordance 
with regulations prescribed by the Committee on Rules and Admin- 
istration of the Senate subsistence expenses may be on an actual 
expense basis of not to exceed $25 per day. 

In this connection I also call attention to the regulations promul- 
gated in 1957 by the House Committee on House Administration with 
reference to consideration of resolutions which would authorize funds 
for conducting studies and investigations. On page 1 of this publica- 
tion I find the following: 

“Members of Congress, while traveling on official business for the 
House of Representatives, may receive their actual expenses when 
funds have been authorized for that purpose, provided an itemized 
statement of such expenses is attached to the voucher together with 
receipts therefor; or the Member may receive a per diem of $12 in 
lieu of actual expenses, in which case no itemized statement nor 
receipts need be filed.” 

Entirely aside from the need for this bill as a matter of fairness to 
the judges who are not fully reimbursed for their expenses while 
traveling, this bill is one of the most important measures before the 
Congress as a possible source of relief from court congestion. It 
will make judges in less busy districts more willing to serve in those 
which are congested. To be of value they must take at least a 30- 
day assignment and there are not many who can make the financial 
sacrifice of spending so long a period without full reimbursement for 
their expenses. 

The Department of Justice strongly urges enactment of the bill. 

Sincerely yours, 
Lawrence E. Watsa, 
Deputy Attorney General. 
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ADMINISTRATIVE OFFICE OF THE 


U.S. Courts, 
Washington, D.C., March 26, 1957. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 


Dear Mr. Cuairman: Supplementing Mr. Shafroth’s letter to you 
of February 27, I am writing to say that the Judicial Conference of the 
United States at its meeting held in Washington on March 14 and 15 
approved H.R. 3369 entitled “A bill relating to the maintenance and 
travel expenses of judges.” 

The purpose of this proposed legislation is to increase from $15 to 
$25 per day the maximum amount for which justices and judges of the 
United States may be reimbursed for their reasonable maintenance 
expenses actually incurred while attending court or transacting official 
business at places other than their official stations. 

The Conference acted upon a unanimous recommendation of the 
Committee on Court Administration. In submitting its reeommenda- 
tion to the Conference the committee stated: 

“The present maximum maintenance allowance of $15 is obviously 
inadequate in the metropolitan areas in view of the cost of hotel ac- 
commodations and meals. It is the opinion of your committee that 
the present low maximum maintenance allowance for judges creates 
a block in the assignment of judges within their circuits by chief 
a and without their circuits by the Chief Justice of the United 

tates.” 

I very much hope that this bill will be considered by your com- 
mittee at an early date. The Administrative Office stands ready to 
furnish any additional information with regard to the proposed legis- 
lation which the committee may desire. 

Sincerely yours, 
EvLMorE WHITEHURST, 
Acting Director. 





Executive Orrick OF THE PRESIDENT, 
BuREAU OF THE BupGeT, 


Washington, D.C., June 20, 1958. 
Hon. EMANvEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 


My Dear Mr. Curarrman: In response to your request of June 9, 
1958, there are enclosed two copies of the Standardized Government 
Travel Regulations effective August 1, 1956, and of an amendment of 
July 10, 1957, which were promulgated by the Director of the Bureau 
of the Budget under authority of title 5, United States Code, section 
840. The pertinent provision for per diem allowance in lieu of sub- 
sistence expenses is contained in section 6.1. 

The October 4, 1957, issue of the periodical, Sales Management, 
contained limited information with respect to costs of hotel accommo- 
dations and meals based upon reports from approximately 200 firms 
about equally divided between industrial and consumer goods estab- 
lishments. It is indicated that salesmen’s costs for housing, meals, 
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local transportation, and incidentals average $18.02 a day in larger 
cities (over 100,000 population) and $15.05 a day in smaller cities. 
We trust that the attached regulations and the information will be 
of assistance to your committee. 
Sincerely yours, 
Roger W. Jones, 
Assistant Director. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Section 456 or Titte 28, Unirep States Copr 


§ 456. Traveling expenses of justices and judges. 

[Each justice or judge of the United States and each retired justice 
or judge recalled or designated and assigned to active duty shall, upon 
his certificate, be paid by the Director of the Administrative Office 
of the United States Courts all necessary traveling expenses, and 
also his reasonable maintenance expenses actually incurred, not ex- 
ceeding $15 per day, while attending court or transacting official 
business at a place other than his official station. ] 

Each Justice or judge of the United States and each retired Justice or 
judge recalled or designated and assigned to active duty, while attending 
court or transacting oficial business at a place other than his official 
station, shall, upon his certificate, be paid by the Director of the Admin- 
istrative Office of the United States Courts all necessary traveling expenses, 
and also a per diem allowance in lieu of actual expenses of subsistence 
(as defined vn the Travel Expense Act of 1949, as amended, 68 Stat. 166; 
5 U.S.C. 835) at the per diem rate provided for by the Travel Expense 
Act of 1949, as amended, or, in accordance with regulations prescribed 
by the Director of the Administrative Office of the United States Courts 
with the approval of the Judicial Conference of the United States, reim- 
bursement for his actual expenses of subsistence not in excess of the maz- 
umum amount fixed by the Travel Expense Act of 1949, as amended. 

The official station of the Chief Justice of the United States, the 
Justices of the Supreme Court and the judges of the Court of Claims, 
the Court of Customs and Patent Appeals, the United States Court 
of Appeals for the District of Columbia, and the United States Dis- 
trict Court for the District of Columbia, shall be the District of 
Columbia. 

The official station of the judges of the Customs Court shall be 
New York City. 

The official station of each circuit and district judge, including each 
district judge in the Territories and possessions, shall be that place 
where a district court is regularly held and at or near which the 
judge performs a substantial portion of his judicial work, which is 
nearest the place where he maintains an actual abode in which he 
customarily lives. 
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Each circuit judge and each district judge whose official station is 
not fixed expressly in the second paragraph of this section shal] upon 
his appointment and from time to time thereafter as his official 
station may change, notify the Director of the Administrative Office 
of the United States Courts in writing of his actual abode and his 
official station. 


O 
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SIMPLIFYING THE FILLING OF REFEREE IN 
BANKRUPTCY VACANCIES 


JuLy 21, 1959.—Ordered to be printed 


Mr. Eastuanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H.R. 4340] 


The Committee on the Judiciary, to which was referred the bill 
H.R. 4340) to amend sections 43 and 34 of the Bankruptcy Act (11 
S.C. 71, 62) to simplify the filling of referee vacancies, having con- 
sidered the same, reports favorably thereon, with amendments, and 
recommends that the bill, as amended, do pass. 


AMENDMENTS 


On page 1 in lines 5 and 6 strike the words “on the existing basis” 
and insert in lieu thereof the words “without any changes in the 
salary or arrangements”. 

On page 1 in line 8 strike the word “existing”. 

On page 2 in line 2 after the word “amended” insert the words “by 
striking the word ‘senior’ and inserting in the place thereof the word 
‘chief’ and”. 

PURPOSE OF THE AMENDMENTS 


The first two amendments are clarifying changes. 

The purpose of the third amendment is to conform subsection 34(a) 
of the Bankruptcy Act with subsection (a) of section 136 of title 28 
of the U.S. Code. 

The proposed amendments have been recommended by the Admin- 
istrative Office of the U.S. Courts. 
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PURPOSE 


The purpose of the proposed legislation, as amended, is to simplify 
the filling of vacancies in the office of referee in bankruptcy. 


STATEMENT 


The proposed legislation has been introduced at the request of the 
Judicial Conference of the United States. 

The Bankruptcy Act now provides that when a vacancy occurs in 
the office of a referee, the clerk of the district court shall notify the 
Director of the Administrative Office of the U.S. Courts, and that the 
Director shall recommend to the district judges, the councils, and the 
Judicial Conference of the United States whether a new appoint- 
ment should be made, and no such appointment shall be made until 
authorized by the Conference. 

The Judicial Conference of the United States is now composed of 
the Chief Justice of the United States, as Chairman, the chief judges 
of the 11 judicial circuits, the chief judge of the Court of Claims, and 
a district judge of each judicial circuit. 

The proposed legislation would permit a vacancy in the office of a 
referee to be filled, without any changes in the salary or arrange- 
ments, when recommended by the Director, the district judge or 
judges, and the circuit council that the office be continued, without 
recommendation to the Conference or its approval. 

The Judicial Conference of the United States at its meeting in 
September 1958, upon the recommendation of its Committee on Bank- 
ruptcy Administration, approved this proposed legislation. 

nder the present law if a vacancy arises when the Conference is 
not in session it is necessary to poll all the members by mail before 
filling a referee vacancy. This often takes from 6 to 12 weeks and 
auring that time a substantial backlog of cases may accumulate in 
the referee’s office. 

The committee believes that the proposed legislation is meritorious 
and recommends it favorably. 

Attached and made a part of this report is a letter dated January 
28, 1959, from the Administrative Office of the U.S. Courts, and (2) a 
me dated May 26, 1959, from the Administrative Office of the U.S. 

ourts, 


ADMINISTRATIVE OFFICE OF THE U.S. Courts, 
Washington, D.C., January 28, 1959. 
Hon. Sam Raysourn, 
Speaker, House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: There is transmitted herewith, on behalf of 
the Judicial Conference of the United States, a bill to amend sub- 
division b of section 43 of the Bankruptcy Act (11 U.S.C. 71b) and 
subdivision a of section 34 of the Bankruptcy Act (11 U.S.C. 62a) to 
simplify the filling of vacancies in the office of referees in bankruptcy. 
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There is attached an explanation of these proposals. Representa- 
tives of this office will be glad to oo before the committee and to 
peeron any further information which may be desired concerning the 

ill. 
Respectfully, 
Warren Oxuney ITI, Director. 


EXPLANATION OF PROPOSED BILL TO AMEND SECTIONS 43B AND 34A OF THE 
BANKRUPTCY ACT (11 U.S.C. SECS. 71 AND 62) TO SIMPLIFY THE FILL- 
ING OF REFEREE IN BANKRUPTCY VACANCIES 


Section 48a of the Bankruptcy Act, in part, provides that when a 

vacancy occurs in the office of a referee, the clerk of the district court 

rr notify the Director of the Administrative Office of the U.S. 
ourts. 

Section 43b of the Bankruptcy Act provides that when the office of 
the referee is vacant, the Director shall recommend to the district 
judges, the councils and the Judicial Conference of the United States 
whether a new appointment should be made, and no such appoint- 
ment shall be made until authorized by the Conference. 

As presently constituted, the Judicial Conference of the United 
States is composed of the Chief Justice of the United States, as Chair- 
man, the chief judges of the 11 judicial circuits, the chief judge of 
the Court of Claims, and a district judge of each judicial circuit (28 
U.S.C. 331). The Court of Claims was authorized to be represented 
on the Conference by the act of July 9, 1956, and the district was 
authorized to be represented by the act of August 28, 1957. 

The amendments proposed by the bill to section 43b of the Bank- 
ruptey Act and section 34a would permit a vacancy in the office of a 
referee to be filled when recommended by the Director, the district 
judge or judges, and the circuit council that the office be continued, on 
the existing basis, without recommendation to the Conference or its 
i a 

he Judicial Conference of the United States at its meeting in 
September 1958, upon the recommendation of its Committee on Bank- 
ruptcy Administration, approved this proposed legislation. 





ADMINISTRATIVE OrFIce Or THE U.S. Courts, 
Washington, D.C., May 26, 1959. 
Mr. Francis C. RoseNBERGER, 
Member of the Staff, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear Mr. Rosensercer: The purpose of this letter is to confirm m 
telephone conversation with you on May 22, 1959 concerning the bill, 
H.R. 4340, to amend sections 43 and 34 of the Bankruptcy Act (11 
U.S.C. 71, 62) to simplify the filling of referee vacancies, which is 
pending before the Senate Committee on the Judiciary for considera- 
tion and to ask that certain clarifying and conforming changes be 
made in the bill. 











4 SIMPLIFYING THE FILLING OF REFEREE IN BANKRUPTCY 


Under the Bankruptcy Act, the Judicial Conference of the United 
States may from time to time, in the light of the recommendations of 
the councils, made after advising with the judges of their respective 
circuits and the Director, authorize the filling of vacant positions of 
referees, change the salary of referees as well as other arrangements 
for the referees such as the number of part-time or full-time referees, 
the territory to be served, the regular place of office or the places of 
holding court. 

Section 43a of the Bankruptcy Act, in part, provides that when a 
vacancy occurs in the office of a referee, the clerk of the district court 
oe notify the Director of the Administrative Office of the U.S. 

ourts. 

Section 43b of the Bankruptcy Act provides that when the office of 
the referee is vacant, the Director shall recommend to the district 
judges, the councils and the Judicial Conference of the United States 
whether a new appointment should be made, and no such appointment 
shall be made until authorized by the Conference. 

As presently constituted, the Judicial Conference of the United 
States is composed of the Chief Justice of the United States, as Chair- 
man, the chief judges of the 11 judicial circuits, the chief judge of 
the Court of Claims and a district judge of each judicial circuit (28 
U.S.C. 331). 

The amendments proposed by the bill as it passed the House would 
permit a vacancy in the office of a referee to be filled when recom- 
mended by the Director, the district judge or judges and the circuit 
council that the office be continued, on the existing basis; i.e., at the 
salary and other arrangements in effect at the time of the vacancy, 
without recommendation to the Conference or its approval. It would 
accomplish this by amending subdivision b of section 43 of the Bank- 
ruptcy Act and subdivision a of section 34 of the Bankruptcy Act. 

It is suggested that section 1 of the bill, H.R. 4340, as it passed the 
House be amended by striking the words “on the existing basis” 
appearing on page 1, in lines 5 and 6 and inserting in lieu thereof the 
words “without any changes in the salary or arrangements” and by 
striking the word “existing” on page 1, line 8. These are clarifying 
changes. 

It is also suggested that section 2 of the bill be amended by inserting 
after the word “amended” on page 2, line 2 the words “by striking the 
word ‘senior’ and inserting in the place thereof the word ‘chief’ and”. 
The purpose of this change is to conform subsection 34(a) of the 
Bankruptcy Act with subsection (a) of section 136 of title 28 of the 
United States Code as amended by Public Law 85-985 which now in 
part, provides that in each district having more than one judge the 
district judge in regular active service who is senior in commission 
and under 70 years of age shall be the chief judge of the district court. 

Attached is a copy of H.R. 4340 with sections 1 and 2 thereof 
amended in accordance with the amendments suggested herein. 

H.R. 4340 was introduced at the request of the Administrative 
Office on behalf of the Judicial Conference of the United States. The 
Conference approved the measure at its September 1958 meeting. 

With kind regards, I am 

Sincerely yours, 


Epwin L. Covey, 
Chief of Bankruptcy. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown 1n roman) : 


Section 43 or THE Bankruptcy Act 
ee (11 U.S.C. 71) 
a 


“(b) [Whenever the office of referee is vacant, the Director shall 
recommend to the district judges, the councils and the conference 
whether a new appointment should be made, and no such appointment 
shall be made until authorized by the conference.] A vacancy in the 
office of referee may be filled without any changes in the salary or ar- 
rangements upon the recommendations of the Director, the district 
judge or judges and the circuit council that the office be so continued. 
If a change in the salary or arrangements is recommended by the Di- 
rector, the district judge or judges or the circuit council, a vacancy 
shall not be filled until the conference has acted thereon.” 


“ 


Section 34 or THE Bankruptcy Acr 


(11 U.S.C. 62) 


“$ 34. Appointment, reappointment, and removal of referees—(a) 
Appointment. 


“* * * Upon the expiration of his term, a referee in bankruptcy 
shall continue to perform the duties of his office until his successor 
is appointed and qualifies providing the filling of the vacancy has 
been authorized [by the Conference] as provided in subdivision b of 
Section 43 of this Act.” 


Section 62 or THE BanKkruprcy Act 


(11 U.S.C. 62) 


§ 62. Appointment, reappointment, and removal of referees—(a) 
Appointment. 


The judges of the several courts of bankruptcy shall appoint ref- 
erees. Where there is more than one judge of a court of bankruptcy, 
or where the territory to be served by a referee includes territory 
in more than one judicial district, the appointment, whether an orig- 
inal appointment or a reappointment, shall be by the concurrence 
of a majority of all the judges of such court or of the courts of 
bankruptcy of such judicial districts, and where there is no such 
concurrence, then by the [senior] a judge. Except as otherwise 
provided in section 65 of this title, each appointment and reappoint- 
ment shall be for a term of six years. Upon the expiration of his term, 
a referee in bankruptcy shall continue to perform the duties of his 
office until his successor is appointed and qualifies provided the filling 
of the vacancy has been authorized [by the Conference] as provided 
in subdivision (b) of section 71 of this title.” 


O 
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ENCOURAGE AND STIMULATE THE PRODUCTION AND 
CONSERVATION OF COAL 


JuLy 22, 1959.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H.R. 6596] 


The Senate Committee on Interior and Insular Affairs, to whom 
was referred the bill, H.R. 6596, to encourage and stimulate the pro- 
duction and conservation of coal in the United States through research 
and development by creating a Coal Research and Development Com- 
mission, and for other purposes, having considered the same, report 
favorably thereon with amendments and recommend that the bill, as 
amended, do pass. 

COMMITTEE AMENDMENTS 


The committee adopted four amendments as follow: 

(1) Section 3 was amended by striking the words “‘as an independent 
agency in the executive branch’’, making section 3(a) read, ‘“There is 
hereby created a Coal Research and Development Commission”’, etc. 

(2) In section 3 the sentence, ‘“The Commission shall be located for 
administrative purposes in the Department of the Interior’, was 
added. The purpose of this amendment is to give the Commission a 
home and to provide it with housekeeping facilities. It is in nowise 
intended that the Department of the Interior shall exercise any con- 
trol over activities of the Commission but rather that it shall, if 
requested by the Commission, provide it with maar? and personnel 
services and facilities. There is adequate precedent for such action, 
notably the Court of Military Appeals which by statute is “located 
for administrative purposes in the Department of Defense” (art. 67, 
Uniform Code of Military Justice; 10 U.S.C. 867). 

(3) Subsections (b) and (c) of section 6 were amended by striking 
out all of the House of Representatives language and inserting in lieu 
thereof an amendment to the first section of the act of August 1, 
1947 (Public Law 313, 80th Cong.), which adds to that act authority 
for the Coal Research and Development Commission to establish and 
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fix the compensation for not more than 11 scientific or professional 
positions in the Commission, one of which shall be designated as 
Research Director. 

This amendment was suggested by the House Post Office and Civil 
Service Committee so as to bring the establishment and fixing of 
compensation for scientific and professional positions called for by the 
bill within the purview of Public Law 313, 80th Congress, rather than 
to spell out in the bill the rates of compensation so as to conform with 
the usual practice in such matters. 

This amendment is perfecting in nature and does not alter the 
substance of the bill as passed by the House. 

(4) Section 7 was amended so as to provide that the Commission 
shall submit its annual reports to ‘“‘the Secretary of the Interior for 
transmittal to” the President and the Congress. 

It was deemed desirable to adopt this latter amendment in view of 
the fact that the committee was also providing that the Commission 
shall be located for administrative purposes in the Department of the 
Interior. 

SUMMARY OF H.R. 6596 


H.R. 6596 creates a new independent agency to be known as the 
Coal Research and Development Commission. The Commission will 
consist of three members appointed by the President with the advice 
and consent of the Senate for 3-year terms. 

The salaries of the Chairman ($20,500 per year) and the Commis- 
sioners ($20,000 per year) would be established by the addition of 
these positions to those provided for in the Federal Executive Pay 


Act of 1956 (70 Stat. 736). The principal office of the Commission 
would be in the District of Columbia. The Commissioners would be 
selected from persons experienced in industrial-type research activities. 
The Commissioners must give their full time to the work of the Com- 
mission, and they and their employees may have no financial interest 
in any firm engaged in coal mining or related or competitive business. 

The Commission would be directed to carry out a research program 
to (1) develop new and more effective uses for coal, (2) improve and 
expand existing uses for coal, (3) reduce the cost of coal production 
and distribution, and (4) emphasize those developments in uses for 
coal of particular value to small coal producers. The Commission 
would be authorized to (1) conduct research projects, (2) contract for, 
sponsor, cosponsor, and promote the coordination of research projects 
carried out by others, and (3) collect and promote the coordination 
of all available coal research information. The Commission would be 
prohibited from conducting research projects itself unless it is unable 
reasonably to contract or otherwise provide for such research by 
others. No research would be undertaken or conducted unless all of 
ae serene developed therein would become available to the 
public. 

Cooperation to the fullest extent possible with all other research 
agencies, governmental and nongovernmental, is directed, duplication 
of research by the Commission is prohibited, and consultation on pro- 
posed projects is required. 

The Commission is authorized to create advisory committees to as- 
sist it. Before doing so, it must seek the advice of other agencies of 
the Government, viz, the Department of Justice, the Federal Trade 
Commission, and the Small Business Administration. Criteria con- 
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cerning geographic distribution of members, provision of a cross sec- 
tion of the industry, avoidance of dual representation from individu- 
ally controlled firms, conduct of meetings, and copies of minutes are 
set out in the bill. The advisory board members appointed from 
private life would receive $50 per diem. 

The Commission’s employees generally would be appointed and 
paid in accordance with the civil service laws and the Classification 
Act of 1949, as amended. Not more than 11 scientific or professional 
positions could be excepted from the Classification Act, at salaries 
from $12,500 to $19,000. 

Reports would be submitted by the Commission through the Secre- 
tary of the Interior to the President and Congress semiannually. 

An appropriation of not more than $2 million is authorized by the 
bill for the fiscal year beginning July 1, 1959. Additional sums as 
needed for the following years are also authorized. 


SCOPE OF RESEARCH UNDER H.R. 6596 


The research and development program undertaken by the Com- 
mission under H.R. 6596 will be, for the most part, complementary 
to the research performed by the Bureau of Mines. The Commis- 
sion will not conduct any research which duplicates research being 
conducted by the Bureau of Mines or by any other agency of the 
Federal Government or of a State government. Moreover, the Com- 
mission itself will not conduct research projects unless it is unable to 
contract or otherwise provide for such research to be conducted by 
any other qualified organization. To the extent possible, the Com- 
mission will contract for, sponsor, cosponsor, and promote the coordi- 
nation of research projects conducted by industrial associations, 
educational institutions, qualified nonprofit organizations, and pri- 
vate consulting firms, and other departments, agencies, and independ- 
ent establishments of the Federal Renaninnk 

H.R. 6596 provides a coal research and development program 
which, if adequately financed and vigorously conducted, should pro- 
duce results which will substantially improve the economic position 
of the coal-mining industry at large and prove highly beneficial to 
consumers of coal, coal-mine workers, distressed coal-mining commu- 
nities, and to the general public. 

The committee calls attention to a list of 209 research possibilities 
for bituminous coal appearing on pages 69-81 of House Report No. 
1263. Many of those listed hold attractive short-range possibilities. 
Also of interest is Bureau of Mines Information Circular 7754, May 
1956, “Outlook and Research Possibilities for Bituminous Coal.” 
This publication lists 209 specific coal research project possibilities. 
The publication, after reviewing coal research projects underway in 
industry, institutions, and government agencies in 1955, states— 


Total annual research and development expenditures for 
coal are shown to exceed $17 million. This is, of course, a 
minimum amount, because some organizations may have 
been overlooked and eight of those contacted did not reply. 
* * * By way of comparison, 1953 research expenditures 
(according to the National Science Foundation) by the 
petroleum industry were $145.9 million; textile industries, 
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$280 million; rubber products, $53.6 million; and chemical 
industry, $361.1 million. 


In testimony before the Subcommittee on Mines and Mining, 
March 6, 1959, the Director of the Bureau of Mines indicated that 
some changes have occurred in coal research possibilities since Circular 
7754 was published, particularly along lines of the degassification of 
the deeper coal seams. The Director’s testimony was that. if an 
independent coal research commission is established, the Bureau of 
Mines would expect to carry on with its own coal research projects, 
perhaps on an increased scale, to utilize the facilities and personnel 
it has available to conduct a “fairly heavy schedule of research work.” 

H.R. 6596, as has already been pointed out, forbids the Coal 
Research and Development Commission to duplicate research being 
carried on by other agencies. The committee expects the Secretary 
of the Interior to see that the Bureau of Mines, on its part, does not 
attempt to duplicate the work of the Commission. Doubtless an 
amicable understanding on the precise lines to be pursued by each 
will be arrived at. In any event, the means of preventing duplication, 
if any threatens to take place, are available to the agencies to which 
both the Commission and the Bureau will be answerable—the Presi- 
dent and the Bureau of the Budget in the executive branch and the 
Interior and Insular Affairs Committees and the Appropriations Com- 
mittees in the legislative branch. 


NEED FOR THE LEGISLATION 


Very little of the coal research conducted by the U.S. Bureau of 
Mines has been directed toward assisting the coal-mining industry 
with its immediate or short-range research and development problems. 
The Bureau’s work on coal is largely concentrated in the area of 
long-range applied research. 

It may be noted from table 27, page 65, of the House committee’s 
report on the findings and recommendations of the Special Subcom- 
mittee on Coal Research (H. Rept. 1263), that approximately two- 
thirds of the coal research conducted by the Bureau of Mines has been 
and continues to be on long-range studies involving synthetic liquid 
and gaseous fuels. Much of the remaining one-third of the Bureau’s 
coal-research activities also involves long-range studies. The com- 
mittee notes from House Report No. 1263 that the investments in 
plant facilities and working capital required for the economic produc- 
tion of synthetic liquid and gaseous fuels will be so enormous that it 
is extremely unlikely that any independent coal-mining company in 
existence today would be financially able to undertake such a venture. 
Only a few of the largest producers may be able to participate as minor 
participants in such future undertakings. For this reason, it appears 
that little if any of the Bureau’s work on synthetic liquid and gaseous 
fuels will benefit the coal-mining industry at large. 

The committee notes, in this connection, that in 1955 there were 
approximately 4,000 bituminous and lignite coal producers operating 
7,856 mines in 26 States and Alaska, and there were some 800 pro- 
ducers of anthracite in Pennslvania with an undetermined number 
of operations. At least 98 percent of these producers are small- and 
medium-sized operators. 
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A strong, healthy, coal-mining industry is acknowledge to be essen- 
tial to the economic welfare and security of the United States. The 
Nation’s coal industry is not strong and healthy. Instead, our coal 
industry at large has fone been economically ill and highly vulnerable 
to economic recessions and the inroads of competitive fuels, including 
imported residual oil. It is because of the Bureau of Mines’ exclusion 
of research and development activities which would aid in promptly 
improving and strengthening an impoverished industry that the coal- 
mining industry at large has found it necessary to advocate and urge 
that an expanded coal research and development program designed 
to meet its needs be conducted by a new agency of the Federal Govern- 
ment separate and apart from the Bureau of Mines and the Depart- 
ment of the Interior. H.R. 6596, which has the support of the coal 
industry, is designed to meet this need. 

The committee also observes that within the coal-mining industry 
only the largest producers have the means to conduct coal utilization 
research on an effective scale. Since much of the research work car- 
ried on by such companies is for the purpose of gaining competitive 
advantages, the technical knowledge and benefits gained from such 
research activities ordinarily do not become available to others as 
they would if conducted by a Government agency. 

he financial condition of the coal-mining industry at large and its 
inability to finance and conduct effective research may be determined 
from table 12, page 34, of House Report No. 1263. From 1925 to 
1953, inclusive, the bituminous coal-mining industry experienced a 
net loss in 13 of the 27 years for which data were available. In 1953, 
1,572 corporations which produced an estimated 350 million tons of 
bituminous coal earned an average profit after Federal taxes of a little 
under 3% cents per ton or a total of $12,750,000. As a matter of fact, 
940 of these corporations reported no net income and showed a deficit 
of $31,192,000. The profit and loss position of the several thousand 
unincorporated producers is not compiled by the U.S. Bureau of In- 
ternal Revenue. However, it seems unlikely that the earnings records 
of such producers were better than those of the incorporated com- 
panies. 

The committee finds that the conclusions reached by the Special 
Subcommittee on Coal Research, as set forth in House Report No. 
1263, are still valid. The subcommittee concluded that— 


The coal resources of the United States represent a vast 
storehouse of mineral wealth that has barely been tapped. 
These resources should serve the Nation well for several 
centuries to come. 

The coal-mining industry, upon which the Nation is 
dependent for the extraction of this mineral wealth, has been 
impoverished and weakend by circumstances largely beyond 
its control. The coal industry, mine labor, and miaing com- 
munities have not recovered from the impact caused by the 
displacement of coal by oil and gas in several major fuel 
markets. Although the consumption of coal by the electric 
utility industry has partially offset the loss of large coal- 
consuming markets, economic ills continue to plague the 
coal-mining industry, widespread unemployment continues 
among onl miners, and economic dislocations experienced 
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by many coal-mining communities and areas have not been 
alleviated. 

The outlook for the existing coal industry as a whole, 
while appearing brighter, is clouded by uncertainties. Fore- 

casters predict a considerable increase in the demand for 
electric energy which, in turn, would result in the consump- 
tion of much larger amounts of coal by the electric utility 
industry. On the other hand, the Atomic Energy Com- 
mission is spending hundreds of millions of dollars on a large 
nuclear reactor program for the avowed purpose of develop- 
ing commercial reactors which will produce electricity more 
cheaply than coal-fired steam generating plants. 

The present and projected expansion of coal mining opera- 
tions owned and operated by large consumers of coal such 
as iron and steel and electric utility companies and by a 
number of the Nation’s iargest indpendent coal producers, 

lus the trend of consolidations and mergers among the 
fara coal companies, together with the continuing displace- 
ment of coal by oil and gas in certain markets, can be 
expected to have an adverse effect on much of the remainder 
of the coal-mining industry and to spell disaster for many 
coal producers over the short-term future unless new uses 
for coal are developed and/or means are found to regain a 
substantial portion of former markets lost to oil and gas— 
provided such new uses are of such a nature as would permit 
the average-size coal producer to participate as a supplier. 

The research opportunities for developing new and more 
effective uses for coal and for improving the competitive 

osition of coal in existing markets are virtually unlimited. 

xcellent possibilities exist for such accomplishments and for 
converting a weak and highly vulnerable coal industry into 
one that is strong and prosperous through a dynamic and 
greatly expanded short-range program of coal research and 
development. 

The amount of coal research conducted in the United 
States has been wholly inadequate to meet the needs of the 
coal mining industry and is very small in comparison to the 
amount undertaken by certain other large industries 
amounting to about $17 million in 1955 as against the $146 
million spent on research by the petroleum industry in 
1953 and the $361 million spent by the chemical industry in 
the same year. Unfortunately, the coal-mining industry is 
not in a position to undertake a coal research program of the 
magnitude required to meet its short-range needs and the 
Bureau of Mines, as a matter of policy, does not concentrate 
its coal research activities on efforts to solve the short-range 
problems of the industry. Most of the Bureau’s work on 
coal, which now amounts to about $5 million annually, is in 
the area of long-range research and is of such a nature that it 
appears unlikely the average coal producer will be benefited 
by it. 

An adequately financed coal research and development 
program, if so organized and directed as to concentrate 
intensive research efforts on promising short-range possibili- 
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ties for developing new and more effective uses for coal, for 
improving and expanding present uses, and for reducing the 
cost of coal production and distribution, could be expected 
to produce substantial results highly beneficial to the coal- 
mining industry, to consumers of coal, to coal-mine workers, 
to distressed coal-mining communities, and to the general 
public. The economy and security of the United States 
would be enhanced. Therefore, it would be in the national 
interest for the Federal Government to undertake the 
financing and management of such a program without delay. 


BACKGROUND 


In the 85th Congress this committee reported out and the Senate 
pereee S. 4248, and the House Interior Committee reported out 

.R. 9460, both of which called for the establishment of a Coal 
Research and Development Commission and both of which were 
similar in substance to H.R. 6596. S. 4248 and H.R. 9460, both of 
which reached the House Calendar late in the session, died there. 

The House committee, prior to reporting out H.R. 6596, held 
lengthy hearings on not only that bill but also on six other bills 
similar in general purpose but differing in means of accomplishment. 

The Senate Interior and Insular Affairs Committee held hearings 
on S. 49, identical to H.R. 6596, before that bill was amended by 
the House committee, and also on S. 1362 which would authorize the 
Secretary of the Interior, acting through the Bureau of Mines, to 
contract for coal research and authorize an appropriation of $20 
million to be used to carry out the purposes of the act for the fiscal 
year beginning July 1, 1959. 

After hearing and considering the testimony of industry witnesses 
and various Members of the Congress, it became the judgment of the 
committee that the objectives sought can best be attained by creatin 
a new Commission with the sole duty of conducting research in co 
and its wider utilization. 

Attention is called to the fact that the Director of the Bureau of 
Mines testified in favor of S. 1362 and urged that it be enacted 
rather than a bill creating a separate Coal Research and Development 
Commission. 

The Department of the Interior’s report on H.R. 6596 follows: 


U.S. DepaRTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., March 4, 1959. 
Hon. Wayne N. ASsPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. AspInatu: This responds to your request for the views 
of this Department on H.R. 3375, H.R. 3620, and H.R. 3687, bills 
to encourage and stimulate the production and conservation of coal 
in the United States through research and development by authorizing 
the Secretary of the Interior, acting through the Bureau of Mines, to 
contract for coal research and for other purposes; H.R. 104, H.R. 130, 
H.R. 791, H.R. 892, H.R. 950, H.R. 1179, H.R. 3621, H.R. 3639, and 
H.R. 3686, bills to enacourage and stimulate the production and con- 
servation of coal in the United States through research and develop- 
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ment by creating a Coal Research and Development Commission, and 
for other purposes; and H.R. 1047, a bill to create a National Coal 
Research and Development Commission. 

H.R. 3375, H.R. 3620, and H.R. 3687 direct the Secretary of the 
Interior, among other things, (1) to develop through research new and 
more efficient methods of mining, preparing, and utilizing coal, (2) to 
contract for, sponsor, cosponsor, and promote the coordination of 
research with recognized interested groups, and (3) to establish tech- 
nical advisory committees to assist him in a research program. It 
should be noted that this Department already has authority to con- 
duct research programs within the Bureau of Mines. It does not, 
however, have authority to contract for research projects. The 
remaining bills cited above would create as an independent agency in 
the executive branch a Coal Research and Development Commission 
with responsibility to formulate and execute an overall research pro- 
gram. Such Commission would have research authority similar to 
that which this Department either already has or would be provided 
by H.R. 3375, H.R. 3629, and H.R. 3687. 

This Department endorses the objectives of the proposed legisla- 
tion for encouraging and stimulating the production and conserva- 
tion of coal in the United States through research and development. 
However, it is the opinion of this Department that these objectives 
can be accomplished more effectively through greater utilization of 
existing Government organizations rather than by the creation of a 
new agency. Existing agencies provide for a more appropriate degree 
of control by the Congress ad the Executive over expenditure of 
Federal funds than is contemplated by the proposed creation of a 
commission. Furthermore it is doubtful whether an independent 
commission would be effective if divorced from the major executive 
department having the basic responsibility for research in this field. 
For these reasons, we are opposed to the creation of an independent 
commission. We favor the approach proposed by H.R. 3375, H.R. 
3620, and H.R. 3687. However, we recommend that the language 
“, acting through the Bureau of Mines”, which appears in the title and 
in lines 3 and 4 of page 1, be deleted to conform to the powers of 
delegation vested in the Secretary of the Interior by Reorganization 
Plan No. 3 of 1950 (64 Stat. 1262). 

The successful conclusion of research programs will undoubtedly 
result in improving the economic position of the coal industry. This 
Department is in accord with the proposition of assisting the coal 
industry through research, and, through its Bureau of Mines, does 
conduct substantial research on safety, production, utilization, and 
conservation of coal. 

Many projects, not presently under investigation, have been pro- 
posed for expansion of coal research activities both by government 
and nongovernment groups. There is no question but that much 
remains to be done in the field of coal research, and there is need for 
further development of new methods and equipment. To accomplish 
additional research activities, it is evident that additional Federal 
funds must be made available. This, in turn, implies a measure of 
strong Federal supervision of expenditures of such funds. 

It is the view of this Department, therefore, that the basic objective 
of the proposed legislation would be accomplished more economically 
and efficiently through the use of existing technical and administrative 





ENCOURAGE AND STIMULATE THE PRODUCTION OF COAL 9 


staffs with contracting authority provided by H.R. 3375, H.R. 3620, 
and H.R. 3687, if amended to vest this authority fully in the Secretary 
of the Interior. 

While we are advised by the Bureau of the Budget that there is no 
objection to the submission of this report to your committee, we are 
further advised that in the event of enactment that Bureau can make 
no commitment as to the submission of an estimate of appropriations 
for additional funds for coal research. 

Sincerely yours, 
Royce A. Harpy, 
Assistant Secretary of the Interior. 


The House committee in reporting H.R. 6596 made the following 
comments: 
DEPARTMENT REPORTS 


The‘committee received a ‘no comment” report from the 
Federal Trade Commission, which stated, however, that it 
would be pleased to advise the proposed Coal Research and 
Development Commission as to the creation of advisory 
committees. 

The Small Business Administration stated that the 
economic depression currently afflicting the coal-mining 
industry ‘‘is a small business tragedy.” The Administrator 
stated that he strongly favors the objective of the bills, de- 
ferring, however, to the views of the Secretary of the Interior 
concerning the organizational and administrative aspects. 

The Civil Service Commission offered no objection to the 
personnel provisions of H.R. 3686. The personnel provisions 
of H.R. 6596 are identical with those of H.R. 3686. 

The Department of Justice made no recommendations as 
to the enactment of this legislation but offered several 
amendments which were adopted by the committee. 

The Bureau of the Budget recommended against the 
establishment of an independent coal research and develop- 
ment commission. It also offered objections of a more 
detailed nature. All of these, except one, resulted in com- 
mittee amendments. The exception is the Bureau of the 
Budget’s objection to what it termed “overly rigid standards 
veers the utilization of advisory committees.” The 

ureau of the Budget did not specify the respects in which it 
believes these standards to be “overly rigid.” The com- 
mittee believes that the minimum standards expressed in 
section 5(d) will be satisfactory for the operation of the 
advisory committees and that close adherence to them will 
obviate criticism of the advisory committee’s operations on 
antitrust or other public policy grounds. 

The Department of the Interior endorses the general ob- 
jectives of H.R. 6596. However, the Department opposes 
the establishment of an independent Coal Research and 
Development Commission and suggest that the Secretary be 
authorized to conduct an apanitek research program. 
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APPROPRIATION AUTHORIZATION 


Section 8(a) of H.R. 6596 authorizes the appropriation of not more 
than $2 million to be used to carry out the purposes of the act 1or 
the first fiscal year beginning July 1, 1959. 

Subsection 8(b) authorizes the appropriation of such sums as may 
be necessary to carry out the purposes of the act for each fiscal year 
after June 30, 1960. 

The committee points out that it is impossible at this time to 
determine accurately the cost of the program. After the first year 
the annual cost will be governed by the need as determined by the 
Congress. However, the committee observes that in order to conduct 
special research and development projects effectively and economi- 
cally, and in order to obtain and retain highly qualified research 
personnel, appropriated funds should be made available on a con- 
tinuing basis from year to year. The continuity of such projects is 
imperative. 

COMMITTEE RECOMMENDATION 


The committee recommends the enactment of H.R. 6596, as 
amended. Action by the committee was unanimous. 


CHANGES IN EXISTING LAW 


In compliance with the Cordon rule (subsec. (4) of rule XXIX of 
the Standing Rules of the Senate), changes in existing law made by 
the bill, H.R. 6596, as reported, are shown as follows (existing law 
proposed to be repealed is enclosed in black brackets, additions to 
existing law are italicized): 


FeprerAt Executive Pay Act or 1956 (70 Strat. 736) 












* 





* * * * * * 





Sec. 105. The annual rate of basic compensation of each of the 
offices or positions listed in this section shall be $20,500. 
(1) Chairman, Civil Aeronautics Board. 

~ * * * * * * 


(32) Chairman, Coal Research and Development Commission. 
Sec. 106. (a) The annual rate of basic compensation of each of the 
offices or positions listed in this subsection shall be $20,000. 


* * * * * * * 


(45) Members of boards and commissions (excluding chairmen): 
Civil Aeronautics Board (4). 
United States Civil Service Commission (2). 
Council of Economic Advisers (2). 
Board of Directors of the Export-Import Bank of Washington (3). 
Federal Communications Commission (6). 
Federal Deposit Insurance Corporation (1). 
Board of Governors of the Federal Reserve System (6). 
Federal Maritime Board (2). 
Foreign Claims Settlement Commission of the United States (2). 
Federal Power Commission (4). 
Federal Trade Commission (4). 
Federal Home Loan Bank Board (2). 
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Interstate Commerce Commission (10). 

National Labor Relations Board (4). 

National Mediation Board (2). 

Railroad Retirement Beard (2). 

Renegotiation Board (4). 

Securities and Exchange Commission (4). 

Subversive Activities Control Board (4). 

Board of Directors of the Tennessee Valley Authority (2). 
United States Tariff Commission (5). 

Coal Research and Development Commission (2). 





Act or Auaust 1, 1947 (Pusiic Law 313, E1gutreta Conargss), 
As AMENDED 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) * * * 


* * * * * * * 


(i) The Coal Research and Development Commission is authorized 
to establish and fix the compensation for not more than eleven scientific 
or professional positions in the Commission, of which one shall be 
designated as Research Director, each such position being established 
to effectuate those research and development functions of the Commission 
(including scientific, technical, and economic research and the practical 
application of that research) which require the services of specially quali- 
fied personnel. 

O 

















Calendar No. 558 


86TH CONGRESS SENATE Report 
1st Session No. 560 





AMENDING SECTIONS 353 AND 354 OF THE IMMIGRATION 
AND NATIONALITY ACT 


JULY 22, 1959.—Ordered to be printed 


Mr. Easrianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany H.R. 3088) 


The Committee on the Judiciary, to which was referred the bill 
(H.R. 3088) to amend sections 353 and 354 of the Immigration and 
Nationality Act, having considered the same, reports favorably 
thereon without amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to amend certain provisions of sections 
353 ak 354 of the Immigration and Nationality Act (8 U.S.C. 1485 
and 1486), which specify the exemptions from the provisions of the 
act relating to the loss of U.S. citizenship by naturalized citizens. 


STATEMENT 


Under existing law (sec. 352 of the Immigration and Nationality 
Act, 8 U.S.C. 1484), automatic loss of U.S. citizenship occurs in the 
case of a naturalized citizen who establishes residence abroad— 

(1) For 3 years in a foreign state of which he was formerly a 
national or in which the place of his birth is situated; or 
(2) For 5 years in any other foreign state or states. 

There are several exemptions from this general rule, such as resi- 
dence abroad for the purpose of maintaining certain specified type of 
employment or for the purpose of pursuing a full course of study or 
for other reasons specified in sections 353 and 354 of the Immigration 
and Nationality Act (8 U.S.C. 1485 and 1486). 


34006 





















































AMENDING THE IMMIGRATION AND NATIONALITY ACT 


One of the exemptions from both the 3- and 5-year rule specified . 
in paragraph (7) of section 353 of the act applies to the spouse or 
child of an American citizen who is accompanying such citizen for the 
purpose of remaining with him while he has his residence abroad for 
reasons specified in the law. Section 1 of the instant bill will add to 
the exempted class the parent of a U.S. citizen residing abroad for 
such specified reasons. 

Among persons exempted from the automatic loss of citizenship 
pursuant to the 5-year rule are veterans of the Spanish-American 
War, World War I, and World War II (and their spouses, children, 
and dependent parents). The American Legion has for several years 
advocated the inclusion among the exempted class of the honorably 
discharged veterans who served during the Korean conflict. A reso- 
lution petitioning Congress to provide for such change in the law was 
passed by the national convention of the American Legion in 1957 and 
readopted by the national executive committee of the American Legion 
on April 29, 1959. Section 2 of this bill is designed to achieve this 
purpose, by revising section 354(1) of the act. 

Naturalized citizens of the United States, regardless of their age, 
who have had continuous residence in the United States for 25 years 
subsequent to their naturalization, are exempted from loss of citizen- 
ship under the 5-year rule of section 352(a)(2). No such exemption 
is provided if residence is established in the country of their birth or 
former nationality under the 3-year rule, unless they have attained 
60 years of age when such foreign residence is established (sec. 353 (3) 
of the Immigration and Nationality Act, 8 U.S.C. 1485). 

It is felt that the steadily increasing activities of American citizens 
abroad justify the reduction of the 25-year residence requirement to 15 
in the case of naturalized citizens subject to the 5-year rule. 

Similarly, it is felt that naturalized U.S. citizens who entered 
the United States in their early youth, prior to their sixth birthday, 
and thus spent their formative years in this country, should have all 
of their residence in the United States, prior to attaining 21 years of 
age, counted within that residential requirement which would exempt 
them from loss of U.S. citizenship. Section 3 of this bill provides 
for such an amendment of existing law, but limits its applicability to 
naturalized citizens who do not reside in the country of their birth or 
former nationality. 

The Departments of State and Justice have expressed their approval 
of the legislation. 

A letter dated April 23, 1959, to the chairman of the Committee 
on the Judiciary of the House of Representatives from the Assistant 
Secretary of State with reference to the bill, reads as follows: 


DEPARTMENT OF STATE, 
Washington, April 23, 1959. 
Re H.R. 3088. 






Hon. EMANvEL CELLER, 
Chairman, Committee on Judiciary, 
House of Representatives. 


Dear Mr. Cetuer: I refer to your letter of February 9, 1959, to 
the Secretary, and to my reply of February 11, 1959, relating to 
H.R. 3088, to amend sections 353 and 354 of the Immigration and 
Nationality Act. 
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Section 1 of the bill would amend section 353(7) of the Immigration 
and Nationality Act by providing that a dependent parent residing 
abroad with his American citizen son or daughter would be exempt 
from the provisions of section 352(a) to the same degree and under the 
same circumstances as the spouse or child of an American citizen is 
now exempt under paragraph (7). 

This amendment would be of assistance in a case where the de- 
pendent parent, a naturalized citizen, is residing abroad as a member 
of the American family but whose own activities are limited so as to 
preclude his case from consideration under an exemption to the 
automatic operation of section 352. The Department has in the past 
been obliged to hold loss of citizenship on a number of such cases. 

Section 2 of the bill would amend section 354(1) of the Immigration 
and Nationality Act by including within its provisions those who are 
veterans of the Korean conflict. The words “or World War II” 
occur but once in section 354(1), but the words “of World War IT’ 
occur at the end of the proviso. The Department suggests that the 
proposed amendment be added also to the provisio. 

Since the term ‘“‘veteran’”’ is defined in section 101(d)(1), the com- 
mittee may wish to amend that definition to conform to the proposed 
amendment to section 354(1). Section 101(d)(2), which defines the 
terms ‘Spanish-American War,” “World War I,” and ‘‘World War II” 
should probably be amended to include a definition of ‘‘the Korean 
hostilities.” If this is done, the wording of the proposed amendment 
to section 354(1) could be shortened. Amendment of section 354(1) 
to include veterans of the Korean hostilities would place such veterans 
on an even footing with veterans of other armed conflicts. 

Section 3 of the bill would amend section 354(5) of the Immigration 
and Nationality Act by decreasing from 25 years to 15 years the 
requirements for residence in the United States after naturalization. 
It would also introduce a new concept to nationality law, namely, of 
equating residence during minority with residence after naturalization. 
This provision would enable the Department to document a number 
of citizens whose cases are similar to some which in recent years have 
been the beneficiaries of private laws. 

The Department considers that enactment of H.R. 3088 would make 
ow the preservation of U.S. citizenship in a considerable num- 
per of cases involving naturalized citizens residing abroad, and would 
obviate the necessity for enactment of private bills for such persons. 

The Department has been informed tr the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Wituiam B. Macomser, Jr., 
Assistant Secretary 
(For the Secretary of State). 
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A letter dated April 23, 1959, to the chairman of the Committee on 
the Judiciary of the House of Representatives from the Deputy At- 
torney General with reference to the bill, reads as follows: 


DEPARTMENT OF JUSTICE, 
OFrFIcE OF THE Deputy ATTORNEY GENERAL, 
Washington, D.C., April 28, 1959. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 


Dear Mr. CuHarrMAN: This is in response to your request for the 
views of the Department of Justice concerning the bill (H.R. 3088) 
to amend sections 353 and 354 of the Immigration and Nationality 
Act. 

Existing law, paragraph (7) of section 353 of the Immigration and 
Nationality Act, provides exemption from expatriation by reason of 
residence abroad of a naturalized citizen who is the spouse or child 
of an American citizen and who has his residence abroad for the 
purpose of being with that American citizen spouse or child who in 
turn has his residence abroad for certain specified objects or causes. 
The bill would amend existing law to accord this exemption from 
expatriation to a parent of an American citizen. It also would pro- 
vide that the person accorded the exemption not only be residing 
abroad for the purpose of being with his American citizen relative 
but that he is dependent upon such American citizen relative ‘for 
support or otherwise.” 

The Department of Justice favors extension of the exemption from 
expatriation to a parent but doubts that the restriction relative to 
dependency “for support or otherwise” should be added. Further- 
more, this language would present serious problems of interpretation. 
It is the view of the Department that the main objective sought 
could better be accomplished by an amendment of paragraph (7) of 
section 353 of the Immigration and Nationality Act reading as follows: 

“(7) is the spouse or child of, or has a son or daughter who is, an 
American citizen, and who has his residence abroad for the purpose 
of being with his American citizen spouse, parent, or son or daughter 
who has his residence abroad for one of the objects or considerations 
specified in paragraph (1), (2), (3), (4), (5), or (6) of this section, o1 
paragraph (2) of section 354 of this title; or’’. 

It is recommended that the above language be substituted for that 
proposed in section 1 of the bill. 

xisting law, paragraph (1) of section 354 of the Immigration and 
Nationality Act, provides exemption from expatriation by reason of 
residence abroad of a naturalized citizen who is a veteran of the 
Spanish-American War, World War I, or World War II, and the 
spouse, child, and dependent parents of such veteran. Section 2 of 
the bill would extend this exemption to veterans of the Korean con- 
flict. The Department of Justice favors this amendment. 

Existing law, paragraph (5) of section 354 of the Immigration and 
Nationality Act, grants an exemption from expatriation resulting 
from 5 years’ continuous residence in any foreign country (sec. 
352(a)(2)) to a naturalized citizen who has had his residence in the 
United States for at least 25 years subsequent to his naturalization 
and prior to the establishment of his foreign residence. The bill 
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would reduce the necessary period of U.S. residence from 25 to 15 
years. In addition, it would give the same exemption to a naturalized 
citizen who was lawfully admitted to the United States for permanent 
residence before the age of 6 years and had his residence in the United 
States for 15 years thereafter. The Department of Justice has no 
objection to this proposed amendment. 

if amended as suggested herein, the Department of Justice would 
have no objection to the enactment of the bill. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely yours, 
Lawrence E. Watsa, 
Deputy Attorney General. 


The committee, after consideration of all the facts, is of the opinion 
that the bill (H.R. 3088) should be enacted. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, while 
existing law in which no change is proposed is shown in roman): 


Section 354(7) or THE IMMIGRATION AND NaTIONALITy AcT 


(7) is the spouse or child of, or has a son or daughter who is, an 
American citizen, and who has his residence abroad for the purpose 
of being with his American citizen spouse, [or] parent, or son or 
daughter, who has his residence abroad for one of the objects or 
[causes] considerations specified in paragraph (1), (2), (3), (4), (5), 
or (6) of this section, or paragraph (2) of section 354 of this title; or. 


Section 354(1) or THE IMMIGRATION AND NATIONALITY AcT 


(1) who is a veteran of the Spanish-American War, World War I, 
or World War II, or of the Korean hostilities (having served honorably 
in an active duty status in the military, air, or naval forces of the United 
States during a period beginning June 25, 1950 and ending July 1, 
1955), and the spouse, children, and dependent parents of such vet- 
eran whether such residence in the territory of a foreign state or states 
commenced before or after the effective date of this Act: Provided, 
That any such veteran who upon the date of the enactment of this 
Act has had his residence continuously in the territory of a foreign 
state of which he was formerly a national or in which the place of his 
birth is situated for three years or more, and who has retained his 
United States nationality solely by reason of the provisions of sec- 
tion 406(h) of the Nationality Act of 1940, shall not be subject to the 
provisions or requirements of section 352(a)(1) of this title: Provided 
further, That the provisions of section 404(c) of the Nationality Act 
of 1940, as amended, shall not be held to be or to have been applicable 
to veterans of World War II;. 
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Section 354(5) or THE IMMIGRATION AND NaTIONALITy AcT 


(5) who shall have his residence in the United States for not less 
than [twenty-five] fifteen years subsequent to his naturalization and 
prior to the establishment of his foreign residence [.] ; or who prior to 
attaining the age of twenty-one years, shall have had his residence in the 
United States for not less than fifteen years subsequent to his lawful 
admission for permanent residence. 
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APPOINTMENT OF REPRESENTATIVES 


Juty 22, 1959.—Ordered to be printed 


Mr. Keravuver, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany §8.J. Res. 39] 


The Committee on the Judiciary, to which was referred the resolu- 
tion (S.J. Res. 39) to amend the Constitution to authorize Governors 
to fill temporary vacancies in the House of Representatives, having 
considered the same, reports favorably thereon, without amendment, 
and recommends that the resolution do pass. 


PURPOSE 


The purpose of the proposed legislation is to amend the Constitu- 
tion to enable the executive authority of each State to make tem- 
porary appointments to fill vacancies in representation in the House 
of Representatives whenever such vacancies exceed half the authorized 
membership of that body. 


STATEMENT 


When the Constitution was drafted, the ability to destroy people 
on a mass basis by use of weapons of war had not been developed. 
It was, therefore, highly unlikely that the membership of the House 
of Representatives could be so decimated as to render that body 
incapable of exercising its constitutional functions. Indeed, the 
Founding Fathers had no basis on which to predicate any such 
assumption. 

Regrettably, this is not the situation today. The Federal Adminis- 
trator of Civil Defense has testified: 


Today, with the advent of the atomic bomb and similar 
devices, we know that vast areas can be devastated almost 
instantaneously. We also know that no system of defense is 
likely to be 100 percent effective. In other words, we realize 
that in any future war it is probable that the enemy would 
succeed in attacking our civilian communities. 
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This advance in the technique of destruction has necessitated a re- 
examination of the ability of our representative Government to func- 
tion in time of national disaster. A brief review establishes that 
continuity of the Executive authority is protected by the act of 
June 25, 1948 (ch. 644, sec. 1, 62 Stat. 672), regulating presidential 
succession. The judiciary could be reconstituted fairly readily by 
appointments by the Chief Executive. Any vacancies in the Senate 
could be temporarily filled by appointments by the Governors of the 
respective States. But in the House of Representatives, where reve- 
nue measures must originate, vacancies must be filled by special. 
elections, and such elections may require a minimum lapse of 60 days. 

Thus, as it stands today, the Constitution confers no authority on 
State Governors to appoint Members to the House of Representatives. 
This inability to provide for continuity of representation offers no 
insurmountable difficulty in ordinary times. But in periods of 
national emergency or disaster, it could well paralyze the functioning 
of representative government. As the Administrator of Civil Defense 
has observed: 


It would be difficult to overestimate the importance of 
Congress continuing to function in time of national emer- 
gency. The functions of the Congress become ever more 
important under such circumstances. The ability of the 
Congress to act swiftly is essential to the successful defense 
of the Nation. 


If a sufficient number of Representatives were killed by an atomic 
blast, through germ warfare, or in the course of violent attacks by 
irresponsible partisans, the House of Representatives would be com- 
pelled to function without a majority of its Members. In such an 
event, any Member might raise a point of order, suggesting the absence 
of a quorum. Precedents indicate that such a point of order would 
not be sustained. But, even so, it is likely that in such times exceed- 
ingly important legislation would be adopted and any disfranchise- 
font to a substantial portion of our Nation would represent a distinct 
Oss. 

It is true that the House of Representatives might, by amendment 
of its rules in advance, provide that a quorum should consist of a 
majority of the remaining Members whenever vacancies occur on a 
wholesale scale. Yet this change would not eliminate this danger 
entirely, for it is certainly possible that in an atomic attack, a suf- 
ficient number of Representatives would be incapacitated so that it 
might well prove incapable of mustering a quorum of the surviving 
Members. 

This does not necessarily mean chaos in this country, for the Chief 
Executive would undoubtedly step into the breach and act without 
legislative sanction in the nalenik neni as he perceived it at that 
time. However, there need be no departure from constitutional, 
representative government if precautionary steps are taken in advance 
of atomic catastrophe. This legislation represents such a precaution- 
ary step. It is not born of hysteria, but evolves from a desire to 
protect this Nation from undesirable consequences which may be 
occasioned by indifference to the dangers of the age in which we live. 

The subject matter of this resolution has been considered by the 
Committee on the Judiciary since the 81st Congress (S.J. Res. 145). 
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In the 82d Congress, public hearings were held on Senate Joint 
Resolution 59. In the 83d Congress, public hearings were held on 
Senate Joint Resolution 39, and this resolution passed the Senate by a 
vote of 70 to 1 on June 4, 1954. In the 84th Congress, public hearings 
were held on Senate Joint Resolution 8, and this resolution, as 
amended, passed the Senate by a vote of 76 to 3 on May 19, 1955. 
During the 85th Congress, Senate Joint Resolution 157 was intro- 
duced, but no action was taken on it. During the present Congress, 
Senators Kefauver and Dodd sponsored Senate Joint Resolution 39, 
which is identical in text with the resolution (S.J. Res. 8) which passed 
the Senate in the 84th Congress. On March 9, 1959, the Standing 
Subcommittee on Constitutional Amendments, to which the resolution 
had been referred, decided that no further hearings were necessary and 
voted unanimously to recommend to the Committee on the Judiciary 
that it report the resolution favorably and without amendment. 

The text of the resolution contains no reference to a disaster. 
Certain problems arise if the power may be invoked only when there is 
a disaster which causes a given number of vacancies. For instance, 
the question quickly arises as to what officer of government is to pro- 
claim the disaster and how he is to determine which of the vacancies 
were caused by the disaster. Those problems are not presented here, 
for under this resolution the power which would be vested in the 
executive authority of each State is not predicated on any certification 
or proclamation. It is brought into being by an ascertainable fact, 
namely, the existence of 219 vacancies in the House of Representatives. 
In this manner, the amendment avoids the complications inherent in a 
proposal which requires that the vacancies must be caused by, or be 
the result of, a disaster. Yet there is no likelihood of abuse of this 

rivilege for the very evidence of so many vacancies in the House of 

epresentatives presupposes a disaster. Another complication which 
this concept avoids, and which must be reckoned with if the vacancies 
must be occasioned by a disaster, is the probability that appointments 
could not be made to fill vacancies created by natural causes either 
before or after the catastrophe. 

The number of vacancies required by the amendment is substantial. 
The reason for this is apparent: there being no reference to a disaster 
the committee wanted to be sure that utilization of this authority 
would be sufficiently restricted, so that it would remain an emergency 
measure for the preservation and continuity of representative govern- 
ment. The maintenance of a large number of vacancies as a pre- 
requisite to the use of the power constitutes insurance that it will 
be used only in the event of a disaster. 

The committee desires to stress that these appointments will be 
temporary appointments. Article I, section 2, of the Constitution 
requires that a Governor issue writs of election when vacancies occur 
in the representation of his State in the House of Representatives. 
This amendment, by specific reference, emphasizes this requirement, 
. that, in most cases, an appointee’s term will be limited to 60 to 90 

ays. 

An analysis of the resolution will give some idea of its operation. 
Under the terms of the resolution, the power to appoint Representa- 
tives occurs only when the vacancies in the House of Representatives 
exceeds one-half of the authorized membership. The present mem- 
bership of the House being 436, 219 vacancies would have to exist 
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before this extraordinary power could be invoked. The number of 
vacancies could exist for several days, but, as appointments are made 
by the Governors pursuant to this amendment, the number of vacan- 
cies naturally will diminish. On that date that the vacancies total 
less than 219, the time limit on this power begins to run. From that 
date, by the terms of the amendment, the Governors have 60 days 
within which to make the temporary appointment or the authority 
lapses and the office must be filled by election. If, within the 60-day 
period, additional vacancies arise from any cause, they also may be 
filled by gubernatorial appointment. Also, if for some reason the 
number of vacancies (having dropped below 219) rises again above 
that figure, the power to appoint again comes into existenc e. 

These interpretations of the amendment are given by way of 
explanation, not in anticipation of difficulties in operation. Should 
unforeseen difficulties arise as the result of this grant of authority, the 
House of Representatives would act as final arbiter by reason of its 
constitutional authority to be the judge of the qualifications of its 
own Members (art. 1, sec. 5, of the Constitution). 


CONCLUSION AND RECOMMENDATION 


Naturally it is the fervent hope of the committee that the authority 
granted in this resolution need never be used. However, with some 
knowledge of the tremendous destructive power of thermonuclear 
weapons, it would be the height of folly to leave a constitutional gap 
of this nature in a representative government such as ours. When 
whole cities may be obliterated in a split second, the Congress cannot 
ignore, should it have any inclination to do so, the realities of this 
danger. The time for action to erase a defect in our Constitution, 
which could not have been contemplated at the time of its adoption, 
is at hand. It is pertinent to recall that, as a constitutional amend- 
ment, this measure must secure the approval of two-thirds of both 
Houses of Congress and the ratification by the legislatures of three- 
fourths of the several States. Since this action is somewhat time 
consuming the committee believes that this legislation should be 
approved promptly by the Senate, and the committee so recommends. 
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EQUAL-TIME AMENDMENT TO COMMUNICATIONS ACT 
OF 1934 


Juty 22, 1959.—Ordered to be printed 


) Mr. Pastors, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 2424] 


together with 
ADDITIONAL VIEWS 


The Committee on Interstate and Foreign Commerce reports favor- 
ably an original bill to amend the Communications Act of 1934 in 
order to provide that the equal-time provisions with respect to candi- 
dates for public office shall not apply to news and other similar pro- 
grams, and recommend that the bill do pass. 

The bill as herewith reported reads as follows: 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That 
section 315(a) of the Communications Act of 1934 is amended 
by inserting at the end thereof the following: 

“Appearance by a legally qualified candidate on any news- 
cast, news interview, news documentary, on-the-spot cover- 
age of news events or panel discussion, shall not be deemed 
to be use of a broadcasting station within the meaning of 
this subsection.”’ 

“Sec. 2. (a) The Congress declares its intention to re- 
examine the amendment to section 315(a) of the Communi- 
cations Act of 1934 made by the first section of this Act, at 
or before the end of the three-year period beginning on the 
date of the enactment of this Act, to ascertain whether the 
remedy provided by such amendment has proved to be 
effective and practicable. 

“(b) To assist the Congress in making the re-examination 
of the amendment made by the first section of this Act, the 
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Federal Communications Commission shall make a report 
to the Congress, within 15 days after the close of the year 
beginning on the date of the enactment of this Act and 
within 15 days after the close of each of the following two 
years, setting forth (1) the information and data used by 
it in determining questions arising from or connected with 
such amendment, and (2) such recommendations as it deems 
necessary to protect the public interest and to assure equal 
treatment of all legally qualified candidates for public office 
under section 315 of the Communications Act of 1934.” 


PURPOSE OF LEGISLATION 


This bill is designed to amend the Communications Act of 1934 so 
as to provide that the appearance by a legally qualified candidate on 
any news, news interview, news documentary, on-the-spot coverage 
of news events, or panel discussion shall not be deemed to be use of a 
broadcast station within the meaning of section 315(a). In other 
words, it would exempt any news, news interview, news documentary, 
on-the-spot coverage of news events, or panel discussion from the 
equal opportunity provisions of section 315(a). 

The bill also provides that (a) the Congress will reexamine this 
legislation at or before the end of a 3-year period to ascertain whether 
the remedy provided has proved to be effective and practicable; and 
(6) in order to assist the Congress in making the reexamination the 
bill requires the Federal Communications Commission to make a 
report to the Congress annually setting forth the information and data 


used by it in determining questions arising from or connected with 
this legislation, and to make such recommendations as the Federal 
Communications Commission deems necessary to le the public 


interest and to assure equal treatment of all legally qualified candi- 
dates for public office under section 315. 


HISTORY OF SECTION 315 


Section 315 of the Communications Act of 1934, as amended, pres- 
ently provides that if a licensee permits a legally qualified candidate 
for public office to use his broadcast station, he shall afford equal 
opportunities to all other such candidates for that office. It provides 
further that the licensee does not have the power of censorship over 
the material broadcast and that no obligation is imposed by the 
licensee to allow the use of his station by any such candidate. 

The Communications Act of 1934 repealed the Radio Act of 1927 (44 
Stat. 1162). Section 18 of the 1927 act was identical with section 315. 
The 1927 act originated in the House of Representatives as H.R. 9971, 
69th Congress, ist session. The bill, as introduced, contained in 
section 5 a provision that: 


All matter broadcast by a radio station for which service 
money, or any other valuable consideration is directly or in- 
directly paid or promised to or charged or accepted by the 
station so broadcasting, from any person, firm, company, or 
corporation, shall, at the time the same is broadcast, be 
announced as paid for or furnished, as the case may be, by 
such person, firm, company, or corporation. 
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This matter was the result of the hearings held on a prior bill in 
the same Congress, H.R. 5589, which contained somewhat similar 
language. There the question of advertising and the use of radio by 
educational and similar groups was discussed. (See hearings by House 
Committee on Merchant Marine and Fisheries, 69th Cong., Ist sess., 
on H.R. 5589, pp. 31, 32, and 56-58.) The inclusion of this section in 
the bill and its eventual evolution into section 315 indicates the aware- 
ness of the Congress of the political potentialities of radio, 

When section 5 was discussed on the floor of the House, Mr. Blanton 
succeeded in amending the section by attaching a proviso for punish- 
ment for criminal and civil slander of a person using derogatory 
language as follows (67 Congressional Record 5572): 


Provided, That any person who, over any radio, shall 
affecting the character and standing of another, use deroga- 
tory language, which, under the laws of any State into which 
such language is transmitted constitutes (a) slander or (b) 
libel were such language in writing, shall constitute (1) the 
offense of criminal slander, which may be prosecuted either 
in the State from which such language was broadcast, or in 
any State into which such language was transmitted and 
upon conviction, said offender shall be punished by a fine of 
not less than $100 and not more than $1,000, or by confine- 
ment in jail for a term not less than 30 days and not more 
than one year, or by both such fine and imprisonment; and 
(2) civil slander, for which the person aggrieved may make 
the offender respond in appropriate damages, under the 
measure of damages prevailing in such State. 


The Blanton amendment was finally eliminated by a record vote just 
before the bill was passed by the House (67 Congressional Record 
5645-5646). 

On consideration of the bill by the Senate Committee on Interstate 
Commerce, the committee struck out all after the enacting clause 
and substituted a new bill. Section 4 of the substitute bill provided 
that matter broadcast for which the station was paid should be 
announced as paid for by the person, firm, company, or corporation 

urchasing the service. This was similar to section 5 of the House 
bil but the committee substitute added a provision that if the licensee 
should permit the station to be used for advertising purposes or by a 
candidate or candidates for any public office or for the discussion of 
any question affecting the public, he should make no discrimination 
as to the use of such station and with respect to these matters he 
should be deemed a common carrier in interstate commerce and should 
have no power to censor the material broadcast. 

In reporting the substitute bill the Senate committee (S. Rept. 772, 
on Cong., 1st sess., p. 4) merely stated in respect to this addition 

at: 


All matter broadcast for hire shall be announced as paid 
material, and if any broadcasting station is used for hire or 
by political candidates or for discussing public questions, 
there shall be no discrimination and the licensee of such 
station shall be deemed a common carrier in interstate 
commerce and such licensee shall not have power to censor 
material broadcast. 
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On the floor of the Senate, Senator Dill, chairman of the committee, 
who was in charge of the bill, proposed an amendment to that part of 
section 4 of the committee substitute dealing with broadcast by 
political candidates as follows: 


If any licensee shall permit a broadcasting station to be 
used by a candidate or candidates for any political office, he 
shall afford equal opportunities to all candidates for such 
public office in the use of such broadcasting station: Provided, 
‘That such licensee shall have no power to censor the material 
broadcast under the provisions of this paragraph and shall 
not be liable to criminal or civil action by reason of any 
uncensored utterances thus broadcast. 


In the discussion that followed (67 Congressional Record 12501-12505) 
the questions of whether radio stations should be common carriers in 
connection with (1) broadcasts for hire, (2) broadcasts by political 
candidates, and (3) broadcasts on public questions, were discussed. 
The Dill amendment was accepted and adopted by the Senate. 
When the bill was considered by the conference committee, it split 
the section in two parts, placing the matter dealing with the announce- 
ment of paid broadcasts in section 19 while the Dill amendment was 
placed in section 18. ‘The amendment was modified by the committee 
to apply it only to “legally qualified candidates” and providing further 
that no obligation is imposed upon a licensee by the section to permit 
any such candidate to use its station. In addition, the committee 
eliminated the language which relieved stations from criminal or civil 
liability by reason of any uncensored utterances under the provision. 


The language used was exactly that of the present section 315. The 
conference committee explained the section thus (H. Rept. 1885, 69th 
Cong., 2d sess., p. 18): 


Section 18 was not embodied in the House bill. It is a 
modification of one of the sections of the Senate amendment. 
It provides in substance that if any licensee shall permit a 
legally qualified candidate for public office to use a broad- 
casting station the licensee shall afford equal opportunities 
to all other candidates for the same office to use the station. 


The bill was enacted and became the Radio Act of 1927 with section 
18 as recommended by the conference committee. 

Upon the enactment of the Communications Act of 1934, section 18 
of the Radio Act of 1927, was carried forward in a substantially un- 
altered form as section 315. 


RECENT INTERPRETATION OF SECTION 315 


On February 19, 1959, the Federal Communications Commission 
issued its interpretation relating to the applicability of section 315 to 
certain newscasts by a number of Chicago television stations. The 
interpretations issued by the Federal Communications Commission 
were based on the following facts: 

Primary elections for the office of mayor of Chicago, IIl., were 
scheduled for February 24, 1959. Richard J. Daley, mayor of Chicago, 
was a candidate in the Democratic primary; Timothy Sheehan was a 
candidate in the Republican primary; and Lar Daly was a candidate 
in both primaries. Prior to February 24, Lar Daly filed a complaint 
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alleging that certain Chicago television stations had, in the course of 
their newscasts, shown film clips of his primary opponents in connec- 
tion with certain events and occasions, that he had requested equal 
time of said stations, and that his requests had been refused. 

In reply to the Commission’s inquiry as to the facts of said news- 
casts, the stations involved submitted descriptions thereof. After 
careful consideration the Commission, on February 19, 1959, advised 
the stations involved of its interpretations in the matter. With two 
exceptions the Commission, by unanimous vote, held that the film 
clips constituted a section 315 use entitling Lar Daly to equal oppor- 
tunities. The unanimous votes covered, among others, film clips on 
newscasts showing (a) Mayor Daley and Candidate Sheehan filing 
their political petitions as candidates for the Democratic and Republi- 
can mayoral nominations with the Chicago city clerk and (6) the formal 
endorsement of Sheehan’s candidacy by the Chicago Republican 
Committee. The same ruling followed a 4 to 3 vote on the two ex- 
ceptions, consisting of Mayor Daley’s greeting of President Frondizi 
of Argentina at Midway Airport in Chicago and Mayor Daley’s appeal 
for contributions in connection with the March of Dimes campaign. 
The Commission reaffirmed its ruling on June 15, 1959, and the full 
text of the ruling has been made part of the printed hearings. 

Over the years the consensus has been that section 315 did not 
apply to news coverage of political campaigns. And, the Commis- 
sion in the 32-year period prior to the Lar Daly case has never so con- 
sidered this provision. ‘Thus, for three decades, in spite of the many 
legislative proposals dealing with political broadcasting, no serious 
challenge has been made to the established station practice of inserting 
recorded extracts of appearances by candidates into their radio and 
television news broadcasts.! 

The Columbia Broadcasting System, in its supplementary petition 
of motion for reconsideration and declaratory ruling, before the Federal 
Communications Commission, filed on March 23, 1959, stated: 


It is our best information and belief that stations generally, 
as well as the three television networks, have operated on the 
understanding—confirmed by the Blondy ruling when it 
was originally made and confirmed again as recently as 
October 1958 when this ruling was added to the Commis- 
sion’s official compilation of rulings on political broadcast 
questions—that there is no “use” under section 315 where 
news is presented at the initiative of the station as part of a 
routine news broadcast in the exercise of the station’s 
judgment as to newsworthy events. 


In Allen H. Blondy, 14 R.R. 1199, (1957), the question presented 
was whether there was a “‘use” under section 315 when a station, as 
part of a newscast, used film clips showing a legally qualified candidate 
as one of a group in official ceremonies and the newscaster, in com- 
menting on the ceremonies, mentioned the candidate and others by 
name and described their participation. The Commission ruled that, 
since the candidate had in no way directly or indirectly initiated either 
filming or presentation of the event and since the broadcast was 
nothing more than a routine newscast by the station in the exercise 


1See Department of Justice letter to Senate Committee on Interstate and Foreign Commerce, dated 
July 1, 1959, which appears at the end of this report, 
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of its judgment as to newsworthy events, there was no “use” under 
section 315. 

Subsequently the Commission codified the Blondy ruling in the 
October 6, 1958, official release entitled, “‘Use of Broadcast Facilities 
by Candidates for Public Office.” See Public Notice FCC 58-936, 

—12. 

It is interesting to note the testimony of former Senator C. C. Dill, 
who was in charge of legislation on the floor of the Senate when sec- 
tion 18 of the Radio Act of 1927, now section 315, was enacted. When 
he appeared before the committee on June 18, 1959, to offer his views 
on the proposed legislation, he was asked by Senator John O. Pastore, 
chairman of the Subcommittee on Communications: 


Mr. Dill, when you chose the word “use” that appears in 
section 315, and I will read that portion of the section— ‘If 
any licensee shall permit any person who is a legally qualified 
candidate for any public office to use’-—did you mean that the 
candidate was responsible for initiating the broadcast? 

Mr. Ditu. Yes; that was the thought. 

The CHarrMan. In other words the mere fact that a sta- 
tion would on its own decide to take a picture at a given 
time of an event which it considered to be newsworthy, was 
that in your judgment a use being made by the candidate? 

Mr. Diuu. Notatall. And as I said, we had the news prob- 
lem then, not the picture. We had the news problem. And 
as a candidate myself in those days I was anxious to put out 
such publicity as would get into the news on the radio, but it 
— never considered to be use of the radio as intended by the 
aw. 

The CuarrMaANn. Because they could take it or leave it just 
as they wanted to? 

Mr. Diuu. Yes; some candidates do things, as you probably 
well know and I do, to get into the news. But that is one of 
the ills that come with a thing of this kind. 

No, the term ‘“‘use” was intended to be a use initiated by 
the candidate. No doubt about that. Nobody had any 
other thought. 

But when a broadcast station takes some one candidate 
and makes a news feature out of him, it is going beyond, I 
think, a regular news event, when they know he is a candi- 
date, it seems to me, they are doing that. And it seems to me 
the Commission ought to have power probably to regulate 
that. 

Again I say you cannot tie these things down in my judg- 
ment by words, language or figures. You must leave it to the 
discretion of the men who have charge and who will meet the 
changing conditions. 

I am glad you asked the question about “‘use”’ because that 
is a fact. Nobody ever thought of it in any other way. 

I appreciate very much this opportunity to say this, because, 
as I say, I am quoted a great deal. 

* x * * * * * 

The Cuarrman. Senator Hartke? 

Senator Harrxs. You mentioned something which I 
thought was very pertinent. In the first place you don’t 
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think that maybe the Commission has interpreted the word 
“fuse” in the way that you would? 
Mr. Diu. I disagree with them. I think it is wrong. 


CORRECTIVE LEGISLATION INTRODUCED 


Following the February 19, 1959, interpretation in the so-called 
Lar Daly case, four bills were introduced in the U.S. Senate. S. 1585, 
by Senator Strom Thurmond; S. 1604, by Senator Gordon Allott; 
S. 1858, by Senator Vance Hartke and others; and S. 1929, by Senator 
Spessard Holland, and they were referred to the Committee on 
Interstate and Foreign Couimerce. 

The bills fell generally into two categories: 

The first, S. 1604, by Senator Gordon Allott, and S. 1929, by 
Senator Spessard Holland, would exempt from the equal-time pro- 
vision of the Communications Act any— 


appearance by a legally qualified candidate on any news 
program including news reports and news commentaries. 


The second, S. 1585, by Senator Strom Thurmond, and S. 1858, 
by Senator Vance Hartke and others, would make a more compre- 
hensive revision of section 315 by exempting from the equal-time 
provision— 


newscasts, news documentaries, news interviews, panel dis- 
cussions, debate or similar type programs. 


S. 1858, in addition, declares that a person may be considered a 

legally qualified or substantial candidate for nomination by a political 
arty for the office of President or Vice President of the United 
tates if (1) he is the incumbent of any elective Federal or statewide 

elective office of any State; or (2) he has been nominated for President 
or Vice President at any prior convention or caucus of his party; 
or (3) his candidacy is supported by petitions filed under the laws 
of the several States which, in the aggregate, bear a number of 
signatures, valid under the laws of the States in which they are filed, 
equal to at least (a) 1 percent of the total popular vote cast in the 
preceding presidential election for the candidate of such party, or 
(6) 200,000, whichever is smaller. 

The provision concerning the presidential and vice presidential 
candidacy was designed to have an effect on the many “splinter” 
candidates in a national campaign and would force them to qualify 
on the level of serious candidates. It was contended that this would 
help the broadcasting industry to make more public service pro- 
graming available to the public because the demands by the “splinter” 
candidates, who are required to receive equal treatment under exist- 
ing provisions of the Communications Act would be eliminated. 

Section 315 presently forbids the censorship of a political address 
made by a legally qualified candidate. Because of this restriction 
forbidding a broadcaster from censoring any material broadcast under 
section 315, a question has arisen as to the legal responsibility of the 
broadcaster in the event any defamatory or libelous statement is made 
by a legally qualified candicate. S. 1858 contains a provision which 
specifically states that no action shall be maintained by any person 
in any court against any licensee or his employee because of any 
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libelous or defamatory statements made by a legally qualified candi- 
date unless the broadcaster or his employee participated in such a 
broadcast willfully and knowingly. 

Also, it immunizes licensees from civil or criminal liability because 
of any defamatory or libelous statements made by a legally qualified 
candidate in a broadcast matter under the provisions of section 315 
which presently precludes station censorship of such statements except 
in those cases where the licensee participated in the broadcast willfully 
and with intent to defame. 

The liability of a broadcaster where a legally qualified candidate 
uses the facilities and makes a defamatory or libelous statement was 
raised in a case in North Dakota involving the Farmers Educational 
and Cooperative Union of America. The Farmers Educational and 
Cooperative Union brought suit against WDAY whose facilities were 
used. The Supreme Court of North Dakota held that WDAY was 
not responsible. The case was appealed to the Supreme Court of 
the United States which held that the station was not liable.’ 

The committee held 5 full days of hearings—June 18, 19, 23, 24, 
and 25. During that period, 35 witnesses were heard. The views of 
the interested Government agencies were received and made part of 
the record. Numerous statements and communications were received 
from the general public and outstanding leaders in the business, 
political, broadcasting, civic, and educational field, reflecting their 
views on the problem that was created as a result of the FCC’s 
interpretation in the so-called Lar Daly case. In addition, con- 
ferences were held with various officials in and outside of government 
who had intimate day-by-day knowledge of applying the provisions 
of section 315, who knew the practical problems involved, and who 
were the most competent authorities available, on the question as to 
the need for legislation in this field. 

The committee in evaluating the testimony developed during the 
hearings on S. 1585, S. 1604, S. 1858, and S. 1929, was satisfied that 
they were complete and exhaustive, particularly with regard to the 
situation created by the FCC’s interpretative ruling in the Lar Daly 
case. The views expressed by the various witnesses ranged over a 
field of complete repeal of section 315, or at least extensive modifica- 
tion of that section, to no amendments, or maintaining the status quo. 


NEED FOR LEGISLATION 


A careful examination of the legislative history of section 315 of the 
Communications Act and its predecessor, section 18 of the Radio Act 
of 1927, reveals clearly that the fundamental objective of that statute 
was to require any licensee who had allowed any legally qualified 
candidate to use his facilities to afford equal opportunity to all other 
candidates for that same office. Its basic purpose was to require 
equal treatment by broadcasters of all candidates for a particular 
public office once the broadcaster made a facility available to any one 
of the candidates. This was a sound principle and the committee 
reemphasizes its belief in that objective. The equal time provision of 
section 315(a) was designed to assure a legally qualified candidate 
that he will not be able to acquire unfair advantage over an opponent 
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through favoritism of a station in selling or donating time or in schedul- 
ing political broadcast. If the number of radio and television stations 
were not limited by available frequencies, the committee would have 
no hesitation in removing completely the present provision regarding 
equal time and urge the right of each broadcaster to follow his own 
conscience in the presentation of candidates on the air. However, 
broadcast frequencies are limited and, therefore, they have been 
necessarily considered a public trust. Every licensee who is fortunate 
in obtaining a license is mandated to operate in the public interest and 
has assumed the obligation of presenting important public questions 
fairly and without bias. 

Under the present rigid Federal Communications Commission in- 
terpretation of section 315, a broadcaster cannot devote 1 minute to 
a legally qualified candidate participating in any program whatever 
the subject, be it atomic energy, the need for adequate defense, a road 
or bridge ribbon-cutting event, dedicating a post office, or opening a 
charity drive, without being compelled to make available a minute 
to every other legally qualified candadate to the same office. 

Dr. Frank Stanton, the president of Columbia Broadcasting Sys- 
tem, stated: 


* * * the Lar Daly ruling was perhaps the most severely 
crippling decision ever to be handed down with regard to 
broadcasting journalism. It forbids the broadcast media 
from functioning fully as radio and television representatives. 
Under that ruling we can report only secondhand. <A news 
correspondent can tell the viewer or listener what a candidate 
said, what he looked like, but the audience to a news broad- 
cast cannot hear the candidate, see what he has to say, or see 
the candidate as he said it. 


Even the Federal Communications Commission recognizes that its 
present rigid interpretation of equal opportunity under section 315 
does constitute a deterrent to stations permitting the use of their 
facilities by legally qualified candidates. The inevitable consequence 
is that a broadcaster will be reluctant to show one political candidate 
in any news-type program less he assumes the burden of presenting a 
parade of aspirants. 

Radio and television are effective instruments of disseminating 
information to large numbers of people. They are a means of mass 
communications that bring information, fact, and views to the general 
public. One has only to look at the number of television sets out- 
standing—51 million—and radio receivers—130 million—in the hands 
of the public to comprehend the dependence of the public on the 
broadcast media for information. Robert Sarnoff, chairman of the 
board of National Broadcasting Corp., in his appearance before this 
committee stated: 


Today more Americans get their news from TV and radio 
than from any other media. There are about 2% times as 
many television and radio stations as newspapers. 


It is generally recognized that television can be a very valuable asset 
to a candidate and that the potential audience that a candidate may 
now reach because of television is far in excess of what it has been in 
the past. The committee recognizes that television has become an 
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integral part of political campaigning and it is one of the most universal 
sources of information for the voters about the candidate. Television 
has a tremendous potential to sharpen the public’s interest in and 
knowledge of the Nation’s political life whether it be on the national, 
State, or local level. It is able to present to the people in the big cities, 
as well as in the rural areas, a firsthand knowledge of the political 
candidate—how they look, how they speak, how they think, whatever 
variety of man they may be. If the present position of the Federal 
Communications Commission with regard to section 315 remains 
unchanged, the committee feels that this would tend to dry up 
meaningful radio and television coverage of political campaigns. 

It has been truly stated that TV has the ability to reach wide 
audiences and to create an illusion of intimate presence in the home of 
the viewer by placing a performer on a particular program, be he a 

olitical candidate or an announcer. Television is able to do this 

ecause of its unique ability and technical capability of bringing sight 
and sound simultaneously into the set owner’s home. The free give 
and take of the panel discussion program, the sharp searching question- 
ing of the interview-type show and the on-the-spot coverage of news 
events such as political conventions, affords every viewer with a 
ringside seat. No one will question that the categories of programs 
exempted by this legislation serve to enlighten the public and that a 
broadcaster who offers news, news interviews, news documentaries, 
on-the-spot coverage of news events, or panel discussion programs is 
discharging his obligation to operate in the public interest by making 
such programs available. 

The committee is not unmindful that the class of programs being 
exempted from the equal time requirements would offer a temptation 
as well as an opportunity for a broadcaster to push his favorite 
candidate and to exclude othere. That is adanger. The committee 
clearly recognizes this to be a definite obstacle but feels that the 
alternative to standing pat and maintaining status quo could lead to 
a virtual blackout in the presentation of candidates on the news-type 
programs. This would not, in the opinion of the committee, serve the 
public interest. An informed public is indispensable for the continu- 
ance of an alert and knowledgeable democratic society. The public 
should not be deprived of the benefits that flow from this dynamic 
form of communications during the critical times of a political cam- 
paign. The public benefits are so great that they outweight the risk 
that may result from the favoritism that may be shown by some 
partisan broadcasters. 

In any event, the committee is cognizant of this pitfall and has, 
therefore, included in this bill two provisions which serve as a warning 
to all broadcasters that the discretion being granted them and the 
manner in which they employ it will be carefully screened. The 
committee has recommended that Congress reexamine this legislation 
at or before the end of a 3-year period in order to ascertain whether 
the remedy provided herein has proved to be effective and practicable. 
And to assist the Congress in this reexamination, the Federal Com- 
munications Commission is required to make a report annually 
setting forth: 

(a) The information and data used by it in determining ques- 
tions arising from or connected with this bill; and 
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(6) To make such recommendations as the Federal Communi- 
cations Commission deems necessary to protect the public in- 
terest and to assure equal treatment of all legally qualified 
candidates for public office. 

The committee proposes to keep a close liaison with the Commission 
with regard to this problem. 

The committee feels certain that any attempt on the part of a 
broadcaster to feature a favorite candidate under the protection of 
the exemptions provided herein will quickly be brought to the atten- 
tion of the proper authorities. Should the broadcaster abuse the 
discretion granted herein, the committee will move forward imme- 
diately to remedy the situation. It should be noted that the programs 
that are being exempted in this legislation have one thing in common. 
They are generally news and information-type programs designed to 
disseminate information to the public and in almost every instance the 
format and production of the program is under the control of the 
broadcast station, or the network in the case of a network program. 

Under the provisions of each of the four bills (S. 1585, S. 1604, S. 
1858, and S, 1929) the programs exempted from the provisions of 
section 315(a) were limited to those where the format and production 
are determined by the broadcaster and the network in the case of a 
network program. In addition, S. 1858 contained a provision limiting 
the exempted programs to those where a broadcaster was required 
to act in good faith in determining what was a newsworthy event and 
in no way designed to advance the cause of or discriminate against 
anv candidate. 

The committee was impressed by this approach and intended to 
adopt similar language in reporting legislation. However, the Fed- 
eral Communications Commission urged this committee to eliminate 
any such provision on the ground that it would lead to protracted 
litigation as to what constitutes news, news interviews, news docu- 
mentaries, and on-the-spot coverage of news events or panel discus- 
sion. Indeed, the Federal Communications Commission in its letter 
dated July 2, 1959, to Senator John O. Pastore, chairman of the 
Subcommittee on Communications, stated: 


The objection of the Commission to certain language in 
the Hartke bill is the following language on psve 5: 

‘“‘(e) Where the format and the production and program 
are under exclusive control of the broadcasting station or 
by the network in the case of a network program as to con- 
tent, presentation, length of time, and all other details and 
determine in good faith in the exercise of the broadcaster’s 
judgment to be a newsworthy event and in no way designed 
to advance the cause of or discriminate against any 
candidate * * *” 
and the language appearing in the Harris bill, page 2, line 5: 

“Where the format and the production of the program 
and the participants therein are determined by the broad- 
cast station or by the network in the case of a network pro- 
gram. (This is the same language found in the Thurmond 
bill.) 

“It would be much better for the Commission to cope 
with a single problem of developing interpretations as to 
what constitutes ‘news, news interviews, news documentary, 
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on-the-spot coverage of newsworthy events, panel discus- 
sions, or similar type program’ without being required to 
determine the merits of a defense that even though not a 
newscast, etc., the broadcaster in good faith intended it to 
be a bona fide newscast.” 


In view of the fact that the Federal Communications Commission 
is charged with the responsibility for administering this legislation, 
the committee acceded to its wishes. 

It should be pointed out that the July 2 letter from the Federal 
Communications Commission was forwarded to the committee after 
the Commission had had ample time to evaluate the testimony and 

roposals that were suggested during the course of the hearings. It 
is difficult to define with precision what is a newscast, news interview 
news documentary, or on-the-spot coverage of news event or panel 
discussion. That is why the committee in adopting the language of 
the proposed legislation carefully gave the Federal Communications 
Commission full flexibility and complete discretion to examine the 
facts in each complaint which may be filed with the Commission. In 
this way the Commission will be able to determine on the facts sub- 
mitted in each case whether a newscast, news interview, news docu- 
mentary, on-the-spot coverage of news event, or panel discussion is 
bona fide or a “use” of the facilities requiring equal opportunity. 

The Congress created the Federal Communications Commission as 
an expert agency to administer the Communications Act of 1934. As 
experts in the field of radio and television, the Commission has gained 
a workable knowledge of the type of programs offered by the broad- 
casters in the field of news, and related fields. Based on this knowl- 
edge and other information that it is in a position to develop, the 
Commission can set down some definite guidelines through rules and 
regulations and wherever possible by interpretations. 

Concern has been expressed that the proposed exemptions will result 
in a change in procedure on the part of the Commission in disposing 
of complaints that may be filed under section 315. The committee 
feels that the Commission should adhere to its present procedure as 
closely as possible and to process every complaint as quickly and 
expeditiously as the facts in each situation will permit. The commit- 
tee appreciates that each of a series of events widely separated may 
not spell out abuse but when viewed as a whole at a later date may 
bring a different result. 

The Commission has adequate authority when it reviews the overall 
performance of a licensee as it relates specifically to the types of pro- 
grams exempt by this legislation to issue an appropriate ruling as to 
whether there was an abuse of the exemption. Rulings in specific 
cases may lead to some dissatisfaction on the part of both broadcaster 
and candidates but whatever the ruling of the Commission in a 
specific complaint, the Federal Communications Commission can and 
should eonsider all complaints in the aggregate in reviewing the overall 
performance of a license. 

The committee wants to make it clear that it agrees with the state- 
ment contained in Commissioner Fred Ford’s letter to Senator John O. 
Pastore dated June 24, 1959, that the committee fully intends for the 
Commission to exercise the rulemaking authority in section 315(c) 
on questions arising under the provisions of this bill and relating to the 
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neon concerning programs exempt from the operation of section 
315(a). 

The Commission must be mindful at all times that broadcasting is 
an integral part of our society and the public has become dependent 
upon this media for information, views, and facts. Broadcast jour- 
nalism serves the public interest. It has made giant strides in the 
past 10 years through its distinctive capabilities to report directly 
and dramatically news of political campaigns to the people. This 
must be encouraged but care must be taken that the exemptions 
granted herein are not used as an umbrella of protection to heap abuse 
or favoritism on certain candidates. 

Fear has been expressed that the adoption of legislation creating 
special categories of exemptions from section 315 would tend to 
weaken the present requirements of fair treatment of public issues. 
The Committee desires to make it crystal clear that the discretion 
provided by this legislation shall not exempt licensees who broadcast 
such news, news interviews, news documentaries, on-the-spot cover- 
age of news events, or panel discussion programs from objective 

resentation thereof in the public interest. In recommending this 

egislation, the committee does not diminish or affect in any wa 
Federal Communications Commission policy or existing law whic 
holds that a licensee’s statutory obligation to serve the public interest 
is to include the broad encompassing duty of providing a fair cross 
section of opinion in the station’s coverage of public affairs and mat- 
ters of public controversy. This standard of fairness applies to po- 
litical broadcasts not coming within the coverage of section 315 such 
as speeches by spokesmen for candidates as distinguished from the 
candidates themselves. The committee agrees with the views ex- 
—— in the Department of Justice letter to Senator Warren G. 

agnuson dated July 1, 1959, wherein it is stated that the principle 
of fairness “would automatically be applicable to any additional types 
of political programing which might be exempt from the coverage of 
section 315. Inclusion of such language in any amendment to section 
315 should not be construed as limiting the station’s obligation to 
present conflicting views on public issues to the political situations 
covered in section 315 of the act—those exempted via this legislation.” 

Of course, the prohibitions against censorship as presently provided 
in section 315(a) would not apply to the exempted programs provided 
by this legislation. The responsibility of the broadcaster will be the 
same as it is for any program other than those declared to be a use of 
facilities under section 315(a). 

The committee desires to commend the various Senators who worked 
tirelessly in preparing legislation on this vital and important subject. 
More particularly, Senator Strom Thurmond and Senator Vance 
Hartke, members of this committee, are to be commended for the 
careful manner in which they developed their proposals. Further 
study and a more extensive record must be developed before the com- 
mittee can act on the other proposals contained in S. 1858. It is 
hoped that it can and will be done sometime in the future because the 
gs raised by Senator Hartke are so serious that remedies must 

e found if the public is to have full benefit of discussions of public 
issues on the air. : 

After carefully weighing the various pending bills and the testimony 
developed during the hearings, the committee unanimously decided 
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to report an original bill. In this manner the Senate would have 
before it a clean bill clearly setting forth the reflected judgment of 
the committee. This bill is the first major change in the equal-time 
provision of the Communications Act of 1934. ‘Therefore, the com- 
mittee desires to make it fully clear that the legislative history devel- 
oped during the hearings on S. 1585, S. 1604, S. 1858, and S. 1929 
applies equally to the original bill, reported favorably by this 
committee. 
CONCLUSION 


The bill reported herein would exempt from the provisions of section 
315(a) news, news interviews, news documentaries, on-the-spot 
coverage of news events or panel discussion programs. In removin 
these programs in which legally qualified candidates are seen or hear 
from the scope of section 315 it places them in the same category as 
all other news, news interviews, news documentaries, on-the-spot 
coverage of news events, and panel discussion programs. 

The proposal affords the licensee freedom to exercise his judgment 
in the handling of this type program despite the fact that a legally 
qualified candidate may appear or be heard on such a broadcast. 

In establishing this category of exemptions from section 315, the 
committee was aware of the opportunity it affords a broadcaster to 
feature a favorite candidate. ‘This is a risk the committee feels that 
is outweighed by the substantial benefits the public will receive 
through the full use of this dynamic media in political campaigns. 
Every reasonable safeguard must and will be established to prevent 
any partisan broadcaster from abusing this new right. The com- 
mittee has faith in the maturity of our broadcasters and their recog- 
nition to serve the public interest. Nevertheless to assure prompt 
and decisive action this legislation provides for a reexamination of 
the entire problem to ascertain whether the bill herein reported has 
proved to be effective and practicable. ‘The FCC is also directed to 
report annually all information and data used by it in determining 
questions arising from this legislation. 

The committee feels that the proposal contained in this legislation 
is in the public interest and worth the risk being taken when contrasted 
with the alternative which is a blackout in the presentation of legally 
qualified candidates in the news-type programs. Broadcasting jour- 
nalism is a way of our life as is reporting through newspapers and 
magazines. The public has become dependent upon it and is entitled 
to it. This must be recognized. ‘The full use of this dynamic media 
should not be shackled nor should it be abused. The committee feels 
that the proposal set forth herein is workable and fair. The public 
interest should benefit from it. If not, adequate opportunity to 
remedy it is available. 


ADDITIONAL VIEWS OF SENATOR VANCE HARTKE 


All of us agree on the importance of reporting a bill to reverse the 
Lar Daly decision. Testimony at the hearing reaffirms the necessity 
of clearly exempting news-type programs from the category of ‘‘use.” 
Not to do so would virtually paralyze the communications industry 
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in the reporting of news concerning political campaigns. Witness 
after witness testified that this decision will make efficient and com- 
petent reporting of the 1960 campaigns impossible. This bill is a step 
in the right direction only it does not go far enough. The public 
however, will benefit. I was hopeful that the exemptions would 
include debates and similar-type programs. 

In the interest of attaining the goal of reversing the Lar Daly de- 
cision which is absolutely necessary, 1 am supporting this bill on which 
there is a meeting of the minds. 

Nevertheless, when I introduced S. 1858, I felt there was a need for 
a far-reaching examination of section 315. Therefore, my bill went 
much further than the others introduced; it defined “substantial” 
candidates and expressly exempted broadcasters from libel statutes 
when they are acting under section 315. I feel very strongly that 
the need remains for these changes. As for the former provision, 
S. 1858 sets up criteria to separate serious candidates from splinter 
candidates. ‘Testimony at these hearings have indicated that the 
networks and broadcasters either support this provision wholeheart- 
edly or feel the proposal merits serious study. Further, there still 
remains the problem of liability from libel suits. S. 1858 expressly 
grants immunity to broadcasters who are complying with section 315. 
The recent WDAY ease, decided by the Supreme Court, gave tempo- 
rary relief in this area by holding that the Federal law preempted the 
State cause of action. But one must remember that the decision was 
5 to 4, with a very strong dissent. It remains in the interest of the 
broadcasting industry and the American people to write an express 
grant of immunity. Current legislation is before the Senate dealing 
with the problem of preemption. Should such legislation be passed 
in its present form, then, since there is no express preemptive language 
in section 315, the State libel causes of action would be revived. This 
gives proof positive that the libel problem of section 315 has not been 
permanently solved. 

Therefore, I urge the committee to give these matters the more com- 
plete study and consideration which they deserve. I hope that the 
committee will continue to investigate these problems with a view 
toward amending the law before the 1960 campaign. Necessarily, 
most of the testimony in these hearings have dealt with the Lar Daly 
case. But I hope that the other members of the committee will con- 
cur with me in recommending that we give further consideration to the 

roblems of defining substantial candidates and expressly granting 
ibel immunity to broadcasters. 

In conclusion, we must keep before us both short- and long-run 
goals. Immediately we must change the Lar Daly decision. But 
also we must not allow our energy and interest in making needed, far- 
ranging changes in section 315 to be dissipated by the rush of other 
business at the conclusion of this session. 
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AGENCY COMMENTS 


Letter from the Federal Communications Commission dated July 2, 
1959, and letter from the Department of Justice dated July 1, 1959, are 
set forth below: 


FreprrAL Communications CoMMISSION, 
Washington, D.C., July 2, 1959. 
Hon. Joun O. Pastors, 
U.S. Senate, Washington, D.C. 


Dear Senator Pastore: As indicated to you Senator Thurmond’s 
bill and Congressman Harris’ bill are substantially the same. To a 
very large degree section (e) of Senator Hartke’s bill is similar in 
purpose. The objection of the Commission to certain language in the 
Hartke bill is the following language on page 5: 

“(e) Where the format and the production and program are under 
exclusive control of the broadcasting station or by the network in the 
case of a network program as to content, presentation, length of time 
and all other details and determine in good faith in the exercise of the 
broadcaster’s judgment to be a newsworthy event and in no way 
designed to silvuiee the cause of or discriminate against any candi- 
Giie 4%" 
and the language appearing in the Harris bill, page 2, line 5: 

‘‘Where the format and the production of the program and the 
participants therein are determined by the broadcast station or by the 
network in the case of a network program.” (This is the same lan- 
guage found in the Thurmond bill.) 

As indicated in the attached letter to Congressman Oren Harris, the 
Commission feels that if this language were stricken it would eliminate 
the probability of protracted litigation as to what constitutes news, 
news interviews, etc. 

It would be much better for the Commission to cope with a single 
problem of developing interpretations as to what constitutes ‘‘news, 
news interviews, news documentary, on-the-spot coverage of news- 
worthy events, panel discussions or similar type program” without 
being required to determine the merits of a defense that even though 
not a newscast, etc., the broadcaster in good faith intended it to be a 
bona fide newscast. 

Sincerely yours, 
Joun C. Dorrrer, Chairman, 





DEPARTMENT OF JUSTICE, 
Washington, D.C., July 1, 1959. 
Hon. Warren G. Macnvuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


My Dear Senator Maenvson: This is in response to your request 
for the views of the Department of Justice concerning the bills (S. 
1585, S. 1604, S. 1858, and S. 1929), relating to the provisions for the 
allowance of equal time on broadcasting facilities to candidates for 
public office. 

The bills pending before your committee fall roughly into two cate- 
gories. The first, typified by S. 1604, would exempt hon equal time 
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provisions any “appearance by a legally qualified candidate on any 
news program, including news reports and news commentaries, where 
the format and production of the program are determined by the broad- 
casting station, or by the network in the case of a network program 
and the candidate in no way initiated the recording or the broadcast.” 

S. 1585 and S. 1929 are similar to the above bill. S. 1858 would 
make a more comprehensive revision of section 315. It would exempt 
from section 315’s equal time provisions any candidate’s “appearance’”’, 
not only “on any regularly scheduled or bona fide newscast”, but also 
on any “news documentary, panel discussion, debate, or similar type 
program where the format and production * * * are under exclusive 
control of the * * * station * * * and in no way designed to ad- 
vance the cause of or discriminate against any candidate * * *.” 

Beyond that, S. 1858 would (1) delimit persons deemed legally 
qualified candidates for election or nomination for President or Vice 
President of the United States within 315, and (2) immunize licensees 
from “civil or criminal” liability “because of any defamatory or 
libelous statement made by a legally qualified candidate * * * ina 
broadcast made under the provisions of this section (which precludes 
station censorship of such statements) except in those cases where the 
licensee “participated” in the broadcast “willfully, knowingly, and 
with intent to defame.” 

Both sorts of measure, then, would at the minimum, exempt from 
section 315’s “equal time” requirements routine news coverage of 

olitical events. Over the years the consensus had been (as this 

epartment’s memorandum before the Federal Communications 
Commission, p. 5, put it), that section 315 did not: ‘““* * * apply to 
routine news coverage of political campaigns. And the Commission, 
in the 32-year period prior to the Lar Daly case, has never so consid- 
ered this provision * * * though these more than three decades have 
seen numerous legislative proposals dealing with political broadcasting, 
no serious challenge has been made to the established station practice 
of inserting brief recorded extracts of appearances by the candidates 
into their radio and television news broadcasts.” 

The petition filed with the Federal Communications Commission 
by the Columbia Broadcasting System summed up industry practice 
prior to Lar Daly. It stated: 

“Tt is our best information and belief that stations generally, as 
well as the three television networks, have operated on the under- 
standing—confirmed by the Blondy ruling when it was originally 
made and confirmed again as recently as October 1958, when this 
ruling was added to the Commission’s official compilation of rulings 
on political broadcast questions—that there is no ‘use’ under section 
315 where news is presented at the initiative of the station as part of 
a routine news broadcast in the exercise of the station’s judgment as 
to newsworthy events.” ! 

In this context—with the law apparently firmly fixed that section 
315 did not apply to unsolicited and routine newscast coverage of 
political events—this Department over the years deemed that various 
_1(P,12,) Supplementary petition and motion for reconsideration and declaratory ruling, before the 
Federal Communications Commission, filed Mar. 23, 1959, by the Columbia Broadcasting System. “It 
is significant that not one reauest for equal time based upon the news coverage was received by NBC in 
1956 from any candidate for the Presidency. This fact alone indicates the general belief by the candidates 
themselves that section 315 does not apply to such situations.” (P.5.) Petition for reconsideration or for 


a declaratory ruling, before the Federal Communication Commissions, filed Mar. 12, 1959, by the National 
Broadcasting Co. 
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proposed amendments to section 315 posed policy questions on which 
no recommendation from us seemed warranted. 

This was the position taken in our letter to you of May 29, 1957, in 
which Deputy Attorney General Rogers commented that an amend- 
ment to section 315 making separate provision for condidates for the 
Presidency or Vice Presidency of the United States “involved questions 
of policy concerning which the Department of Justice prefers to make 
no recommendation.” The same view was expressed in a letter dated 
December 20, 1955, from the Deputy Attorney General to Hon. Percy 
Priest, chairman of the House Committee on Interstate and Foreign 
Commerce, commenting on a measure to exempt from section 315 
“any news, news interview, news documentary, panel discussion, 
debate, or similar type program * * *.” 

But this context Lar Daly sharply altered. In Lar Daly the Com- 
mission held that section 315 obliges a station which used a brief news 
clip of a candidate’s activities—without the candidate’s prior knowl- 
edge or consent—to provide equivalent free time to all opposing 
candidates to use the station as they see fit. By requiring stations to 
provide equal time to all legally qualified candidates where a station 
uses a recording or newsreel shot of any candidate in its news pro- 
grams, the Commission’s ruling jeopardized stations’ news reporting 
of candidates’ activities. For stations would be unable to show a 
candidate making a speech or taking part in some civic activity, even 
if he were an incumbent officeholder, without providing free time to all 
legally qualified candidates for that office to use as they saw fit. 

This threat to news coverage of political events by television and 
radio is a serious matter. In a nation where the people choose officials 
to make and carry out the laws an informed electorate is a primary 
perquisite. In light of Lar Daly’s public import, then, this Depart- 
ment began looking into the matter soon after the FCC’s decision was 
announced. 

As a result of such study, this Department became convinced that 
the Commission’s ruling accorded with neither the language of the 
statute nor its legislative history. The particular elections involved in 
Lar Daly’s original complaint had long since passed. And the Com- 
mission was entertaining petitions for reconsideration filed by a num- 
ber of persons concerned with the ruling’s impact upon broadcast 
coverage of future elections. Thus, the issue before the FCC had 
been broadened to involve, not the rights of any particular candidate 
in any particular election, but rather the general problem of curtail- 
ment of news coverage of future elections. In these circumstances, it 
appeared appropriate to request the Commission’s permission to 
present the views of the United States. 

The FCC, however, reatfirmed Lar Daly in its interpretative opinion 
June 15 of this year. This Department believes the Commission’s 
view lacks support in law. And it may well be overruled in the course 
of appeals filed by one of the networks on June 26, 1959. But con- 
siderable time will inevitably lapse before final decision in the pending 
appeal. The wisdom of amending section 315 to overturn Lar Daly, 
then, is ripe for consideration. 

On the one hand, as a general rule in this area, Congress has wisely 
deemed the “better” course, not to legislate in complex detail, but 
rather ‘‘to allow the Commission to make rules and regulations govern- 
ing” section 315’s precise coverage (67 Congressional Record 12503). 
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On the other hand, the Commission has spoken, and now reaffirmed, 
its views on section 315’s application to routine newscast showing of 
candidates. Decision by the Supreme Court is unlikely for some 
time. Thus, unless Congress acts, Lar Daly probably will curtail 
news coverage of election contests during time required for final 
judicial review. 

With such factors uppermost, this Department suggests that Con- 
gress act now to overturn Lar Daly. This goal is the prime purpose 
of S. 1604 and of the proposal recently advanced by the Federal Com- 
munications Commission. 

S. 1604 would exempt from section 315 any “appearance by a * * * 
candidate on any news program, including news reports and news 
commentaries, where the format and production of the program are 
determined by the * * * station * * * and the candidate in no way 
initiated the recording or the broadcast * * *.”’ Whether or not 
enactment of this measure would do more than overrule Lar Daly 
turns on construction of the term “news commentaries.” Should 
Congress wish to avoid any such question, close at hand is the lan- 
guage of S. 1858 (p. 5, line 2), exempting only appearances on a 
“regularly scheduled or bona fide newscast.” 

Much the same problems of definition are posed by the Federal 
Communications Commission’s proposal to exempt, in addition to 
newscasts, ‘‘special events such as political conventions.” Exemp- 
tion of newscasts alone would likely restore section 315’s coverage to 
the status quo before Lar Daly. 

This Department suggests enactment of legislation to exempt from 
section 315 regularly scheduled or bona fide newscast (S. 1858) or 
news programs (S. 1585). In connection with preparation of this 
Department’s Lar Daly memorandum, we have studied the problem 
of 315’s application to routine newscasts. It is that problem which 
we treated before the FCC. And it is to remendy the FCC’s con- 
struction of section 315’s coverage of newscasts that we believe legis- 
lation is called for now. In the area of newscasts treating political 
events, the public interest, to our view, is best served, not by section 
315’s flat equal time stringencies, but by good-faith adherence to 
licensees’ time-honored obligation of insuring fair and balanced pre- 
sentation of programs where political or other controversial issues are 
treated (FCC Public Notice 6305, Oct. 1, 1958, p. 1).* 

On the other hand, the wisdom of legislation exempting more than 
routine newscasts from section 315—for example, panel discussion, 
debate or similar-type program (S. 1585 and S. 1858) or special events 

2 Even before Lar Daly, broadcast or telecast of “‘a speech” by a candidate “in connection with a cere- 
monial activity or other public service” entitled opponents to equal time (FCC, Public Notice 63585 , Oct. 1, 
1958. Use of broadcast facilities by candidates for public office, question 7, p. 2); and much the same went 
for “acceptance speeches by successful candidates for the nomination for the candidacy of a particular 
party for a given office * * *” (id. at p. 2, question 9). Not clear, however, is whether the simple telecast 
of a convention speech by a candidate or showing a candidate during a convention rollcall came within 
sec. 315 (cf. id. at p. 2), before Lar ely 

3 Should the Congress adopt the FCC proposal, care should be taken lest present requirements of fair 
treatment for public issues be weakened. Thus the FCC proposal specified that this proviso shall not 
exempt licensees who broadcast such news and special events from an objective presentation 
thereof in the public interest. However, under existing law, the Commission has held that a licensee’s 
statutory obligation to serve the public interest includes the broad Se aneeeeenS duty of providing a 
fair cross section of opinion in the station’s coverage of public affairs and other matters of controversy. 
(See ‘FCC Report on Editorializing by Broadcast Licensees,” 1 Pike & Fischer R.R. (pt. III) p. 91:201, et 
seq.). This general fairness standard is presently applicable to political broadcasting not coming within 
the coverage of section 315 (such as speeches by spokesmen for candidates, as contrasted with the candidates 
themselves. (See Feliz v. Westinghouse Radio Stations, 186 F. 2d 1, cert. den. 341 U.S. 909.) It would 
automatically be applicable to any additional types of political programing which might be exempted from 
the coverage of section 315. Inclusion of such language in any amendment to section 315 should not be 


construed as limiting the station’s obligations to present conflicting views on ~_— issues to the particular 
political situations covered in section 315 of the act, or those exempted via this legislation. 
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(FCC proposal)—poses basic questions of public policy on which this 
Department has no special competence. Much the same goes for 
S. 1858’s proposals delimiting qualified candidates for President and 
Vice President, as well as ary licensee’s liability for libel in connection 
with section 315 broadcasts. ‘ 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely yours, 
Rosert A. Bicks, 
Acting Assistant Attorney General, Antitrust Division: 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows (new matter is printed in italic, existing law in which no 
change is proposed is shown in roman): 


Communications Act oF 1934, as AMENDED 
FACILITIES FOR CANDIDATES FOR PUBLIC OFFICE 


Sec. 315(a). If any licensee shall permit any person who is a legally 
qualified candidate for any public office to use a broadcasting station, 
he shall afford equal opportunities to all other such candidates for that 
office in the use of such broadcasting station: Provided, That such 
licensee shall have no power of censorship over the material broadcast 
under the provisions of this section. No obligation is hereby imposed 
upon any licensee to allow the use of its station by any such candidate. 
Appearance by a legally qualified candidate on any newscast, news inter- 
view, news documentary, on-the-spot coverage of news events, or panel 
discussion shall not be deemed to be use of a broadcasting station within 
the meaning of this subsection. 


4 In fact, the dimensions of this licensee libel problem may well have been seriously altered by the Supreme 
Court’s decision June 29, 1959, in No. 248, October term 1958, Farmers Union of America v. WDAY., Inc. 
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TRANSFERRAL OF FUNCTIONS RESPECTING WORLD 
WAR II INSURANCE BENEFITS AND DISABILITY PAY- 
MENTS FOR SEAMEN 


JuLy 22, 1959.—Ordered to be printed 


Mr. Maenuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 2334} 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 2334) to transfer from the Department of Com- 
merce to the Department of Labor certain functions in respect of 
insurance benefits and disability payments to seamen for World War 
II service-connected injuries, death, or disability, and for other pur- 
poses, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSES OF THE BILL 


©. 2334 would transfer to the Secretary of Labor from the Depart- 
ment of Commerce certain functions of title II, Merchant Marine 
Act, 1936, subtitle “Insurance,” with regard to marine war risk insur- 
ance for crew life and injury and second seamen’s war risk insurance 
policies, and the administration of the provisions of Public Law 449, 
78th Congress (58 Stat. 758), providing benefits to seamen for per- 
manent disability resulting from war injuries, payable after exhaustion 
of — under the crew life and injury or second seamen’s war risk 
policy. 

Until June 30, 1959, funds for payment of claims under the above- 
cited statutes were made available to the Department of Commerce, 
Maritime Administration, in annual appropriations for liquidation of 
claims of the War Shipping Administration. 

Under an agreement worked out between the Department of Com- 
merce and the Department of Labor, responsibility for payment of 
claims hereafter would, upon enactment of this bill, be transferred 
to the Department of Labor, to be administered by the Bureau of 
Employees’ Compensation with funds from the Federal employees’ 
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compensation fund, established under the Federal Employees’ Com- 
pensation Act (39 Stat. 742, as amended). 

Section 1 of the bill is intended to make the employees’ compensation 
fund the source of funds, and the Bureau of Employees’ Compensa- 
tion, Department of Labor, the disbursing agency, to continue, from 
July 1, 1959, payments currently being made to beneficiaries under 
the provisions of the crew life and injury and the second seamen’s 
war risk insurance policies, and also to make similar payments in 
the event any dormant cases become active again, thereby requiring 
further payments under the policies. The power and duty to make 
decisions as to the eligibility of beneficiaries for payment and other 
administrative functions with regard to the policies will remain with 
the Maritime Administration until the principal sum of each policy 
is exhausted. At that time, the records for each beneficiary will be 
transferred to the Bureau of Employees’ Compensation for the Bureau 
to determine the eligibility of each beneficiary to receive disability 
payments as set forth in section 2 of the bill. 

Section 2 of the bill is intended to transfer, as of July 1, 1959, to the 
Bureau of Employees’ Compensation, Department of Labor, all 
powers, duties, and functions now administered by the Maritime 
Administration, Department of Commerce, with regard to payment of 
benefits to permanently disabled seamen as established under Public 
Law 449, 78th Congress, when benefits for such seamen from the crew 
life and injury and second seamen’s war risk insurance policies have 
terminated under the terms of the policy. All records, reports, in- 
formation, and certifications regarding active cases of persons receiving 
benefits under Public Law 449, 78th Congress, would be transferred to 
the Bureau of Employees’ Compensation, Department of Labor. The 
bill would not authorize an appeal by, or require a review or rede- 
termination for, beneficiaries now receiving disability payments, unless 
there should be a change in the nature or extent of the beneficiaries’ 
disability. 

Section 3 of the bill would grant authority to the Secretary of Labor 
to make and issue such rules and regulations as necessary in order to 
administer the payments to disabled seamen prescribed in the bill. 

Section 4 would establish July 1, 1959, as the effective date of the 
bill. As of that date there are no longer any funds for payment of 
insurance and disability claims by the Maritime Administration, 
Department of Commerce. 

Your committee understands that the Department of Labor will be 
able to handle the functions so transferred without additional per- 
sonnel. 

The letter of the Acting Secretary of Commerce, dated July 2, 1959, 
requesting introduction of the bill, together with a statement of 
purpose and provisions of the bill, follows; also the comments of the 
Under Secretary of Labor, dated July 15, 1959. 

There are no objections to enactment on the part of Government 
departments or agencies. 
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Tue SECRETARY OF COMMERCE, 
Washington, D.C., July 2, 1959. 
Hon. Ricuarp M. Nrxon;! 
President of the Senate, 
U.S. Senate, Washington, D.C. 


Dear Mr. PresipEent: There are submitted herewith four copies of 
a proposed bill, together with a statement of purpose and provisions 
of the draft bill, to transfer from the Department of Commerce to the 
Department of Labor certain functions in respect of insurance benefits 
anil disability payments to seamen for World War II service-connected 
injuries, death, or disability. 

The proposed bill is designed to transfer from the Department of 
Commerce to the Department of Labor all functions under Public Law 
449, 78th Congress, in respect of disability claims and medical care for 
partially or totally disabled seamen, and to authorize the payment of 
war risk insurance benefits by the Department of Labor from the 
employees’ compensation fund upon certification of the eligibility of 
beneficiaries by the Department of Commerce. 

The proposed legislation was developed through consultation 
between the Department of Labor and the Department of Commerce. 

The purpose and provisions of the proposed bill are set out in the 
accompanying statement. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this proposed legislation to the Congress. 

Sincerely yours, 
Freperick H. Mvue.uer, 
Acting Secretary of Commerce. 


A BILL To transfer from the Department of Commerce to the Department of 
Labor certain functions in respect of insurance benefits and disability payments 
to seamen for World War II service-connected injuries, death, ordisa bility, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of Com- 
merce shall certify to the Secretary of Labor amounts payable under 
crew life and injury and second seamen’s war risk insurance policies 
issued under authority of subtitle “Insurance” of title II of the 
Merchant Marine Act, 1936, as amended, extended, and supple- 
mented (Act of June 29, 1940, section 222 (54 Stat. 689); Act of 
March 6, 1942 (56 Stat. 140); Act of April 11, 1942 (56 Stat. 214); 
Act of March 24, 1943, section 2 (57 Stat. 45); Act of September 30, 
1944 (58 Stat. 758); Act of August 8, 1946 (60 Stat. 937)). Payments 
of such amounts so certified shall be made by the Secretary of Labor 
from the Employees Compensation Fund established under the Fed- 
eral Employees’ Compensation Act of September 7, 1916, as amended 
(5 U.S.C. 751, 785). 

Sec. 2. The powers, duties, and functions of the Secretary of 
Commerce in respect of permanent total or partial disability benefits 
(allowable upon exhaustion of insurance benefits referred to in section 
1 hereof) under section 2 (c) of the Act of March 24, 1943 (Public 
Law 17, 78th Congress, 57 Stat. 45), as amended by the Act of 
September 30, 1944 (Public Law 449, 78th Congress, 58 Stat. 758), 
are hereby transferred to the Secretary of Labor. Payments of such 


‘Identical letter sent to Hon. Sam Rayburn, Speaker of the House of Representatives. 





2tee 644 *¢ Go &? 


' 
. 


; ' 
. a. 
eteaeere © GE aeee BES is 


; 
' 
Fs 


se 


e? s 6 
$4 © tet @ ort @ & 


i 





4 FUNCTIONS RESPECTING WORLD WAR II INSURANCE BENEFITS 


benefits, including costs and payments on account of medical care 
authorized by the Secretary of Labor, shall be made by him from 
the Employees’ Compensation Fund as established under the Federal 
Employees’ Compensation Act of September 7, 1916, as amended 
(5 U.S.C. 751, 785). The Secretary of Commerce shall furnish to 
the Secretary of Labor such information, data, and reports and cer- 
tifications in respect of cases within the purview of this section as 
the Secretary of Labor may request. Nothing in this section shall 
be construed to authorize any appeal to, or review or redetermination 
by, the Secretary of Labor from any order, finding, determination, 
or adjudication in respect of eligibility for benefits made by the 
Secretary of Commerce in force on the effective date of this Act, 
except upon a showing to the satisfaction of the Secretary of Labor 
of a change in the nature and extent of the disability for which bene- 
fits were approved for payment in accordance with the provisions of 
such Acts. 

Src. 3. The Secretary of Labor is authorized to make such rules 
and regulations as he may deem necessary or appropriate to carry 
on the provisions of this Act and the functions vested in him by 
this Act. 

Sec. 4. This Act shall become effective as of July 1, 1959. 





STATEMENT OF PURPOSE AND PROVISIONS OF DRAFT BILL TO TRANSFER 
FROM THE DEPARTMENT OF COMMERCE TO THE DEPARTMENT OF LABOR 
CERTAIN FUNCTIONS IN RESPECT OF INSURANCE BENEFITS AND DIS- 
ABILITY PAYMENTS TO SEAMEN FOR WORLD WAR II SERVICE-CONNEC- 
TED INJURIES, DEATH, OR DISABILITY, AND FOR OTHER PURPOSES 


The Department of Commerce through the Maritime Administra- 
tion is responsible for administering the provisions of (1) section 222 of 
subtitle “‘Insurance’”’ of title II of the Merchant Marine Act, 1936, as 
amended,’ relating to marine war risk insurance for crew life and injury 
and second seamen’s war risk insurance policies; and (2) the provisions 
of Public Law 449, 78th Congress, act of September 30, 1944 (58 
Stat 758), which provides benefits to seamen for permanent disability 
(partial or total) resulting from war injuries, payable after exhaustion 
of panes under the crew life and injury or second seamen’s war risk 

olicy. 

7 In accordance with consultations between the Department of Labor 
and the Department of Commerce, it is proposed to transfer from the 
Department of Commerce to the Department of Labor all functions 
under Public Law 449, 78th Congress, in respect of disability claims 
and medical care, and to authorize the payment of war risk insurance 
benefits by the Department of Labor from the employees’ compensa- 
tion fund upon certification of the eligibility of beneficiaries by the 
Department of Commerce. 

By far the larger volume of administrative activity and payments 
arise under the postinsurance benefits of Public Law 449, 78th Con- 
gress. Payments of these benefits have been made from a special 
fund which has been made available in annual appropriations for 


2 Act of June 29, 1940, sec. 222 (54 Stat. 689); act of Mar. 6, 1942 (56 Stat. 140); act of Apr. 11, 1942 (56 Stat. 


214); act of Mar. 24, 1943, sec. 2 (57 Stat. 45); act of Sept. 30, 1944 (58 Stat. 758); act of Aug. 8, 1946 (60 Stat. 
937) 
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liquidation of claims of the War Shipping Administration. The 1959 
appropriation for the Department of Commerce (Public Law 85-766, 
72 Stat. 866) continued the funds available for these payments only 
until June 30, 1959. After that date, the Maritime Administration 
will have no funds from which these disability payments can be made. 

Currently there are 62 seamen beneficiaries receiving monthly 
disability payments pursuant to Public Law 449, 78th Congress. 
These seamen are entitled under the law to receive such benefits for 
as long as they live and are unable to work at gainful employment 
due to injuries sustained as a result of enemy action durin World 
War II. The monthly payments vary, depending on several factors 
such as disability rate, wages at the time of injury, dependency, need 
for an attendant’s services, and in some cases any current monthly 
earnings. Payments on these cases for the fiscal year July 1, 1957, 
to June 30, 1958, were $124,188.92 It is estimated that the payments 
for the fiscal year ending June 30, 1959, will be approximately $140,000. 

Arrangements have been made by the Maritime Administration 
with the U.S. Public Health Service to furnish hospital and medical 
care where possible to these disabled seamen on a reimbursable basis. 
When necessary, private hospital and medical care is also furnished. 
Other related expenses such as replacement of artificial limbs, ortho- 
pedic shoes, and hearing aids, together with nominal travel allow- 
ances, are incurred in connection with these disabled seamen. Pay- 
ments for hospitalization and medical care for these seamen during 
the fiscal year July 1, 1957, to July 1, 1958, were $25,693.45. It is 
estimated that the payments for the fiscal year ending June 30, 1959, 
will be approximately $30,000. 

At present only one seaman is receiving monthly benefits under the 
crew life and injury policy issued by the former War Shipping Admin- 
istration. These payments amount to $100 a month when the seaman 
is hospitalized and $150 a month when not hospitalized in accordance 
with the provisions of the policy. Approximately $4,000 has been 
paid to the beneficiary at this time. After the final payment on the 
insurance policy (about November 1959), this disabled seaman will 
become eligible for continued benefits under the provisions of Public 
Law 449, 78th Congress. 

There are at present several cases pending involving claims of 
eligibility for disability benefits under the provisions of the second 
seamen’s war risk policy or the crew life and injury policy issued by 
the War Shipping Administration during World War II. These claims 
are the result of a recurrence of injuries sustained, or a disease con- 
tracted (primarily tuberculosis) by seamen during World War II 
through enemy action or internment in an enemy prison camp, and 
such seamen only received partial benefits from the policy. It is 
estimated that $20,000 annually will be needed for this contingency 
to cover monthly disability benefits and hospital and medical expenses. 

Additionally there are certain beneficiaries who have not yet actu- 
ally received the death benefits from crew life and injury policies due 
to the fact that such beneficiaries reside in foreign blocked countries 
to which U.S. funds cannot be transferred at this time. A sum of 
$12,000 is needed to cover this obligation. 

Based on prior costs it is estimated that $200,000 annually will be 
required for the next few years to discharge the payments arising 
from war risk insurance, disability claims, and medical benefits for 
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World War II seamen. In this connection it should be noted that 
the obligation for these payments is now approaching peak costs due 
to the ages of the disabled seamen, and that thereafter the payments 
will gradually diminish to the point of complete expiration. 

Payments of benefits to disabled seamen under Public Law 449, 
78th Congress, are payable in accordance with rate schedules pre- 
scribed for employees’ compensation benefits by the Federal Em- 
ployees’ Compensation Act. 





U.S. Department or Lasor, 
OFFICE OF THE SECRETARY, 
Washington, July 15, 1959. 
Hon. Warren G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Dear Senator Macnuson: This is in further reply to your request 
for our comments on S. 2334, a bill to transfer from the Department 
of Commerce to the Department of Labor certain functions in respect 
of insurance benefits and disability payments to seamen for World 
War II service-connected injuries, death, or disability, and for other 
purposes. 

e purpose of this proposal is to transfer from the Secretary of 
Commerce to the Secretary of Labor functions relating to the pay- 
ment of disability benefits for seamen employed by the War Shipping 
Administration during World War II. The bill authorizes the Secre- 
tary of Labor to pay from the Federal employees’ compensation fund, 
established under the Federal Employees’ Compensation Act (39 
Stat. 742, as amended), disability claims arising under certain war 
risk insurance policies issued to seamen under existing law. It would 
also authorize the Secretary of Labor to adjudicate disability claims 
for seamen who have exhausted their insurance benefits under these 
war risk insurance policies and who are eligible under existing law for 
further disability benefits measured by the benefits for Federal em- 
ployees under the Federal Employees’ Compensation Act. Payment of 
these claims would also be authorized from the employees’ com- 
pensation fund. 

We understand that funds for the payment, by the Secretary of 
Commerce, of the disability claims to which S. 2334 relates, have been 
discontinued by Congress as of the beginning of the current fiscal year. 
S. 2334 is therefore made retroactive to July 1, 1959, to prevent any 
loss of benefits. 

We would not object to the enactment of this proposal. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
James T. O’CoNnNELL, 
Under Secretary of Labor. 


There are no changes in existing law. 
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CONSENTING TO AN INTERSTATE COMPACT TO 
CONSERVE OIL AND GAS 


Juty 23, 1959.—Ordered to be printed 


Mr. AnpERsSON, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.J. Res. 280) 


The Committee on Interior and Insular Affairs, to whom was 
referred the joint resolution (H.J. Res. 280) consenting to an inter- 
state compact to conserve oil and gas, having considered the same, 
report favorably thereon without amendment and recommend that 
the joint resolution do pass. 

All executive agencies concerned have reported favorably on the 
measure, and committee action was unanimous. 


PURPOSE OF MEASURE 


House Joint Resolution 280 gives the consent of the Congress to 
extension and renewal, for a period of 4 years from September 1, 1959, 
of ‘he interstate compact to conserve oil and gas. ‘The compact was 
first approved by the 74th Congress in 1935 (49 Stat. 939), and has 
been renewed and extended by successive Congresses seven times since 
then, most recently by Public Law 185, 84th Congress, Ist session 
(69 Stat. 385). The measure that became this Public Law was 
Senate Joint Resolution 38, which was considered and reported 
favorably by the Committee on Interior and Insular Affairs in May 
1955. 

During Senate floor consideration of the resolution in July of 1955, 
a provision was added requiring annual reports by the Attorney 
General of the United States on whether the activities of the States 
under the compact were consistent with article V of the compact. 
Article V provides: 


It is not the purpose of this compact to authorize the 
States joining herein to limit the production of oil or gas for 
the purpose of stabilizing or fixing the price thereof, or create 
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or perpetuate monopoly, or to promote regimentation, but is 
limited to the purpose of conserving oil and gas and pre- 
venting the avoidable waste thereof within reasonable 
limitations. 


The Attorney General has made the required reports each year, and 
in each has given the States a clean bill of health with respect to the 
observance of article V. 

This provision for surveillance and report by the Attorney General 
has been retained in House Joint Resolution 280, despite the recom- 
mendation of the Deputy Attorney General that the Department be 
relieved of such responsibility. (See letter of Hon. Lawrence E. 
Walsh to Congressman Oren Harris.) 

More than half the States of the Union, representing the greater 
part of our domestic oil production, are members of the compact, and 
the committee finds that in its 24 years of existence it has achieved 
notable success in fulfilling its avowed mission of preventing waste of 
oil and gas through local, State action. 


THE COMPACT 


The text of the provisions of the compact, and its legal history, 
are set forth in full in House Joint Resolution 280. 
Article II provides: 


The purpose of this compact is to conserve oil and gas 
by the prevention of physical waste thereof from any 
cause (lines 2-4, p. 4, of H.J. Res. 280). 


Member States agree to enact and enforce State legislation to 
revent waste of oil and gas, and article VI provides for each member 
tate to appoint one representative to a Commission, designated the 

Interstate Oil Compact Commission, the duty of which shall be— 


to make inquiry and ascertain from time to time such 
methods, practices, circumstances, and conditions as may 
be disclosed for bringing about conservation and the pre- 
vention of physical waste of oil and gas, and at such intervals 
as said Commission deems beneficial it shall report its findings 
and recommendations to the several States for adoption or 
rejection. 


The Commission has no power of compulsion. Its sole and only 
purpose is to assist the States, industry, and public in general in 


promoting the conservation program, the compact providing, by its 
terms, that— 


_The Commission shall have power to recommend the coor- 
dination of the exercise of the — powers of the several 
States within their several jurisdictions to promote the max- 


imum ultimate recovery from the petroleum reserves of said 
States, and to recommend measures for the maximum ulti- 
mate recovery of oil and gas. 


Thus, the sole authority for carrying out the conservation program 
rests with the member States. 

Any State may withdraw on 60 days’ notice, but no State has ever 
exercised this privilege. Rather, membership has steadily increased 
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from the original 6 sponsoring States to a total of 29 active States 
(i.e., States in which oil or gas is now produced) and 6 associate 
members (i.e., States in which there are excellent prospects that oil 
or gas will be produced). 


INTERSTATE COMPACT TO CONSERVE OIL AND GAS 


MEMBERSHIP IN THE COMPACT 


The agreement to extend and renew this compact for a period of 
4 years from September 1, 1959, to September 1, 1963, has been duly 
executed by the representatives of Alabama, Alaska, Arizona, Ar- 
kansas, Colorado, Florida, Illinois, Indiana, Kansas, Kentucky, 
Louisiana, Michigan, Mississippi, Montana. Nebraska, Nevada, New 
Mexico, New York, North Dakota, Ohio, Oklahoma, Pennsylvania, 
South Dakota, Tennessee, Texas, Utah, Washington, West Virginia, 
and Wyoming. It will be noted that the attested signatures of the 
Governors of Alaska, Illinois, and Kansas do not appear in the joint 
resolution. The committee has been informed that the Governors of 
Alaska and Kansas have executed the agreement since the resolution 
was introduced and that enabling legislation has been enacted by the 
Illinois Legislature effective July 1, 1959. 


BACKGROUND OF COMPACT 


In 1931, when the oil industry was threatened with complete 
demoralization as a result of the uncontrolled and wastefully produced 
flood of oil from the east Texas and Oklahoma fields, the Governors of 
those States and of New Mexico and Kansas formed a Governors 
committee, which became an Oil States Advisory Committee, to find 
ways of meeting the critical situation. A draft of a uniform legisla- 
tive act for conservation and interstate compact was presented to 
Congress but failed of passage. Throughout 1932-34, many meetin 
were held and objectionable features of the earlier compact proposals 
were eliminated, and in December 1934 a subcommittee of the a 
Interstate and Foreign Commerce Committee reported to the 
Congress: 


We strongly urge upon the oil-producing States the adop- 
tion of State compacts to deal with the problems of produc- 
tion of petroleum with which individual States are powerless 
to cope— 

and gave its opinion that— 

AState compact * * * is the solution of those problems of 

petroleum production which cannot be solved with modifica- 


tion of the “law of capture” and other legislation operating 
within State boundaries. 


Enactment of the parent interstate oil compact law, Public Resolution 
67, 74th Congress, followed. 


CONGRESSIONAL APPROVAL NECESSARY 
Article I. section 10, of the Constitution of the United States 
provides: 


No State shall, without the consent of Congress, * * * 


enter into any agreement or compact with another State 
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The committee finds that the interstate oil compact is in complete 
harmony with the American form of government. It preserves the 
rights of each of the separate States to deal with its own problems in 
its own way, while allowing them to work together on a sound program 
acceptable to all without Federal control. 

Conservation of natural resources has become a fixed and well- 
established national policy. Our oil and gas resources are irreplace- 
able. The public welfare demands their proper utilization and 
development, in the interest of the national economy and national 
security. 

Under our system of government, the responsibility for producing 
oil and gas should rest with the States in which they are produced, 
but because of the physical nature of oil and gas, and the economics of 
production and marketing, interstate cooperation is necessary. The 
committee find as a fact that the interstate oil compact has provided 
the necessary mechanism for such cooperation. 

In view of the demonstrated value to the national interest of the 
group accomplishments resulting from this compact and its several 
extensions, the committee recommend favorable action on this joint 
resolution. 


EXECUTIVE AGENCY REPORTS 


The reports on H.R. 280 of all of the agencies of the executive branch 
of the Federal Government concerned with the operation of the 
interstate oil compact are set forth below. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 4, 1959. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, House of 
Representatives, Washington, D.C. 

Dear Mr. Harris: This responds to your request for the views 
of this Department on House Joint Resolution 280, consenting to an 
interstate compact to conserve oil and gas. 

We recommend the enactment of House Joint Resolution 280. 

This joint resolution would extend the life of the interstate com- 
pact to conserve oil and gas for a period of 4 years from September 1, 
1959. The compact has been extended from time to time with the 
present expiration date of September 1, 1959. 

Since formation on February 16, 1935, when 6 States were mem- 
bers, the membership has grown to 31 States in 1958. The compact 
has been the leader in the spreading of sound conservation practices 
throughout most of the oil and gas producing States of this country. 
It has provided a forum at which State officials, representatives of 
regulatory bodies, representatives of the oil and gas industry, and 
representatives from such Federal Government agencies as the De- 

artment of Defense, the Department of Interior, and the Federal 
Power Commission, could discuss conservation problems of common 
interest with the view toward improving and standardizing conserva- 


tion practices throughout the country. It has been very successful 
in this effort. 
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Its influence extends beyond the borders of this country, and its 
guidance and counsel have been sought by oil producing provinces 
in Canada, by Mexico, Colombia, and Venezuela. The Canadian 
Provinces of Alberta and Saskatchewan have made full use of the 
experience and advice they have been able to obtain from the Com- 
pact Commission. Alberta, Saskatchewan, and the countries of Vene- 
zuela and Colombia regularly send observers to meetings of the 
Interstate Oil Compact Commission. 

The Compact Commission has its headquarters in the State Capitol, 
Oklahoma City, Okla. This office regularly publishes digests of con- 
servation rules, regulations and practices, and special volumes on 
various aspects of conservation. It has been particularly helpful in 
its work on secondary recovery of oil, not only in the techniques but 
also promoting the establishment of effective conservation rules within 
the States. 

Because of the outstanding service this compact renders to oil and 
gas conservation and the need for continuing improvement in con- 
servation throughout all oil producing States, further extension of the 
compact by favorable congressional action is definitely in the national 
interest. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Eimer F. Bennett, 
Acting Secretary of the Interior. 


DEPARTMENT OF STATE, 
Washington, May 7, 1959. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

Dear Mr. Harris: Reference is made to your letters of February 
9 and March 9, 1959, requesting a report on H.R. 3167 and House 
Joint Resolution 280. Both bills concern the interstate compact to 
conserve oil and gas. 

The Department of State has no objection to the passage of the 
joint resolution, which represents the eighth extension of legislation 
enacted originally in 1935. 

The version currently in force is Public Law 185, 84th Congress, 
which was introduced as House Joint Resolution 143 and Senate Joint 
Resolution 38. On March 1, 1955, the Department wrote that it had 
no objection to the enactment of these joint resolutions. It knows 
of no occurrence since that time that alters the situation and, conse- 
quently, does not recommend the enactment of H.R. 3167, a bill to 
repeal the present law. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Wiutuiam B. Macomser, ZJr., 
Assistant Secretary 
(For the Secretary of State). 
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GENERAL CoUNSEL OF THE DEPARTMENT OF DEFENSE, 
Washington, D.C., May 4, 1959. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 


Dear Mr. CuarrMan: I refer to your letter of March 9, 1959, 
requesting a report by the Department of Defense on House Joint 
Resolution 280, 86th Congress, a resolution consenting to an interstate 
compact to conserve oil and gas. 

The subject joint resolution has as its purpose the extension and 
renewal for a period of 4 years from September 1, 1959, of the interstate 
compact to conserve oil and gas. 

Since oil and gas are essential to national security, conservation of 
these resources by the prevention of waste should be supported. 
Accordingly, the Department of Defense favors enactment of House 
Joint Resolution 280. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to the Congress. 

Sincerely yours, 


Ropert DecHeErt. 





EXxeEcuTIvE OFFICE OF THE PRESIDENT, 
BurEAvU OF THE BupGet, 
Washington, D.C., May 4, 1959. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


My Dear Mr. Harais: This will acknowledge your letters of Feb- 
ruary 9, and March 9, 1959, inviting the Bureau of the Budget to 
comment on H.R. 3167, a bill to repeal the joint resolution entitled 
“Joint resolution consenting to an interstate compact to conserve oil 
and gas” and House Joint Resolution 280, a bill consenting to an 
interstate compact to conserve oil and gas. 

Statutes on which the interstate compact to conserve oil and gas 
has been based have been in force since 1935. The law has been 
extended by the Congress eight times, the last time for a period of 
4 years ending September 1, 1959. House Joint Resolution 280 
would extend the compact for an additional 4 years, while H.R. 3167 
would repeal the present law and make the interstate compact 
ineffective. 

The Bureau of the Budget would have no objective to the enact- 
ment of House Joint Resolution 280, and recommends that H.R. 3167 
not be enacted. 

Sincerely yours, 


Puiu S. Huacues, 
Assistant Director for Legislative Reference. 
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FrepERAL Power Commission, 
Washington, May 1, 1959. 
House Joint Resolution 280—86th Congress, 1st session, ‘‘Consenting 
to an interstate compact to conserve oil and gas.” 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


Dear Mr. Cuarrman: In response to your request of March 9, 
1959, there are enclosed copies of the report of the Federal Power 
Commission on the subject bill. 

Sincerely yours, 
JEROME K. KuyYKENDALL, 


Chairman. 
Enclosure No. 98517. 


FEDERAL POWER COMMISSION REPORT ON HOUSE JOINT RESOLUTION 
280, 86TH CONGRESS, A JOINT RESOLUTION CONSENTING TO AN INTER- 
STATE COMPACT TO CONSERVE OIL AND GAS 


House Joint Resolution 280 would grant the consent of Congress 
to the extension and renewal for a period of 4 years from September 1, 
1959, of the interstate compact to conserve oil and gas. 

The interstate compact to conserve oil and gas was originally ap- 
proved by Congress in 1935. Extensions and renewals of the compact 
have been granted by Congress, with the current 4-year extension 
period running to September 1, 1959. The Interstate Oil Compact 
Commission, composed of representatives of the member States, was 
created by the compact and has continuously functioned under that 
authority. 

It is the Commission’s view that the interstate compact to conserve 
oil and gas, which has as its purpose the conservation of irreplaceable 
natural resources and the prevention of waste, is in harmony with the 
spirit of our Federal form of government. The compact enables the 
signatory States to work together on a voluntary basis to carry outfa 
sound conservation program and thereby accomplish desirable ends 
which might otherwise remain unfulfilled, while at the same time 
preees ring the rights and responsibilities of each of the separate 

tates. 

Section 11(b) of the Natural Gas Act (52 Stat. 827; 15 U.S.C. 
717j(b)) requires the Federal Power Commission “to assemble and 
keep current pertinent information relative to the effect and operation 
of any compact between two or more States heretofore or hereafter 
approved by the Congress, to make such information public, and to 
report to the Congress from time to time, the information so obtained, 
together with such recommendations as may appear to be appropriate 
or necessary to promote the purposes of such compact.’’ In accord- 
ance with this provision of the Gas Act, the Federal Power Commission 
has maintained a continuing interest in the Interstate Oil Compact 
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Commission. For many years the Power Commission has been repre- 
sented at the meetings of the Oil Compact Commission, and has 
thereby been kept informed of the work of that organization. In 
this connection it should be noted that the Power Commission’s 
annual reports to Congress describe the functioning of the Interstate 
Oil Compact Commission and our relationship to the work of that 
body. At one of the two meetings of the Compact Commission held 
during the 1958 fiscal year a panel of two members of the Federal 
Power Commission and two of its senior staff members discussed the 
conservation activities of the States with respect to natural gas con- 
servation as related to tue responsibilities of the Federal Power 
Commission under the Natural Gas Act. (See FPC 38th Annual 
Report (1958), p. 63.) 

The Federal Power Commission has consistently given its support 
to the Oil Compact Commission when the extension of the latter’s 
basic authority has been before the Congress. The Compact Com- 
mission’s activities are of vital interest to the Federal Power Com- 
mission because of their effect on matters relating to the administra- 
tion of the Natural Gas Act. Continued cooperation between the 
Power Commission and the compact organization will tend to effec- 
tuate the declared purpose of the compact agreement and is of utmost 
importance to the conservation of the fuel supply of the Nation. 
We therefore believe that the Compact Commission’s program should 
be continued and fully supported. 

For the reasons stated above the Federal Power Commission favors 
adoption of the joint resolution. 


Freperat Power Commission, 
By Jerome K. KuyKkenpbat, Chairman. 


DEPARTMENT OF JUSTICE, 
Washington, D.C., May 18, 1959. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, House of 
Representatives, Washington, D.C. 

Dear Mr. CuarrMan: This is in response to your request for the 
views of the Department of Justice concerning the joint resolution 
(H.J. Res. 280) consenting to an extension and renewal of the inter- 
state compact to conserve oil and gas. 

The interstate compact to conserve oil and gas, to which 29 States 
are now signatory, is intended to foster action by the oil-producing 
States to conserve irreplaceable domestic resources of oil and gas by 
ending waste incident to production. It was originally executed in 
1935, and has been since extended periodically. Concern that its 
provisions might be used to further anticompetitive practice in the 
industry led at the time of the 1955 extension to amendment of the 
consenting resolution to require the Attorney General to report 
annually on the activities of the States under the compact in this 
respect. 

The joint resolution would provide the consent of Congress, nec- 
essary under the Constitution (art. 1, sec. 7) to the extension of this 
interstate compact for a period of 4 vears. The present period of 
the compact expires September 1, 1959. The second section of the 
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measure would continue for the further period of 4 years, the present 
requirement that the Attorney General report annually to the Congress 
on anticompetitive aspects of activities related to the compact. 

The subject of this legislation is not a matter for which the Depart- 
ment of Justice has primary responsibility, and we prefer to make no 
recommendation as to the adoption of the resolution. 

The Department of Justice has filed annual reports under the present 
compact and has uncovered no basis on which to conclude that the 
compact affects competition in the oil industry. It is believed that 
further reports would serve no useful purpose. This is especially true 
since the periodic necessity of publishing detailed views as to the com- 
petitive functioning of this industry necessarily entails risk of prej- 
udicing pending antitrust enforcement litigation seeking adjudication 
as to the same or closely related antitrust questions. Further, the 
effectiveness of these reports has been reduced by the failure to au- 
thorize this Department to compel the production of information on 
which to base them. Pending antitrust litigation, involving most of 
the larger units in this industry, narrows severely the area in which 
those companies are willing to furnish information voluntarily. 

Finally, it is observed that as a practical matter any questions of 
real competitive concern could not be directly related to the operation 
of this compact in its present form. All State and Federal actions in 
the field of conservation depend for legal validity upon bases wholly 
independent of the compact. No action, Federal or State, limiting 
oil supply is carried out at the direction of the Commission or pursuant 
to common policies established by it. 

It is noted that the resolution does not contain the usual provision 
reserving the right to alter, amend, or repeal the legislation giving 
such consent (see 65 Stat. 205). It is suggested that the measure be 
amended to include such a provision. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely yours, 
LAWRENCE E. Watsa, 


O Deputy Attorney General. 
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PROVIDING FOR THE CONVEYANCE OF CERTAIN LANDS WHICH 
ARE A PART OF THE DES PLAINES PUBLIC HUNTING AND REF- 
UGE AREA AND THE JOLIET ARSENAL MILITARY RESERVATION, 
LOCATED IN WILL COUNTY, ILL., TO THE STATE OF ILLINOIS 


Juty 23, 1959.—Ordered to be printed 


Mr. Musxts, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany S. 747! 


The Committee on Government Operations, to whom was referred 
the bill S. 747, to provide for the conveyance of certain lands known 
as the Des Plaines Public Hunting and Refuge Area to the State of 
Illinois, and for other purposes, having considered the same, report 
favorably thereon with an amendment and recommend that the bill 
as amended do pass. 

The amendment is in the nature of a substitute. 


PURPOSE 


S. 747, as amended, would (1) authorize and direct the Adminis- 
trator of General Services to convey to the State of Illinois approxi- 
mately 946 acres of surplus land in Will County, IIl., at a consideration 
of $303 per acre, or a total of $286,638, for wildlife, conservation, 
and recreational purposes; and (2) authorize and direct the Secretary 
of the Army, contingent upon the State’s purchase of the 946-acre 
tract at the price provided for, to convey to the State of Illinois ap- 
proximately 1,500 acres of land in Will County, Ill., directly con- 
tiguous to the 946-acre tract, without consideration, for wildlife, 
conservation, and recreational purposes. In the case of both trans- 
fers, the instrument of conveyance would be required to provide that 
if the property ceased to be used for wildlife, conservation, and recre- 
ational purposes, it would revert immediately to the United States. 
However, in the case of the 946-acre tract, provision is made for the 
relinquishment by the Administrator of General Services of the rever- 
sionary interest of the United States at the request of the grantee upon 
payment to the United States of the fair market value thereof at the 
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time of relinquishment. Furthermore, title to this tract would be 
conveyed subject to such easements for railroad rights-of-way as the 
Administrator of General Services deems appropriate and necessary 
for the provision of railroad services to the purchasers of adjoining 
tracts from the United States. 

With respect to the 1,500-acre tract, it is further provided that the 
instrument of conveyance shall (1) reserve to the United States all oil, 
gas, and mineral rights in the property; (2) reserve such improvements, 
rights-of-way, easements, and other interests as the Secretary of the 
Army determines should be retained in the Public interest; and (3) 
shall contain a provision to provide that, in the event of a congres- 
sional declaration of a state of war or other national emergency or a 
Presidential declaration of a state of emergency, and upon the deter- 
mination of the Secretary of Defense that the property is useful or 
necessary for military, naval or air purposes or in the interest of na- 
tional defense, the United States is authorized to reenter upon the 
property and use it or any part thereof, without obligation to make 
payment, for a period of not to exceed the duration of such period of 
war or state of emergency plus 6 months. Upon the termination of 
such use by the United States, the property would be returned to the 
State of Illinois together with all buildings and improvements thereon. 
In order to expedite action by the State, provision is made for the 
expiration of the authority contained in this act if the conveyance 
authorized in section 1 thereof is not effected within 1 year after enact- 
ment. 

S. 747, as amended, is designed as a compromise measure which will 
enable an equitable distribution of approximately 3,900 acres of land, 
of which 2,400 acres are surplus property. Under the terms of the 
committee amendment, the State of Illinois will receive 2,446 acres 
at a cost to it of $286,638, to be used for wildlife and recreational pur- 
poses, and the industrial interests in the State will be able to purchase 
1,468 acres to the north of this property which is best suited for indus- 
trial purposes. 

BACKGROUND 


The property in question was originally part of the site of the Joliet 
Arsenal, which was established in 1941 as a powder manufacturing 
plant and a loading plant on 36,092 acres of land. On January 20, 
1948, the Department of the Army made available 4,388.02 acres, 
comprising a portion of the Joliet Arsenal, to the Department of the 
Interior, which thereafter granted a permit to the State of Illinois to 
use the property free of charge for education and conservation pur- 
poses. The State of Illinois, through its department of conservation, 
has been operating this area, since March 29, 1948, as the Des Plaines 
Wildlife and Public Hunting Area. The original authorization, 
which was for a 5-year period, was extended for an additional 5-year 
period which ended in March 1958. Thereafter, although the permit 
terminated, the State continued to operate the area for wildlife and 
public hunting purposes. 

On March 11, 1958, the Department of the Army reported 3,525.29 
acres of this property and improvements thereon, to the General 
Services Administration as excess property. Included in its report of 
excess were 2,414 acres of the public hunting area which were the 
subject of S. 747, as introduced, and included the 946 acres previously 
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referred to. On March 13, 1958, the property was declared surplus. 
The remainder of the hunting area, consisting of approximately 1,500 
acres, was retained by the Department of the Army for Reserve 
training and joint use under an agreement with the State department 
of conservation. This 1,500-acre tract, which is the subject of section 
2 of the committee amendment, is not surplus property, and was not 
included in S. 747 as originally introduced. 

The State ot Illinois, acting pursuant to a 1948 act of Congress, 
applied to the General Services Administration for a transfer of the 
2,414 acres to the State for wildlife conservation and as a public 
hunting area. This statute (16 U.S.C. 667b) provides that upon 
request, real property which is under the jurisdiction or control of a 
Federal agency and is no longer required by such agency, may be 
transferred without reimbursement or transfer of funds (1) if it can be 
utilized for wildlife conservation purposes of the agency of the State 
exercising administration over the wildlife resources of the State 
wherein the real property lies; and (2) is chiefly valuable for use for 
any such purpose, and which, in the determination of the Administra- 
tor of General Services, is available for such use. 

It appears that due to the proximity of the land to a navigable 
river, railroad sidings, spur lines and the development of a super- 
highway, the land, in the judgment of the Administrator of General 
Services, has become valuable for industrial purposes. Accordingly, 
the General Services Administration completed a plan for disposal of 
the property by sealed bid on December 29, 1958. ‘The property was 
advertised for sale on February 2. 1959. 


CURRENT DEVELOPMENTS 


On January 28, 1959, Senator Paul H. Douglas introduced S. 747, 
‘n its original form. As introduced, the bill would have authorized 
and directed the Administrator of General Services to convey to the 
State of Illinois, without consideration, the 2,414 acres of surplus real 
property, referred to above, for wildlife, conservation. and recreational 
purposes. The bill also contamed the usual reversionary clauses in 
the event that the property ceased to be used for such purposes. On 
January 29, 1959, Senator Douglas sent a telegram to the Adminis- 
trator of General Services requesting him to discontinue current efforts 
to dispose of the property until the Congress had an opportunity to 
consider the bill then pending. 

Following a series of communications between the chairman of this 
committee, Senator Douglas and the Administrator of General Sery- 
ices (hearings, pp. 3-4), the chairman (of the committee) addressed 
a letter to the Administrator requesting that he withhold the award 
until the committee had an opportunity to consider the then pending 
bill. The Administrator of General Services subsequently advised the 
chairman of the committee that the bids would be opened on March 
16, 1959, and that the General Services Administration would have 
90 days in which to accept or reject the bids received. He advised 
further that no awards would be made pending further advice from 
the committee. 

On March 20, 1959, at an executive session of the committee, the 
chairman appointed a special subcommittee to consider S. 747, as 
introduced, and the then pending disposal. This subcommittee con- 
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sisted of Senator Edmund S. Muskie, as chairman, and Senators 
Ernest Gruening and Homer E. Capehart as members. 

By letter, dated March 24, 1959, referring to the bill as introduced, 
the Administrator of General Services advised the chairman of the 
committee as follows: 


GSA is opposed to the enactment of this measure because 
we are opposed in principle to the enactment of special legis- 
lation which has for its purpose the disposition of specific 
property when the disposal of such property could be accom- 
plished in accordance with existing law of general application. 
If any portion or all of this property were determined to be 
chiefly valuable for wildlife conservation purposes, it could 
be transferred to the State of Illinois in accordance with 
existing law. 

The Bureau of the Budget advised the committee that it concurred 
in the views expressed by the Administrator of General Services 
on 5. 747, as introduced, and opposed favorable action on the measure. 

The original acquisition cost of the property covered by the bill, 
as introduced, was $615,119, of which $416,836 was paid for the land 
and $198,283 for improvements. The committee was informed that 
when the bids were opened on March 16, 1959, the property, which 
was offered in three separate parcels, brought in a high bid on all 
three totaling $1,345,418, broken down as follows: parcel No. 1 (620 
acres), $499,100; parcel No. 2 (848 acres), $559,680; and parcel 
No. 3 (946 acres), $286,638. The high bidder was a wholly owned 
subsidiary of the Atchison, Topeka & Santa Fe Railroad. The 
Administrator of General Services advised that— 


“Enactment of S. 747, as introduced, would result in a fiscal 
loss to the Federal Government in the amount of the prices 
bid for the property.” 

HEARINGS 


Hearings on S. 747, as introduced, were held by the special subcom- 
mittee on April 9 and 10, 1959. Appearing in support of the bill were 
Senator Paul H. Douglas; Glen D. Palmer, director, department of 
conservation, State of Illinois; Herman Rebhan, international repre- 
sentative, United Auto Workers Union; John T. Kelly, secretary, 
Northern Zone Association of Sportsmen’s and Conservation Clubs; 
Burton H. Atwood, secretary, Izaak Walton League of America; 
William E. Hewitt, Illinois Federation of Sportsmen’s Clubs; C. R. 
Gutermuth, vice president, Wildlife Management Institute; Royal B. 
McClelland, executive secretary, Illinois Federation of Sportsmen’s 
Club; Stanley Ekedahl, president, Will County Sportsmen’s Club; 
Floyd Zebell, secretary, Will County Sportsmen’s Clubs; and Stewart 
M. Brandborg, assistant conservation director, National Wildlife 
Federation. 

Appearing in opposition to the bill were Franklin Floete, Adminis- 
trator, and Joseph E. Moody, Assistant Commissioner of Disposal 
and Acquisition, General Services Administration; Senator Everett 
M. Dirksen; William J. Joyce, president, Joliet Association of Com- 
merce; James R. Keck, executive vice president, Joliet Association of 
Commerce; Meade Baltz, chairman, Will County Board of Super- 
visors; Stanley Lubick; Stanley Krzywonos, subdistrict director, 
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United Steelworkers of America, AFL-CIO; George W. Cox, assistant 
to the president, Atchison, Topeka & Santa Fe Railroad; and Charles 
F. Wilson, director, industrial development division, Chicago Associa- 
tion of Commerce and Industry. 

Witnesses appearing in support of the bill, as introduced, stressed 
the importance to health and welfare of adequate public recreational 
facilities. Particular emphasis was placed upon the fact that the 
property in question is only about 45 minutes from the heart of Chicago 
and is the only site suitable for the development of a recreational area 
in a region which contains one of the heaviest population concentra- 
tions in that part of the United States. It was also stated that, if 
the land were devoted to industrial purposes, it would forever preclude 
its use for public recreational purposes. 

Mr. Glenn D. Palmer, director of conservation, State of Illirois, 
indicated that the State had invested a considerable amount of money 
in the 2,414 acres under consideration, in the form of various types 
of improvements. Although he testified that approximately $500,000 
had been expended by the State for such purposes during the past 10 
years, he was unable to provide any precise information to substantiate 
this figure. He finally indicated, however, that the State might be 
willing to purchase the property at a reasonable figure. 

Opponents of the bill testified that although they were fully aware 
of the importance of recreational facilities, the area in question is 
ideally suited for industrial development with respect to waterways, 
rail spurs, transportation services, markets, and labor force; that the 
Joliet area has virtually become a depressed area with approximately 
10 percent of unemployment, due partly to a cutback in the payroll 
of the Joliet Arsenal from a peak of 24,000 to less than 1,500; that 
the widespread unemployment in the area could be absorbed by 
attracting new industry; that the property should be returned to 
private industry so as to restore it to the tax rolls and provide taxin 
authorities with much-needed income; and that other parcels of and 
were available in the vicinity which were being used jointly by the 
Army and the conservationists for hunting and wildlife purposes and 
which were just as suitable for public hunting and recreation as the 
2,400-acre parcel under consideration. 

The Administrator of General Services, testified that although he 
fully appreciated the need for and importance of adequate recreational 
facilities, in his judgment, the public interest would be best served 
by the use of at ee the major portion of the property for industrial 
purposes in view of its location, the available facilities, and the great 
industrial potential. Furthermore, the disposal of the property to 
industry would yield a return to the Federal Government of more 
than $1 million which makes it clear that the property is not chiefly 
valuable for recreational and wildlife purposes. 

He indicated that he believed that a compromise might be worked 
out under which two of the three parcels comprising the 2,414-acre 
tract might be disposed of for utilization for industrial purposes and 
the remaining parcel, comprising 946 acres of the least valuable land, 
might be sold to the State of Illinois at the reasonable fair market 
value for recreational purposes. He stated further that he was pre- 
pared to discuss the matter with officials of the State. 
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FURTHER DEVELOPMENTS 


The basic issue developed at the hearings, as indicated in the 
preceding section, was whether the interests of the public and of the 
Government would be best served by the use of the property for 
recreational, wildlife, and conservation purposes or for industrial 
development. Furthermore, the testimony of the director of con- 
servation, State of Illinois, and the Administrator of General Services, 
indicated that there was definitely an area of possible agreement 
between the State of Illinois and the General Services Administration 
relative to the ultimate disposition of all or part of the property. 
Accordingly, the chairman of the special subcommittee wrote to the 
Governor of Illinois, advising him of the basic issue developed at the 
hearings as well as the indication of possible agreement, and suggested 
that the State of Illinois might— 


desire to initiate a conference with the Administrator of 
General Services at which time a solution to the problem 
may be worked out to the satisfaction of everyone concerned. 


Subsequently, the special subcommittee was advised that such a con- 
ference had taken place. 

Following these negotiations, Senator Everett M. Dirksen, on May 
13, 1959, introduced an amendment intended to be proposed as a 
substitute for S. 747. This proposed amendment, which was sub- 
stantially similar to section 2 of the committee amendment, provided 
for the transfer of the 1,500-acre tract, referred to in that section, by 
the Secretary of the Army to the State of Lllinois, without considera- 
tion. In introducing his proposed amendment, Senator Dirksen 
stated, in effect, that the adoption of his proposal would be satisfac- 
tory to all parties in interest, including the State of Illinois, the 
conservation interests, and the industrial interests. 

By letter dated June 18, 1959, the Department of the Army ad- 
vised the special subcommittee that they were opposed to the pro- 
posed transfer for the following reasons: (1) the property in question 
is not excess to its needs and is presently being used for Reserve 
training purposes for reservists in the Chicago area during certain 
times of the year; (2) long-range plans have been formulated by the 
Army for year-round training exercises for 167 Reserve units with 
an actual aggregate strength of 12,672 personnel; (3) under the terms 
of an understanding between the conservation department of the 
State of Illinois and the commanding general, 5th Army, arrived at 
in June 1957, the State would continue to operate a public hunting 
area under a permit from the Army, and reservists while in training 
would not be permitted to hunt or fish; conservation areas developed 
by the State conservation department would be retained without 
interference by the military; and the area would be open for public 
use, except when in actual use for military training; and no training 
would be undertaken during the period established by the State as 
the pheasant hunting season, 

The Department of the Army proposed, however, to transfer 
another tract of land, comprising approximately 1,375 acres, which 
is excess to its needs, located to the east and south of the 1,500 acres 
here in question, a portion of which had previously been reported to 
the Administrator of General Services as excess property. Accord- 
ingly, the Department of the Army suggested that the Dirksen amend- 
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ment be amended to provide for the transfer by the Secretary of the 
Army to the State of Illinois of an area not to exceed 1,500 acres of 
lands now or formerly part of the Joliet Arsenal, as determined by 
the Secretary of the Army to be available for nonmilitary purposes, 
an enabling the transfer of the 1,375-acre tract to the State of 
Illinois. 

By letter dated June 18, 1959, Senator Paul H. Douglas, the sponsor 
of S. 747, as introduced, advised the special subcommittee that the 
proposal of the Department of the Army was not acceptable to the 
wildlife and conservation interests in the State of Illinois, since the 
land was not suitable for such purposes. 

On July 8, 1959, the Bureau of the Budget advised that it supported 
the position of the Department of the Army, to the effect that the 
Dirksen amendment be amended to give the Secretary of the Army 
authority to determine which area should be transferred by the De- 
partment to the State of Illinois. 


COMMITTEE ACTION 


The special subcommittee gave careful attention to the testimony 
pee at the public hearings on S. 747 and to the comments of the 

epartment of the Army relative to the Dirksen amendment. It 
concluded that (1) there was a serious need for additional wildlife, 
conservation, and recreational facilities in the Chicago area; (2) there 
was also a serious need for further industrial development in that area; 
(3) the two northernmost parcels of surplus property, comprising @ 
total of 1,468 acres, were most suitable for industrial development 
and that the best interests of the people of Illinois would be served 
by it being put to such use; (4) the southernmost parcel of surplus 
property, comprising 946 acres, was not particularly suitable for 
industrial purposes and was more suitable for wildlife and conservation 
use; (5) the 1,500 acres which were the subject of the Dirksen amend- 
ment are particularly suitable for wildlife and conservation purposes, 
since that tract is directly contiguous to the 946-acre tract, lying 
immediately to the south thereof, and is presently being put to such 
use under the terms of an understanding to that effect between the 
State conservation department and the commanding general, 5th 
Army; (6) the parcel offered by the Department of the Army as a 
substitute for the original 1,500-acre tract, lying to the south and east 
of the 946-acre tract, was not contiguous thereto, and is said by 
persons concerned with conservation matters to be unsuitable for 
wildlife and conservation purposes; and (7) that the Department of 
the Army has available to it in the Joliet Arsenal area approximately 
32,000 acres of land, part of which, it appears, could easily be used for 
Reserve training purposes in lieu of the 1,500 acres proposed to be 
utilized for wildlife and conservation purposes. 

Based upon these findings, the special subcommittee concluded 
that the best interests of the State of Illinois and the United States 
would be served by the adoption of a committee amendment in the 
nature of a substitute for S. 747, which would provide (a) for the 
transfer by the Administrator of General Services to the State of 
Illinois of the 946-acre tract of surplus property at the price originally 
bid for it in March 1959 of $303 per acre or a total of $286,638; and 
(6) contingent upon this purchase, the transfer by the Secretary of the 
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Army to the State of Illinois of the 1,500-acre tract immediately to 
the south thereof and contiguous with it, without compensation. 
This would provide the State of Illinois with a total of 2,446 acres of 
land at a cost of $286,638 for wildlife, conservation, and recreation 
purposes which was, in the view of the subcommittee, an amount 
equivalent to its fair market value for the purpose for which it will be 
utilized. The Administrator of General Services would then be free 
to sell to private industry the two northernmost parcels, which are 
most valuable for industrial use, because of their proximity to rail- 
roads, waterways, and highways; and the United States would realize 
a substantial sum of money from the disposal of these properties. 

After due inquiry, the special subcommittee ascertained that 
this arrangement was entirely agreeable to the State of Illinois, the 
conservation interests, and the industrial interests. Finally, the 
subcommittee concluded that, in view of the vast areas of land sur- 
rounding the Joliet Arsenal amounting to approximately 32,000 acres, 
the Department of the Army had failed to make a compelling case for 
the retention of the particular 1,500-acre tract in question as being 
essential to its training program. 


CONCLUSIONS 


After careful review, the committee concurs fully in the findings 
and recommendations of its special subcommittee. 

It is the view of the committee that the amendment in the nature 
of a substitute, recommended by the special subcommittee, would 
result in the best possible land utilization by providing for an equit- 


able distribution of the property in question for industrial use and for 
conservation purposes. The committee also agrees with the conclu- 
sion of its special subcommittee, that the Department of the Army 
has failed to present a compelling case and that there is no indication 
that the national defense will be impaired in any way as a result of a 
transfer of the 1,500 acres of Army property which are now used 
roy for wildlife and conservation purposes and partially for 
eserve training purposes. O 
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86TH CONGRESS SENATE Report 
1st Session No. 566 


ELIMINATING CERTAIN REPORTS OF CHAPLAINS 
JuLy 23, 1959.—Ordered to be printed 


Mrs. Smitu, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H.R. 3290] 


The Committee on Armed Services, to whom was referred the bill 
(H.R. 3290), to amend title 10, United States Code, to eliminate the 
requirement that each chaplain make an annual report to the Secre- 
tary of the Navy, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE 


This bill would repeal a statutory requirement that each chaplain 
must report annually to the Secretary of the Navy on the official 
services performed by him. 


EXPLANATION 


The provision of law that established the reporting requirement 
proposed to be repealed by this bill was enacted in 1860. At that 
time the number of chaplains in the Navy was only 24. These chap- 
lains were widely distributed and the annual reporting system was the 
most effective method for the Secretary of the Navy to keep advised 
of their activities. 

The number of chaplains in the Chaplains Corps of the Navy is 
about 800 at the present time. These chaplains are siieiniea ia 
the Chief of Chaplains who obtains, quarterly, from each fleet or 
district chaplain a statistical summary of the activities of the chaplains 
assigned to those commands. This information subsequently is 
forwarded to the Chief of Naval Personnel and is available to the 
Secretary of the Navy. Because of the existing statutory require- 
ment that each chaplain must submit an annual report to the Secre- 
tary, there is a duplication of time and effort that serves no useful 
purpose. 
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The Chief of Chaplains is primarily concerned with the appoint- 
ment, professional qualifications, distribution, activities, and perform- 
ance of individual chaplains. For practical purposes he performs the 
functions formerly performed directly by the Secretary of the Navy 
in connection with the administration of Navy chaplains. For this 
reason, it appears that the statutory requirement for a separate report 
to the Secretary of the Navy has been outmoded. 


cost 


The Department of Defense estimates that enactment of this meas- 
ure will result in an annual savings of $6,500. 


DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report is a letter from 
the Deputy Secretary of Defense, dated December 22, 1958, indicatin 
that this measure is supported by the Department of Defense amd 
that the Bureau of the Budget has no objection to it. 


THe SECRETARY OF DEFENSE, 
Washington, December 22, 1958. 
Hon. Ricnarp M. Nrxon, 
President of the Senate. 

Dear Mr. Presivent: There is enclosed a draft of proposed legis- 
lation to amend title 10, United States Code, to eliminate the require- 
= that each chaplain make an annual report to the Secretary of the 

avy. 


This proposal is on’ of the Department of Defense legislative 


program for 1959 and the Bureau of the Budget has advised that there 
would be no objection to the presentation of this proposal for the 
consideration of the Congress. The Department of the Navy has 
been designated as the representative of the Department of Defense 
for this legislation. It is recommended that this legislation be 
enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to repeal an existing 
statutory requirement affecting the Department of the Navy which 
requires that “each chaplain shall report annually to the Secretary of 
the Navy the official services performed by him.” 

The provision of law establishing the reporting requirement for 
chaplains in the Navy was enacted in 1860. At that time, and until 
1914, there was a quota of approximately 24 chaplains in the Navy and 
since these chaplains were widely distributed, the annual reporting 
system was the most effective way for the Secretary of the Navy to 
keep advised as to their activities. At the present time however, 
there are approximately 800 chaplains in the Chaplain Corps of the 
Navy. These chaplains are now administered by, and are responsible 
to, the Chief of Chaplains who in addition to routine reporting require- 
ments obtains quarterly from each fleet force or district chaplain a 
statistical summary of the activities of individual chaplains assigned 
to respective commands. This information is subsequently forwarded 
to the Chief of Naval Personnel and is thus available to the Secretary 
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of the Navy. However, because of the existing statutory requirement 
contained in section 6031(d) of title 10, United States Code, indi- 
vidual chaplains are also required to submit an annual report of their 
activities to the Secretary of the Navy, thus resulting in a duplication 
of time and e jort which serves no useful purpose. 

Inasmuch as the Chief of Chaplains is primarily concerned with the 
appointment, professional qualifications, distribution, activities, and 
performance of individual chaplains, he performs for practical pur- 
poses, the functions formerly directly performed by the Secretary of 
the Navy in respect to the administration of Navy chaplains. It 
therefore appears evident that the existing statutory reporting require- 
ment for Navy chaplains has been rendered obsolete, and for this 
reason it is recommended that section 6031(d) of title 10, United 
States Code, be repealed. 


COST AND BUDGET DATA 


It is estimated that the elimination of this reporting requirement 
would result in an annual savings of $6,500 on a navywide basis and 
would be in consonance with the objective of eliminating unnecessary 
reports. 

Sincerely yours, 
Donatp A. Quartss, Deputy. 


CHANGES IN EXISTING LAW 


In compliance with subsection 3 of Rule XXIX of the Standing 
Rules of the Senate, there is printed below in black brackets the text 
of existing law which will be repealed by the provisions of this bill: 


Titxe 10, Unitep States (‘opE 


§ 6031. Chaplains: divine services 

(a) An officer in the Chaplain Corps may conduct public worship 
according to the manner and forms of the church of which he is a 
member. 

(b) The commanders of vessels and naval activities to which 
chaplains are attaehed shall cause divine service to be performed on 
Sunday, whenever the weather and other circumstances allow it to 
be done; and it is earnestly recommended to all oflicers, seamen, and 
others in the naval service diligently to attend at every performance 
of the worship of Almighty God. 

(c) All persons in the Navy and in the Marine Corps are énjoined 
to behave themselves in a reverent and becoming manner during 
divine service. 

{(d) Each chaplain shall report annually to the Secretary of the 
Navy the official services performed by him.] 


O 
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AMENDING THE ACT OF JUNE 21, 1950, RELATING TO THE 
APPOINTMENT OF BOARDS OF MEDICAL OFFICERS 


Juty 23, 1959.—Ordered to be printed 


Mr. Enatez, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany H.R. 3320} 


The Committee on Armed Services, to whom was referred the bill 
(H.R. 3320) to amend the act of June 21, 1950, relating to the appoint- 
ment of boards of medical officers, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE 


This bill would change the method for determining mental com- 
petency of active and retired members of the uniformed services for 
the purpose of permitting pay to which such members otherwise are 
entitled to be paid to their representatives during the period of their 
incompetency. Under existing law such a determination must be 
made by a board of officers of the service to which the member belongs. 
Under this bill the determination of mental competency could ts 
made by a board composed of members of the Federal agency which 
is in fact providing medical treatment for the service member. 


EXPLANATION 
Legislative history 

Public Law 569, 81st Congress, permits the Secretary of the depart- 
ment concerned to designate a person to whom Federal pay otherwise 
due a mental incompetent member of the uniformed services may be 
paid. This law was intended to avoid hardships and expense result- 
ing from the necessity of having a committee, guardian, or other legal 
representative appointed by a civil court. In the infrequent cases 
in which this problem arose, the disbursing officer could not make 
payments otherwise due until judicial proceedings had resulted in the 
appointment of an appropriate representative. 
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Under the 1950 act the determination of the mental competency of 
a member of the uniformed services is based on the recommendation 
of a board of three medical officers appointed by the Secretary of the 
Department of which the person examined is a member. The basic 
law requires that the person designated to receive the pay otherwise 
due a mentally incompetent member must give assurances that any 
sums received will be expended for the benefit of the incompetent 
— If the amount to be paid exceeds $1,000 an appropriate 
»ond must be furnished. If a court of competent jurisdiction appoints 
a legal committee, guardian, or other representative of the incompetent 
person, the appointment of another person to receive the pay of the 
incompetent member is void except for payments made prior to notice 
of the court appointment. 


Change of circumstances 


Since the 1950 law was approved, cross-hospitalization among the 
uniformed services and the Veterans’ Administration has become 
more extensive. When a question of the mental competency of a 
hospitalized member of a uniformed service arises, and the hospitaliza- 
tion is being provided by a cervice different from that to which the 
member belongs, it is necessary that either a board of officers from 
the service to which the member belongs travel to the place of hospital- 
ization or a board of officers from the service to which the member 
belongs review and pass upon medical evidence presented by physi- 
cians actually examining the patient. In either case there is duplica- 
tion of effort and sometimes there is unjustified expense. 

This bill would permit the determination of mental competency to 
be made by a board appointed from the department or agency pro- 
viding the hospitalization. In the rare instances in which hospitali- 
zation is provided in other than a federal facility, the bill requires 
that the competency determination shall remain the responsibility of 
the service to which the member belongs. 


DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report is a letter 
dated December 2, 1958, from the Deputy Secretary of Defense indi- 
cating that this measure is sponsored by the Department of Defense 
and that the Bureau of the Budget has no objection to it. Enactment 
of the bill should result in savings. 


THe SecRETARY OF DEFENSE, 
Washington, December 2, 1958. 

Hon. Sam Raysurn, 

Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of 
legislation to amend the act of June 21, 1950, relating to the appoint- 
ment of boards of medical officers. 

This proposal is a part of the Department of Defense legislative 
program for 1959, and the Bureau of the Budget has advised that 
there would be no objection to the presentation of this proposal for 
the consideration of the Congress. The Department of the Air Force 
has been designated as the representative of the Department of 
Defense for this legislation. It is recommended that this proposal 
be enacted by the Congress. 
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PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to authorize the head 
of the Federal department or agency charged with the hospitalization 
or medical care of a member of the uniformed services (Army, Navy, 
Air Force, Marine Corps, Coast Guard, Coast and Geodetic Survey, 
and Public Health Service) to appoint a board of medical officers 
from among medical officers or physicians of his department or agency 
to determine, in appropriate cases, the mental capacity of the member 
of the uniformed services. 

The act of June 21, 1950 (37 U.S.C. 352), provides that the Secre- 
tary of the department to which a member of the uniformed services 
belongs may designate a person or persons to receive active-duty pay 
and allowances, any amounts due for accumulated or accrued likes, 
or any retired or retainer pay otherwise payable to that member of 
the uniformed services, if, in the opinion of competent medical au- 
thority, that member is mentally incapable of managing his own 
affairs. The act defines competent medical authority as ‘“‘a board of 
not less than three qualified medical officers, one of whom shall be 
specially qualified in the treatment of mental disorders, appointed 
by the Secretary of the department concerned * * * from available 
medical officers.” At the time of enactment of this law, the hos- 
pitalization of both active-duty and retired members of the uniformed 
services was generally a function of the uniformed services. How- 
ever, as a result of Executive Order 10400, dated September 29, 1952, 
responsibility for hospitalization of many members and former 
members was divided between the uniformed services and the Veter- 
ans’ Administration. 

Additionally, in a medical emergency a member of the uniformed 
services may be hospitalized in a Public Health Service hospital, or a 
hospital of another of the military services, dependent upon what 
Federal hospital is nearest. Under the present law, if the question of 
mental competency arises, it is necessary for the head of the depart- 
ment to which the member belongs to appoint a board of medical 
officers to make the necessary determination. In some cases, the 
medical officers may have to travel to the place of hospitalization. 
In others, it is at least necessary for the board to review the determina- 
tions made by the medical staffs of the hospital facilities. This 
process is not only expensive but is frequently time consuming and 
results in delayed decisions as to mental competency, delayed pay- 
ments of military pay, and resultant hardships to the member and 
his family. 

The proposed legislation would authorize the head of the depart- 
ment having jurisdiction of the hospital where the member is hospital- 
ized to appoint the required medical board, thus eliminating the 
expense and delay. However, the proposed legislation retains au- 
thority in the Secretary of the department to which a member of the 
uniformed services belongs to appoint the required board if the 
hospitalization or medical care of the member is not provided by the 
United States in order to take care of the occasional cases in which 
the member is hospitalized in a non-Federal facility. 
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COST AND BUDGET DATA 


Enactment of the proposed legislation will cause no increase in 
budgetary requirements within the Department of Defense. 
Sincerely yours, 
(Signed) Donatp A. Quaruszs, Deputy. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law proposed to be made by 
the bill are shown as follows (existing law to be omitted is enclosed 
in black brackets new matter is printed in italic, and existing law in 
which no change is proposed is ran in roman): 


Section 2 or THE Act or JUNE 21, 1950, Cu. 342, as AMENDED (37 
U.S.C. 352) 


Sec. 2. Any active-duty pay and allowances, or any amounts due 
for accumulated or accrued leave, or any retired or retainer pay, 
otherwise payable to any member of the uniformed services who, in 
the opinion of competent medical authority, is mentally incapable of 
managing his own affairs, is authorized to be paid, for the use and bene- 
fit of such incompetent member, to such person or persons who may 
be designated by the Secretary of the Army, the Secretary of the 
Navy, the Secretary of the Air Force, the Secretary of the Treasury, 
the Secretary of Commerce, the Secretary of Health, Education, and 
Welfare, or such other officer or officers as the respective Secretaries 
may designate for such purposes, without the necessity for appoint- 
ment in judicial proceedings of a committee, guardian, or other legal 
representative, and any payments to the person or persons so ap- 
pointed as provided herein shall constitute a complete discharge of the 
obligation of the United States as to the amounts so paid: Provided, 
That no person serving in a legal, medical, or fiduciary capacity, or 
in any other capacity, shall demand or accept any fee, commission, 
or charge for any services rendered under the authority of, or in con- 
nection with, the provisions of this Act: Provided further, That the 
provisions of this section shall not apply where a legal committee, 
guardian, or other representative has been appointed by a court of 
competent jurisdiction, except as to any payments made hereunder 
prior to the receipt in the paying agency of the department concerned 
of notice of such appointment: [And provided further, That competent 
medical authority shall consist of a board of not less than three quali- 
fied medical officers one of whom shall be specially qualified in the 
treatment of mental disorders, appointed by the secretary of the de- 
partment concerned from available medical officers.] And provided 
further, That competent medicol authority shall con:i:t of a board ap- 
pointed from available medical officers or physicians under his jurisdve- 
tion by the head of whichever of the following departments or agencies is 

roviding medical treatment for the member, or by a person designated 
y the head of that department or agency: 

(1) Department of the Army; 

(2) Department of the Navy; 

(3) Department of the Air Force; 
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(4) Department of Health, Education, and Welfare; or 

(5) Veterans’ Administration. 
Hf the hospitalization or medical care of the member is not provided by 
the United States, the board shall be appointed by the secretary of the 
department having jurisdiction of the member. Each board shall con- 
sist of at least three qualified medical officers or physicians one of 
whom must be specially qualified in the treatment of mental disorders. 


Section 3 or THE Act oF JUNE 21, 1950, Cu. 342, as AMENDED (37 
U.S.C. 353) 


Sec. 3. The secretary of the department concerned and the Admin- 
istrator of Veterans’ Affairs shall prescribe such regulations as may be 
necessary to carry out effectively the provisions of this Act, including 
a requirement that such person or persons designated to receive pay- 
ments as provided in section 2 above shall furnish satisfactory assur- 
ances that amounts received have been and will be applied to the use 
and benefit of the incompetent and, in cases wherein the payments 
may be reasonably expected to exceed $1,000, that a suitable bond 
shall be provided by such person or persons which may be paid for 
out of sums due the incompetent. 


O 
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AMENDING TITLE 10, UNITED STATES CODE, WITH 
RESPECT TO CREDITING CERTAIN SERVICE AS A 
MEMBER OF THE WOMEN’S ARMY AUXILIARY CORPS 


Juty 23, 1959.—Ordered to be printed 


Mr. Tuurmonp, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H.R. 3321] 


The Committee on Armed Services, to whom was referred the bill 
(H.R. 3321) to amend title 10, United States Code, with respect to 
crediting certain service as a member of the Women’s Army Auxiliary 
Corps, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that ‘the bill 
do pass. 

PURPOSE OF THE BILL 


This bill would credit service in the Women’s Army Auxiliary 
Corps as active military duty for any person who subsequently 
served on active duty in any of the Armed Forces. 


EXPLANATION OF THE BILL 


Historical background 


The Women’s Army Auxiliary Corps was authorized by the act of 
May 14, 1942 (56 Stat. 278). Section 12 of this act provides in part 
as follows: 


The corps shall not be a part of the Army, but it shall be 
the only women’s organization authorized to serve with the 
Army, exclusive of the Army Nurse Corps. 


In other words, members of the WAAC served with, but not in, 
the Army. Their status was in contrast to that of members of the 
WAVES, women Marines, and women in the Coast Guard (SPARS) 
who served in their respective services on a military basis rather than 
as an auxiliary or adjunct thereto. 
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After approximately a year’s experience with the WAAC, the War 
Department urged enactment of new legislation to drop the auxiliary 
aspect of the corps and to place it in the Army. However, no pro- 
vision was made to convey retroactively to May 14, 1942, a military 
status on service performed in the WAAC. Consequently, persons 
who initially served in the WAAC and subsequently continued their 
service in the WAAC or one of the other female components do not 
receive credit for their WAAC service, whereas persons who initially 
served in the WAVES, female Marines, or SPARS received credit 
for all their service. 

Status of WAAC 

It has been the general policy of the Congress to restrict benefits 
flowing from the performance of military duty to persons who actually 
served in the active military or naval service of the United States, a 
distinction being drawn as between members of the Armed Forces and 
persons engaged in civilian occupations for the Government, serving 
with or in aid of the Armed Forces. Examples of groups performing 
such related services were the merchant marine, the American Na- 
tional Red Cross, the Civil Air Patrol, the Women’s Auxiliary Serv- 
ice Pilots, the American Field Service, civilian pilots of the Air Trans- 
port Command, the Army Transport. Service, and others. Although 
the reasons vary in each instance, such service has not been credited 
as active military duty for one or a combination of the reasons that 
(1) the persons were free to terminate their employment at will, (2) 
the pay received was in excess of that paid to military personnel, and 
(3) The persons were not subject to military discipline and trial by 
court-martial. An analysis of service in the Women’s Army Auxiliary 
Corps indicates that such service was essentially military. 

Unlike a variety of civilian groups, members ‘of the Women’s Army 
Auxiliary Corps were paid by the Army and in accordance with the 
then existing pay scales for the Regular Army. ‘This resulted in pay 
of only $21 per month for the auxiliary for the first 4 months of service, 
the same rates of pay as for the male private. 

Unlike those civilian groups who were free to terminate their 
employment at will, members of the Women’s Army Auxiliary Corps 
agreed to serve for the duration of the war plus 6 months. Conditions 
governing discharge prior to the expiration of the term of service to 
which they had agreed closely corresponded to those applicable to 
members of the Army. 

Members of the Women’s Army Auxiliary Corps were subject to 
military discipline imposed through a code of conduct prescribed by 
the Secretary of War. 

In addition to meeting the prerequisites of military pay, military 
length of service, and military discipline, members of the WAAC per- 
formed almost exactly the same type of service and under the same 
conditions as members of the WAVES, women Marines, and SPARS. 
The difference in their status is considered one of form instead of 
substance. 


Effect of the bill 

Enactment of this bill would enable former members of the WAAC 
who later performed active service in one of the Armed Forces to 
credit the service as active military duty for all purposes except 
promotion. The most significant result is that the persons affected 
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may receive credit for as much as 16 months of service for longevity 
yay purposes. This time also would be used in determining the 
a of service for mandatory retirement purposes and in comput- 
ing the amount of retirement pay to which the persons involved are 
entitled when mandatorily retired. 

It is possible that some of the persons whose WAAC service would 
be credited by this bill may become entitled to benefits under laws 
administered by the Veterans’ Administration. Benefits under the 
bill are limited, however, to those persons who subsequently served 
on active duty in the Armed Forces. Acceptance of the persons 
covered in one of the Armed Forces creates a presumption that they 
were physically qualified for such service and therefore that the num- 
ber of persons affected by this bill who may have incurred some dis- 
ability during service in the WAAC would be extremely limited. 
The bill contains an election provision requiring persons who may 
become entitled to pension or compensation under laws administered 
by the Veterans’ Administration to make an irrevocable election 
within 1 year after enactment to receive that pension or compensation 
instead of any compensation under the Federal Employees’ Compen- 
sation Act to which the person may be entitled on account of the 
same service. 

COST DATA 


The committee was informed that for fiscal year 1960, 419 officers 
and 565 enlisted women would be advanced to the next higher pay 
rade under the authority of this bill at an estimated cost of $61,953 
or the Army and $38,698 for the Air Force. In addition, there are 
76 retired members of the WAC and the WAF of whom an estimated 
50 percent could be moved into the next higher pay bracket for com- 
putation of retired pay, with a resulting cost of $10,160 for the Army 
and $3,780 for the Air Force during fiscal year 1960. These estimated 
costs would remain fairly constant through fiscal year 1964, at which 
time the active duty cost would decrease slightly and the retired cost 
would increase slightly because of retirements. 


DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report is a letter from 
the late Deputy Secretary of Defense indicating that this proposal is 
part of the legislative program of the Department of Defense and that 
the Bureau of the Budget has no objection to it. 


THe SEcRETARY OF DEFENSE, 
Washington, December 22, 1958. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of legis- 
lation to amend title 10, United States Code, with respect to crediting 
certain service as a member of the Women’s Army Auxiliary Corps, 
and for other purposes. 

This proposal is part of the Department of Defense legislative 
program for 1959 and the Bureau of the Budget has advised that it 
has no objection to the submission of this proposal for the consideration 
of the Congress. The Department of the Air Force has been desig- 
nated as the representative of the Department of Defense for this 
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legislation. It is recommended that this proposal be enacted by the 
Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of the bill is to add a new section 1038 to title 10, 
United States Code, to grant credit for service as a member of the 
Women’s Army Auxiliary Corps to any person who subsequently 
performed active military service in the Armed Forces, as active mili- 
tary service in World War Il. In addition, this legislation would 
provide that a person entitled to pension or compensation adminis- 
tered by the Veterans’ Administration, based upon active military 
service, may elect within 1 year from the effective date of the legis- 
lation to receive that pension or compensation in lieu of any compen- 
sation under the Federal Employees’ Compensation Act, as amended, 
to which such person may be entitled on the basis of the same service. 
The election would be irrevocable and would not create entitlement 
to the pension or compensation for periods prior to the date the elec- 
tion is made. 

The Women’s Army Auxiliary Corps served with the Army under 
regulations prescribed by the Secretary of War; members were, in 
appropriate circumstances, subject to the Articles of War. They 
served in similar positions with the same responsibilities as personnel 
of the Army and their pay scale was similar to that of the Army. 
Persons in the Women’s Army Auxiliary Corps were included in the 
term “persons in military service’ and the term “persons in the 
military service of the United States,” as used in the Soldiers’ and 
Sailors’ Civil Relief Act of 1940 (54 Stat. 1178), as amended. 

Members of the WAVES, female Marines, and SPARS were 
actually commissioned or enlisted in a Reserve component and as such 
were serving in an active military capacity while their counterparts 
in the Army were considered to be an auxiliary only The inequality 
of not crediting service in the Women’s Army Auxiliary Corps has 
been strongly emphasized in connection with the involuntary and 
voluntary recall to extended active duty of women reservists of the 
armed services. Such reservists who had Navy or Marine Corps 
service during the same period of the Women’s Army Auxiliary Corps 
become entitled to more active service credit for basic pay, retire- 
ment, and separation than the recalled women reservists with Women’s 
Army Auxiliary Corps service. 

For the above reasons, it is believed that the enactment of the 
proposed bill is in the interests of equitable treatment of women in 
the services insofar as concerns creditable service for the purposes of 
basic pay, retirement, and severance pay. 

The Department of Defense has consistently opposed the crediting 
of civilian or quasi-military service as active military service, but since 
service in the Women’s Army Auxiliary Corps was military in nature 
this proposal should not be construed as a precedent for the granting 
of similar benefits to other individuals whose service was not military 
in nature even though performed in an organization serving with the 
Armed Forces. 

COST AND BUDGET DATA 


Enactment of this proposal will result in no increase in budgetary 
requirements. 
Sincerely yours, 


Donatp A. Quaruzs, Deputy. 
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CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXTX of the Standing Rules 
of the Senate, there is printed in parallel columns the text of provisions 
of existing laws which would be repealed or amended by the various 
provisions of the bill. 


EXISTING LAW THE BILL 
Tirte 10, Unirep States Cops 


CHAPTER 53—-MISCELLANEOUS 
RIGHTS AND BENEFITS 


* * * * * 


§ 1037. Counsel before foreign 
judicial tribunals and 
administrative agencies; 
court costs and bail 
(a) Under regulations to be 
prescribed by him, the Secretary 
concerned may employ counsel, 
and pay counsel fees, court costs, 
bail, and other expenses incident 
to the representation, before the 
judicial tribunals and administra- 
tive agencies of any foreign nation, 
of persons subject to the Uniform 
Code of Military Justice. So far 
as practicable, these regulations 
shall be uniform for all armed 
forces. 
(b) The person on whose behalf 
& payment is made under this 
section is not liable to reimburse 
the United States for that pay- 
ment, unless he is responsible for 
forfeiture of bail provided under 
subsection (a). 
(c) Appropriations available to 
the military department concerned 
or the Department of the Treas- 
ury, as the case may be, for the 
pay of persons under its jurisdic- 
tion may be used to carry out this 
section. 
That chapter 53 of title 10, United 
States Code, is amended as follows: 
(1) By adding the following new 
section at the end thereof: 
“$1038. Service credit: certain 
service in Women’s 
Army Auxiliary Corps. 
‘In computing years of active 
service of any female member of 
the armed forces, there shall be 
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THE BILL 


credited for all purposes, except 
the right to promotion, in addition 
to any other service that may be 
credited, all active service per- 
formed in the Women’s Army 
Auxiliary Corps after May 13, 
1942, and before September 30, 
1943, if that member performed 
active service in the armed forces 
after September 29, 1943. Service 
as an officer in the Women’s Army 
Auxiliary Corps shall be credited 
as active service in the status of a 
commissioned officer, and service 
as an enrolled member of the Corps 
shall be credited as active service 
in the status of an enlisted mem- 
ber.” 

(2) By adding the following new 
item at the end of the analysis 
thereof: 


“1038. Service credit: certain service in 
Women’s Army Auxiliary 
Corps.” 


Sec. 2. A person entitled to 
pension or compensation under 
any law administered by the Vet- 
erans’ Administration, based upon 
the active service described in 
section 1 of this Act, may elect 
within one year after the enact- 
ment of this Act to receive that 
pension or compensation in lieu of 
any compensation under the Fed- 
eral Employees’ Compensation 
Act, as amended (5 U.S.C. 751 et 
pa to which that person is en- 
titled on the basis of the same 
service. Such an election is ir- 
revocable and does not entitle that 
person to the pension or compen- 
sation for any period before the 
date the election is made. 

Src. 3. No person is entitled to 
back pay or allowances because of 
any service credited under section 
1 of this Act. 
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AMENDING TITLE 10, UNITED STATES CODE, BY REPEALING SEC- 
TION 7475, WHICH RESTRICTS THE INCREASING OF FORCES AT 
NAVAL ACTIVITIES PRIOR TO NATIONAL ELECTIONS 


Juty 23, 1959.—Ordered to be printed 


Mr. Symincron, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H.R. 4068] 


The Committee on Armed Services, to whom was referred the bill 
(H.R. 4068) to amend title 10, United States Code, by repealing sec- 
tion 7475, which restricts the increasing of forces at naval activities 
prior to national elections, having considered the same, report favor- 
ably thereon without amendment and recommend that the bill do pass. 


PURPOSE 


This bill would repeal a law that prohibits an increase in the force 
at a naval activity within 60 days before a national election unless 
the Secretary of the Navy certifies that the needs of the service re- 
quire the increase at that time. 


EXPLANATION 


The provision of law proposed for repeal was originally enacted as 
a of the Naval Appropriation Act for fiscal year 1877, and read as 
ollows: 


and no increase of the force at any navy-yard shall be 
made at any time within sixty days next heftnte any election 
to take place for President of the United States, or member 
of Congress, except when the Secretary of the Navy shall 
certify that the needs of the public service make such in- 
crease necessary at that time which certificate shall be im- 
mediately published when made. 


_ When originally enacted, this provision was interpreted as apply- 
ing only to 11 shipyards and the Naval Gun Factory. Because of the 
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few activities involved there was no substantial burden in making the 
necessary certification by the Secretary of the Navy. 

When this provision was adopted as section 7475 of title 10, United 
States Code by Public Law 1028, 84th Congress, the original phrase 
“at any Navy yard” was reworded to read “at a naval activity.” 
The Judge Advocate General of the Navy has concluded that this 
provision is now applicable to every naval activity that employs 
civilians. This means that in more than 770 naval activities all addi- 
tions of personnel must cease 60 days before a national election unless 
the Secretary of the Navy makes special certification in each case 
that such an increase is necessary. 

The practical effect is that although the work force at an activity 
might be below the authorized figure, hirings to cause the work force 
to be brought to its authorized strength could not be accomplished 
within 60 days before a national election without the secretarial deter- 
mination. The volume of such leterminations also could be burden- 
some. 

The law proposed for repeal was enacted to prevent the hiring of 
personnel for the purpose of influencing an election. 

Since the original law was enacted other provisions of law such as 
the Civil Service Act and the Veterans Preference Act impose more 
controls that prevent indiscriminate hiring. The Hatch Act and 
civil service regulations also provide protection against the practices 
that the 1877 provision was intended to control. 


DEPARTMENTAL RECOMMENDATION 





Printed below and hereby made a part of this report is a letter dated 
January 29, 1959, from the Secretary of Defense indicating that this 
bill is sponsored by the Department of Defense, and that it has been 
approved by the Bureau of the Budget. 





THE SECRETARY OF DEFENSE, 
Washington, January 29, 1959. 

Hon. Sam Raysurn, 

Speaker of the House of Representatives. 

Dear Mr. Speaker: There is enclosed herewith a draft of proposed 
legislation to amend title 10, United States Code, by repealing section 
7475, which restricts the increasing of forces at naval activities prior 
to national elections. 

This proposal is a part of the Department of Defense legislative 
program for 1959. It has been approved by the Bureau of the Budget. 
The Department of the Navy has been designated as the representative 
of the Department of Defense for this legislation. Its enactment by 
the Congress is recommended. 


PURPOSE OF THE LEGISLATION 





The purpose of the legislation is to repeal section 7475 of title 10, 
United States Code, which provides that no increase may be made in 
the force at a naval activity within 60 days before a national election 
unless the Secretary of the Navy certifies that the needs of the service 
requires the increase at that time. The provision has been made obso- 
lete by later statutes far more workable administratively and causes 
an unnecessary expense and administrative burden. 
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The Naval Appropriation Act for the fiscal year 1877 (19 Stat. 
69) contained the following provision under the heading ‘Bureau of 
Construction and Repair’: 

“And no increase of the force at any navy-yard shall be made at 
any time within sixty days next before any election to take place for 
President of the United States, or member of Congress, except when 
the Secretary of the Navy shall certify that the needs of the public 
service make such increase necessary at that time which certificate 
shall be immediately published when made.” [Italic supplied.] The 
above provision was codified as section 509 of title 34, United States 
Code. It now appears as section 7475 of title 10, United States Code, 
as follows: 

“No increase in the force at a naval activity may be made within 60 
days before an election for President or members of Congress unless 
the Secretary of the Navy certifies that the needs of the service re- 
quire the increase at that time. Whenever the Secretary makes a 
certificate under this section, he shall publish it immediately.” 
[Italic supplied.} The report accompanying the bill which became 
title 10 states that ‘‘the words ‘naval activity’ are substituted for the 
words ‘navy yard’ to conform to modern usage” (S. Rept. 2484, 84th 
Cong., p. 542). 

Prior to the enactment of title 10, the Department of the Navy 
had considered the above provision of the act of June 30, 1876 (19 
Stat. 69), as applicable only to the several naval shipyards and the 
Naval Gun Factory, a Navy yard in 1876. Because of the small 
number of naval activities involved, there was no appreciable diffi- 
culty in making the necessary certification. The change in termi- 
nology, from ‘“navy-yard” to “naval activity,” has extended the 
statutory restriction to over 800 naval activities. The Judge Advo- 
cate General of the Navy, in construing section 7475, has determined 
that the certification for each naval activity must be made on the 
merits of the individual case. <A general certification could not be 
justified except by some general emergency such as war or the immi- 
nent threat of war. 

Strict adherence to the law presents tremendous administrative 
problems and expense. Changes and reallocations of workloads and 
missions, fleet support requirements, and emergencies require a 
flexible work force at most naval activities. The recruitment of 
skilled and essential personnel by naval activities often requires 
future date commitments, which may come within the 60-day period. 
The task of assembling and correlating this information so that prompt 
certification may be made to a naval activity is extremely difficult 
and time consuming. 

The reasons for the statutory provision are made clear by a study 
of an investigation into the Navy Department made by the House 
Committee on Naval Affairs in the spring of 1876 (Misc. Doc. 170, 
44th Cong.). The testimony was replete with references to unneeded 
employees being hired at Navy yards shortly before elections, and 
then being discharged after voting. Today, personnel are not hired 
indiscriminately as a means of influencing national elections. Even 
assuming a desire thus to influence elections, budgetary limitations, 
industrial fund financing, bureau and management control of per 
sonnel complements, civil service regulations, and such Federal 
statutes as the Hatch Act better achieve the objective of preventing 
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such activity. A similar restriction does not appear to exist for any 
other Federal department or agency. The emaariaes of the legis- 
lation is underscored by the implication that only the Department of 
the Navy must be restrained from engaging in or being a partner to 
the restricted practices. 


COST AND BUDGET DATA 


The enactment of this proposal will cause no increase in the 
budgetary requirements of the Department of Defense. 
Sincerely yours, 
Neit McE troy. 
CHANGES IN EXISTING LAW 
In compliance with subsection 4 of rule XXIX of the Standin 


Rules of the Senate, existing law proposed to be repealed by the bi 
is printed below: 


§ 7475. Force at naval activities not to be increased before elections. 


No increase in the force at a naval activity may be made within 
60 days before an election for President or Members of Congress 
unless the Secretary of the Navy certifies that the needs of the serv- 
ice require the increase at that time. Whenever the Secretary makes 
a certificate under this section, he shall publish it immediately. 


O 
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TO PROVIDE FOR THE DISPOSITION OF THE PHILA- 
DELPHIA ARMY BASE, PHILADELPHIA, PA. 


Juty 23, 1959.—Ordered to be printed 


Mr. Jackson, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany 8. 2210] 


The Committee on Armed Services, to whom was referred the bill 
(S. 2210) to provide for the disposition of the Philadelphia Army Base, 
Philadelphia, Pa., having considered the same, report favorably 
thereon with an amendment and recommend that the bill as amended 


do pert. 
he amendment is as follows: 
On page 2, after line 4, add the following new section: 


Src. 3. Within at least 30 days prior to execution of the 
quitclaim deed, the Secretary of the Army shall report to 
the Committee on Armed Services of the Senate and of 
the House of Representatives his determination of the fair 
market value of the property authorized to be conveyed by 
section 1. 

EXPLANATION OF THE AMENDMENT 


The purpose of this amendment is to inform the Committees on 
Armed Services of the Secretary’s determination of the value of the 
property to be conveyed. 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize the Secretary of the Army to 
convey on or before June 30, 1960, to the city of Philadelphia. at fair 
market value, the real property under his jurisdiction located at the 
Philadelphia Army Base, Philadelphia, Pa. The property to be 
conveyed consists of approximately 53.75 acres of land, together with 
all appurtenances pertaining thereto, and all improvements located 
thereon, which includes South Delaware piers 96, 98, and 100. 
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DISPOSITION OF THE PHILADELPHIA ARMY BASE 


BACKGROUND OF THE BILL 


The Philadelphia Army Supply Base was completed in 1921 after 
its establishment as part of a chain of Atlantic coast bases to supply 
the forces overseas which had been authorized during World War I. 
Of the original 119.76 acres acquired for the Army base, 53.75 acres 
remain, which originally cost $506,049, together with three piers of 
concrete construction and supporting facilities, such as railroad 
sidings, powerhouse, and lumber storage areas. The cost of improve- 
ments amounted to $12,850,500. In order to provide for the mainte- 
nance of the installation for possible future military use, the Secretary 
of War in 1921 permitted the U.S. Shipping Board, and its successor 
in interest, the Maritime Administration, Department of Commerce, 
to provide for its productive use by leasing the piers to private enter- 
prise. This arrangement continued until June 30, 1954, when the 
Maritime Administration relinquished its management of the property 
to the Department of the Army. 

A Department of the Army survey of the property early in 1954 
disclosed that repairs and deferred maintenance at a cost of approxi- 
mately $1,250,000 were required. The Department of the Army did 
not have funds for this purpose. Army disposal project No. 26 was 
submitted to the Armed Services Committees on April 8, 1954, out- 
lining plans to amend the existing lease with Philadelphia Piers, Inc., 
to provide for repair and maintenance work to be performed by the 
lessee. 

The House committee agreed in Army disposal project No. 26, with 
the understanding that it would be consulted when the amendment 
to the lease was negotiated. The Senate committee interposed no 
objection to the project ‘provided the approval of the Bureau of the 
Budget is obtained.”” The Director, Bureau of the Budget, in De- 
cember 1954, advised the Assistant Secretary of Defense (Properties 
and Installations) that the Bureau did not approve the proposed lease 
arrangement and recommended that the Philadelphia Army Supply 
Base be disposed of by sale in accordance with the Federal Property 
and Administrative Services Act of 1949, indicating at the same time 
that the availability of the property during a future emergency could 
be assured by sale subject to the equivalent of a modified national 
security clause. The Assistant Secretary of Defense advised the 
Director, Bureau of the Budget, in February 1955 that action would 
be taken to report the facilities to the General Services Administration 
as excess property, but that the proposal to dispose of it subject to 
the right of recapture during an emergency was not favorably con- 
sidered because of its adverse effect on the monetary return to the 
Government. 

The Department of the Army on May 5, 1955, submitted to the 
respective Committees on Armed Services, Army disposal project 
No. 56, outlining the Army’s proposal to report the property to the 
General Services Administration as excess real property. While the 
House committee interposed no objection, the Department did not 
reach an agreement on the disposal project with the Senate com- 
mittee, nor on two subsequent revised projects, Nos. 56A and 56B. 

During the 46 months between July 1, 1954, and April 30, 1958, 
gross rentals amounting to $1,817,642.18 accrued to the Government 
for use of the piers, plus $20,209.02 from a cafeteria operator. The 
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lessee of the piers was authorized in the same period to perform 
minimum essential maintenance and repair at a total cost of 
$661,921.27, which was deducted from the rentals earned. It was 
estimated that an additional $1,775,950 would have to be spent to 
bring the facilities to a minimum condition of repair and maintenance. 
The lease of the piers and related facilities was terminated by the 
lessee effective April 30, 1958. In order to protect the Government’s 
substantial investment in the property, pending action on this project, 
an interim 1 year lease extension was effected with the lesee under 
the best terms possible in the circumstances. The property is pres- 
ently under lease to the Philadelphia Piers, Inc., with the current 
lease term extending to April 30, 1960. 

It has now been determined that the Department of the Army has 
no mobilization requirement for the Philadelphia Army Supply Base. 
Since neither the Departments of the Navy or Air Force has a require- 
ment for the property, it is excess to the needs of the Department of 
Defense. Accordingly, the property is available for disposal without 
restrictions as to the use to be made thereof by the purchaser. 


FISCAL DATA 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds, but will result in the receipt to the United States 
of an amount equal to the fair market value of the property as deter- 
mined by the Secretary of the Army. 


DEPARTMENTAL DATA 


The Department of the Army has indicated that the property is 
excess to its needs as set forth in the letter dated July 16, 1959, 
signed by Secretary of the Army Wilber M. Brucker, which is printed 
below and made a part of this report. Secretary Brucker states that 
while the property can be disposed of under existing legislation, the 
Department of the Army does not object to the conveyance to the 
city of Philadelphia at fair market value. 

Subsequent to the submission of Secretary Brucker’s letter, the 
committee was advised that the Bureau of the Budget has no objection 
to this legislation. 


JuLY 16, 1959. 
Hon. Ricuarp B. Russ&tt, 
Chairman, Committee on Armed Services, 
U.S. Senate. 


Dear Mr. CHArrMAN: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense 
with respect to S. 2210, 86th Congress, a bill “To provide for the 
disposition of the Philadelphia Army Base, Philadelphia, Pa.” The 
Secretary of Defense has delegated to the Department of the Army 
the responsibility for expressing the views of the Department of 
Defense thereon. 

The Department of the Army, on behalf of the Department of 
Defense interposes no objection to enactment of this bill, the purpose 
of which is stated in its title. The bill would authorize the convey- 
ance of the Philadelphia Army Supply Base with its pier facilities to 
the city of Philadelphia on or before June 30, 1960, at the fair market 
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value of the property as determined by the Secretary of the Army 
and upon such terms and conditions and including such reservations 
as the Secretary of the Army determines to be in the public interest. 

The land involved comprises 53.75 acres at the foot of Oregon 
Avenue on the Delaware River, Philadelphia acquired during World 
War I and developed for marine terminal utilization. Background 
historical data concerning the use of the property was set forth in 
letter, dated August 1, 1958, reporting the views of the Department 
of Defense with respect to S. 3726, 85th Congress. Additonal data 
is contained in House of Representatives Report No. 2548, dated 
August 12, 1958, on H.R. 12640, 85th Congress, which is a similar bill. 

The property described in S. 2210 is now excess to the needs of the 
Department of Defense and there is no known foreseeable defense use 
for it. This Department has since 1955 accordingly sought agreement 
with the respective Committees on Armed Services sieler title VI of 
the act of September 28, 1951 (65 Stat. 365) and its codification in 
title 10, United States Code, section 2662 in the report of the property 
to General Services Administration for disposal in accordance with the 
Federal Property and Administrative Services Act of 1949. In the 
interim, the property has been leased to the Philadelphia Piers, Inc. 
with the current lease term extending to April 30, 1960. 

Though this property can be disposed of under existing legislation 
this Department does not object to a conveyance to the city of Phila- 
delphia at the fair market value. Accordingly, no objection is inter- 
posed to S. 2210 which contains requisite authority for conveyance of 
the property to the city of Philadelphia at the fair market value as 
determined by the Secretary of the Army. 

Enactment of this legislation will have no effect on the budgetary 
requirements of the Department of Defense. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

Inasmuch as the committee requested that the report be submitted 
on an expedited basis, a determination has not been made of the posi- 
tion of the Bureau of the Budget. As soon as advice is received con- 
cerning the Bureau of the Budget views on the report it will be trans- 
mitted to your committee. 

Sincerely yours, 


Wiser M. Brucker, Secretary of the Army. 
O 
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REVISING CERTAIN PROVISIONS RELATING TO THE PROMOTION 
AND INVOLUNTARY RETIREMENT OF OFFICERS OF THE REGU- 
LAR COMPONENTS OF THE ARMED FORCES 


JuLyY 23, 1959.—Ordered to be printed 


Mr. Srennts, from the Committee on Armed Services, submitted the 
following 


REPCRT 


(To accompany S. 1795] 


The Committee on Armed Services to whom was referred the bill 
(S. 1795), to amend title 10, United States Code, to revise certain 
provisions relating to the promotion and involuntary retirement of 
officers of the regular components of the Armed Forces, having con- 
sidered the same, report favorably thereon with amendments and 
recommend that the bill, as amended, do pass. 


AMENDMENTS TO THE BILL 


On page 3, line 8, strike the words “in the grade of colonel or 
captain, as the case may be,”’. 

On page 4, between lines 13 and 14, in the fourth column of new 
formula 5 to be added to section 1401 of title 10, United States Code, 
strike the words “in computing basic pay,” and insert in lieu thereof 
“under section 1405 *”’. 


EXPLANATION OF AMENDMENTS 


The purpose of the amendment on page 3 is to provide that at least 
80 percent of the twice failed lieutenant colonels or commanders and 
in the case of certain female officers, majors and lieutenant com- 
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manders considered by a particular board will be continued on the 
active list. The authority to retire 20 percent of any group considered 
by a given board appears ample to meet the needs of the services for 
quality control purposes based upon the testimony received by the 
committee. The 80 percent limitation on the twice failed lieutenant 
colonels and commanders and certain female majors and lieutenant 
commanders is identical to that already contained in the bill for 
officers in the grade of colonel or captain who twice failed of selection 
to the next higher grade. 

The change on page 4 is technical. It is a conforming amendment 
in order to reves a refer to the newly numbered formula authorizing 
retired pay for those retired under the provisions of the bill. 


BASIC PURPOSE OF LEGISLATION 


The basic purpose of this bill is to provide certain ‘quality control” 
authority for the management of regular officer personnel in the mili- 
tary departments. This measure will supplement existing authority. 
The bill, as indicated below, amends existing law with respect to two 
major areas—(1) the involuntary retirement of certain Regular officers 
in the permanent grades of colonel, lieutenant colonel, female major, 
and equivalent ranks, and (2) certain changes with respect to the 
permanent promotions in the Army and Air Force which will make 
more competitive advancements to the permanent grade of major 
and lieutenant colonel and at the same time permit selections from 
below the permanent promotion zone for outstanding officers. 

The involuntary retirement authority, which is more fully explained 
hereinafter, might be summarized as follows. 

Under existing law Regular officers in the Army and Air Force who 
have twice failed of selection for promotion to the permanent grade 
of colonel remain on active duty until the compietion of 28 years of 
service and colonels who have twice failed of selection for promotion 
to brigadier general remain on active duty for 30 years. Equivalent 
officers in the Navy and Marine Corps remain on duty for 26 and 30 
years respectively. Permanent lieutenant colonels are presently being 
twice failed to the next higher permanent grade in the Air Force at an 
average of 20 years of service and in the Army at 25-26 years. Twice 
failure for promotion to brigadier general presently occurs in the Air 
Force at about the 25th year of service and in the Army at about 
the 27th year. All of the officers who would be retired involuntarily 
must have completed at least 20 years of service for retirement pur- 
poses and, therefore, would be entitled to retired pay. The bill in 
effect provides discretionary authority whereby officers in these two 
grades who failed at least twice for promotion to permanent rank could 
be selectively retired prior to completing the full 28 or 30 years 
respectively. 

It should be noted that in the Army and Air Force officers below the 
grade of permanent lieutenant colonel who twice failed of promotion 
to the next higher grade are either discharged with severance pay or, 
if qualified, retired. 

It is the position of the Department of Defense that the various 
retirement points of 26, 28, and 30 years of service for the twice-failed 
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officer operate in some cases to keep on the active list some officers 
whose performance in the grades concerned does not equal the poten- 
tial expected of them when they were promoted. 


BACKGROUND 


The proposed legislation stems from the studies and recommenda- 
tions of the Cordiner Committee. That Committee stressed the need 
for additional authority for involuntary retirement of officers in the 
permanent grades of lieutenant colonel, colonel, and equivalent ranks, 
whose performance of duty did not measure up to the high quality 
standards required. Further, the Committee had urged that in light 
of the substantial increases in pay for the higher grades there should 
be a corresponding emphasis on measures to insure that only officers 
of the highest quality and potential were promoted to and retained 
in these higher grades. 


PURPOSES FOR WHICH THE AUTHORITY OF THE BILL WOULD NOT BE USED 


The Department of Defense has stated unequivocally that this bill 
will not be used to eliminate officers from the active list for the pur- 
pose of creating vacancies for promotion or for the elimination of 
Regular officers from the active list due to any reduction in the size 
of the Armed Forces. 


AUTHORITY FOR INVOLUNTARY RETIREMENT FOR CERTAIN REGULAR 
OFFICERS 


The bill establishes another procedure less restricting than existing 
law for involuntarily retiring the least effective officers in the perma- 
nent grades of colonel and lieutenant colonel and equivalent grades 
who have twice failed of selection to the next higher permanent grade. 
It also provides a similar authority with respect to the women’s serv- 
ices for the retirement of certain officers in the permanent grade of 
major and lieutenant commander who have twice failed of selection 
to the next higher grade. Similar authority is also extended to the 
Navy and Marine Corps, thereby establishing uniform procedure in 
the personnel management area. The bill establishes permissive 
authority whereby the service Secretaries could appoint continuation 
boards composed of five members, all of flag or general rank. These 
boards would review the records of the following categories of Regular 
officers who had completed 20 years of service for retirement purposes 
and who have been considered at least twice but not recommended 
for promotion to the next higher grade: (1) colonels or captains; 
(2) heutenant colonels or commanders; (3) majors or lieutenant com- 
manders, in the case of certain female officers. The number of 
records reviewed by the boards would be determined by the Secre- 
taries. 

There are certain other aspects of the authority the bill would pro- 
vide which should be noted: 

(1) Under the terms of the bill there is no limit on the number of 
times that the records of officers concerned may be reviewed. This 
is because there may be, in the judgment of the board, borderline cases 
which the board may desire to reexamine at a later date to evaluate 
the officer’s quality of duty performance at that time. In the absence 
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of such authority, a board might feel compelled to recommend for 
involuntary retirement an officer who might otherwise be afforded an 
opportunity to improve his duty performance. 

(2) The bill does not specifically require the establishment of con- 
tinuation zones from among the twice-failed officers on the permanent 
list. In practice, it is expected that all officers in the grades con- 
cerned who failed of selection at least twice will be reviewed. How- 
ever, the Secretaries would have the discretion as to whether they 
would be reviewed at the same time or whether to establish continua- 
tion zones. If these zones were to be established they would, of course, 
be in order of seniority. In general, the senior twice-failed officer 
would be designated as a top man in the zone and a cutoff point below 
him would be established. 

(3) The bill expressly provides that the Secretaries may specify 
separate numbers for particular categories of officers who may be non- 
continued. ‘This is necessary to provide flexibility with respect to 
differing requirements for officers with different skills. For example, 
officers in some of the professional corps might well be given a different 
percentage, either more or less, of retention than those established for 
officers in the other arms and services. It should be emphasized that 
no officer would be noncontinued solely on the basis of his having or 
not having a particular skill. Rather, it is intended that this skill 
would be a factor in determining whether his overall performance 
justified his retention on active duty. 


Number who would be continued on active duty 


With respect to the twice-failed colonels, lieutenant colonels, certain 
female majors and officers in equivalent ranks, the service Secretaries 
would be authorized under the bill to specify to the board the number 
who would be continued on active duty but this number must be at 
least 80 percent of those being considered for continuation. The 
boards would select the number specified and the remaining per- 
centage would be retired not later than 6 months after the Secretary 
approved the report of the board. 


RELATIONSHIP OF BILL TO EXISTING LAW 


As indicated below, there are considerable periods of time which 
twice failed officers continue to serve before reaching their normal 
points of retirement. This legislation will in effect permit the elimina- 
tion from the active list by mandatory retirement of those officers in 
these grades whose effectiveness does not justify their retention on 
active duty. 

A Regular officer is retired or eliminated from the active list under 
existing law for one of two reasons: (1) nonselection to the next higher 
grade, or (2) in the case of the Army and Air Force, through “show 
cause” proceedings. This legislation supplements these two proce- 
dures by providing a third alternative. The following comments re- 
late the existing procedures to the purposes of the pending legislation. 


Nonselection to next higher grade 


In the Army and Air Force, Regular officers who are twice failed of 
selection to the grades of captain, major, and lieutenant colonel are 
eliminated from the active list after they have twice failed of selection. 
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They would be eliminated with severance pay except in those cases 
where they are eligible for retired pay based on at least 20 years of 
service. 

An officer who has been promoted to the permanent grade of lieu- 
tenant colonel in the Army and Air Force may remain on active duty 
until he has completed 28 years of service, even though he may have 
twice failed of selection to permanent colonel. Officers in the grade 
of permanent lieutenant colonel, therefore, will normally remain on 
active duty until they have completed 28 years of service. At the 
present time Regular lieutenant colonels in the Air Force are being 
twice failed for promotion to permanent colonel at an average of 
20 years of service; in the Army, 26 years of service. 

For the grade of permanent brigadier general, officers are being twice 
failed for promotion to this grade in the Air Force at about their 25th 
year of service and in the Army at about their 27th year of service. 
Officers in the grade of permanent colonel in both the Army and Air 
Force remain on active duty until they have 30 years of service. Non- 
selection, therefore, to the permanent grades of colonel and brigadier 
general do not operate to eliminate officers from the active list except 
after the completion of 28 years of service for the twice-failed lieutenant 
colonels and 30 years for the twice-failed colonels. 

This situation likewise prevails with respect to the Navy and Marine 
Corps, since existing law requires that officers in the permanent grade 
of commander in the Navy and lieutenant colonel in the Marine Corps 
be retained until they have completed 26 years of service, regardless 
of the number of times they have been considered but not selected for 
promotion to the next higher grade. Similarly, Regular Navy captains 
and Marine Corps colonels must be retained until they have completed 
30 years of service. 


Number of twice failed officers presently in the services 


In the Army there is presently a total of 971 colonels who have 
twice failed of selection to the permanent grade of brigadier general 
and 291 lieutenant colonels who have twice failed of selection to the 
permanent grade of colonel. In the Air Force there are about 800 
Regular colonels who have twice failed of selection to the grade of 
brigadier general and about 1,500 permanent lieutenant colonels who 
have twice failed of selection to the next higher permanent grade. 


Show-cause procedure 


Under existing law for the Army and Air Force there is authority 
to effect the involuntary separation or retirement of Regular officers 
from the active list, including colonels, lieutenant colonels, and majors 
with more than 20 years of service. This authority is known as the 
show-cause procedure whereby there is an annual screening of all the 
records of the Regular officers by a general officer board which may 
thereafter require any officer to hae cause why he should be retained 
on active duty. A board of inquiry consisting of at least three general 
officers considers the evidence and makes the recommendations as to 
the officer’s fitness to be retained. The officer selected to show cause 
must be accorded a fair and impartial hearing before the board. If 
the board of inquiry recommends the removal of the officer, the case 
is then referred to a board of review of at least five general officers. 
If this latter board recommends against retention, this recommenda- 
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tion is again transmitted to the Secretary who may take such action 
as he desires. The Secretary’s action is final and conclusive. 

With respect to the Navy and Marine Corps, after a Regular officer 
has completed 20 years of service, there are no statutory procedures 
whereby this officer may be eliminated from the active list. Only 
after he has completed the normal retirement point for his grade is 
he removed from the active list and retired. 


Distinction of bill from show-cause procedure 


The Department of Defense is of the opinion that the authority 
which would be provided by this bill is necessary and desirable to 
augment existing authority and procedures. The present show-cause 
procedure is not always effective in reaching the marginal officer. In 
addition, the show-cause procedure is associated in the minds of many 
officers with factors other than quality of duty performance. More- 
over, the bill will provide the same permissive authority for the Navy 
and Marine Corps, as would be provided for the Army and Air Force, 
thus establishing for the first time a uniform authority for services in 
this important aspect of career officer personnel management. In 
practical effect the bill to a degree extends to the grades of lieutenant 
colonel and colonel the present concepts covering promotion and 
retirement or separation of officers in the lower grades. 


USE OF THE INVOLUNTARY RETIREMENT AUTHORITY BILL BY THE 
MILITARY DEPARTMENTS 


The Army considers that the legislation is useful as permissive 
authority. It has no plans for its immediate implementation and will 
continue to rely on the show-cause procedures for the present time. 
The Air Force indicates that the involuntary retirement feature of 
the legislation will be implemented as soon as practicable. 

The Navy and Marine Corps do not plan to use this legislation over 
at least the next 5-year period since any noneffective officers would 
be mandatorily retired under the authority of separate pending legis- 
lation, H.R. 4413, known as the Navy hump bill. This latter legisla- 
tion will eliminate officers in the grade of captain and colonel, and 
commander and lieutenant colonel, in far greater numbers than are 
required to meet any quality control problem. 

As a technical matter in the Navy, Regular captains are not twice 
failed of selection to rear admiral until about the 30th year of service. 
Most Navy captains, therefore, would not be within the terms of the 
legislation. The Navy hump legislation authorizes the retirement of 
captains who have completed 5 years of service in the grade. This 
latter provision, which would result in retiring the lower 35 percent 
of the officers with the least potential in the year groups concerned 
over the next 10-year period is necessary in order to create the required 
vacancies. 

The commanders who will be retired will be those twice failed of 
selection to captain. The number which will equal about 45 percent 
of those twice failed in the year group concerned will exceed the re- 
quirement for quality control of this particular category. The greater 
percentage will be eliminated because of the necessity for the urgent 
requirement in the Navy to create additional vacancies and thereby 
retain for further service a greater percentage of the young Regular 
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naval officers in the hump by year groups who would otherwise retire 
in their present rank. 


RETIRED PAY FOR NONCONTINUED OFFICERS 


Under the terms of this bill, in order for a Regular officer to be 
subject to noncontinuation and subsequent involuntary retirement, 
he must among other things have 20 years of service for retirement 
purposes. All officers, therefore, who would be removed from the 
active list would be retired and none would be eliminated with 
severance pay. It should be emphasized, however, that the amount 
of retired pay would be that which was creditable to them under the 


present provisions of law No additional compensation is provided 
in the bill 


NO RELATIONSHIP OF LEGISLATION TO TEMPORARY PROMOTION SYSTEM 


This legislation would subject Regular Army and Air Force twice- 
failed lieutenant colonels and colonels to involuntary retirement only 
after they had twice failed of selection for permanent promotion to 
the next higher grade ‘The bill does not attach any penalty to 
nonselection of temporary promotion It is the position of the 
Department of Defense that the personnel management problems 
resulting from nonfailure of temporary promotions can be handled 
administratively under existing law. For example, in the Army and 
Air Force, officers may be reduced administratively from their 
temporary rank to their lower permanent rank. In the Air Force 
over the 1-year period from October 1957 to October 1958, 650 officers 
were considered for demotions, and out of this number 139 were 
demoted by October of 1958. The Army has no administrative 
demotion policy. On the other hand, the records of all Regular 
officers who are twice passed over for temporary promotion are re- 
viewed to determine whether they are fully qualified for promotion 
but could not be selected due to lack of vacancies and thus should be 
retained on active duty, or whether they should be required to 
“show cause” under present statutory proceedings. 


PROMOTION FEATURES OF THE LEGISLATION 


Required use of best qualified system for selection to permanent grade of 
major and lieutenant colonel 

Under existing law, selections to the grade of major and lieutenant 
colonel are on the basis of either the fully qualified system or the best 
qualified system. Under the fully qualified method, the officers 
within the zone are required only to meet the minimum standards 
required for promotion, and there is no competition between officers 
in the zone for selection. Under the best qualified system, however, 
the officers within the zone could compete among themselves for a 
number of vacancies which is less than the number of officers being 
considered. Current law, however, requires that when the best 
qualified system is used, the Secretaries must require that at least 80 
percent of all those considered be recommended for selection. 

Except for the selection of certain female officers to the permanent 
grade of major, the bill requires the use of the best qualified system 
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for selections to the permanent grade of major and lieutenant colonel 
in the Army and the Air Force. Existing law already requires the 
use of the best qualified system for promotion to colonel and above. 
This revision further amends existing law. The 80 percent now 
required for selection includes not only those being considered for the 
first time in the primary zone, but those already passed over one time 
from previous selections. The bill would require that the 80 percent 
be based upon the number who are being considered for selection for 
the first time. The effect would be that those officers already once 
failed would have to compete for selection within the numbers based 
on those in the zone for the first time. Existing law with respect to 
the Navy and Marine Corps requires the use of “best fitted” for 
selection to the equivalent erhin of lieutenant commander and 
commander. The best fitted system is the equivalent of the best 
qualified system in the Army and Air Force. The bill would therefore 
make uniform for all services the mandatory use of the best qualified 
or best fitted system for permanent promotions to the grades of 
major and lieutenant colonel or equivalent. 


Authority to select 5 percent of the officers from below the zone 

Under existing law all permanent promotions to the grade of captain, 
major, and lieutenant colonel in the Army and Air Force must be made 
from those who are within the promotion zone. The promotion zones 
themselves, because of the nature of the permanent promotion list, 
are established on the basis of seniority. For the officers in the par- 
ticular grade being considered for promotion, there is no authority 
under present law to select an officer of outstanding ability who is 
not within the promotion zone because of lack of seniority. 

The bill provides that the Secretaries of the Army and Air Force 
may specify that the boards select up to 5 percent of the number 
selected from among those officers below the zone of consideration. 
The effect would be that these officers would be promoted ahead of 
their contemporaries because of their outstanding qualities. 

The Navy and Marine Corps presently possess authority for the 
5 percent selections. 

It should be emphasized that in the Army and Air Force there are no 
required minimum statutory periods of service in the permanent grade 
of first lieutenant, captain, and major for consideration to promotion 
to the next higher grade. It would therefore be possible with respect 
to the use of the below-the-zone selection authority to select an 
officer for promotion to the next higher permanent grade who had 
only served in his current grade for a short period of time. As a 
matter of practice, however, the military services anticipate that a 
secondary zone would be established from which the 5 percent below- 
the-zone selections could be made. The secondary zone would also 
be based on certain minimum service requirements in order to insure 
the requisite maturity and experience on the part of officers selected. 

It might also be noted that the effect of below-the-zone selections 
is not too great so long as the temporary promotions are made in 
advance of permanent promotions. Under such circumstances, the 
permanent promotion received by an officer does not involve a grade 
change since he already holds a higher temporary rank. The present 
situation of Regular officers holding higher temporary ranks is not 
expected to continue in all grades, especially to the grade of major. 
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Less emphasis on seniority for promotion 


The bill makes a number of language changes which will serve to 
minimize the importance of seniority and emphasize ability and 
efficiency as a basis for promotion. These are: 

(1) Changes are made in the present law with regard to 
temporary promotion in the Army and Air Force. Existing 
law requires that temporary selection for promotion in the 
Army and Air Force be based on ability and efficiency with 
regard being given to seniority and age. The bill deletes the 
reference with respect to seniority and age with the result that 
the amended provisions would require that selections be based 
on ability and efficiency. 

(2) Existing law with regard to permanent promotions in the 
Army and Air Force is silent with regard to standards to be used 
by selection boards. The bill adds language requiring that se- 
lections be based upon ability and efficiency with the result the 
standards would be identical for both permanent and temporary 
promotions. 

(3) Existing law with respect to the Navy and Marine Corps 
makes no reference to the standards for promotion other than 
the requirement of the use of the best fitted system. The bill 
adds language requiring that any promotions be based upon the 
ability and efficiency of the officer concerned. 


No breach of faith 


This legislation raises the question of whether its enactment could 
be regarded as a breach of faith to the detriment of those officers now 
in service, particularly those who would be subject to involuntary 
retirement prior to completing their normal periods of service. 

It is the view of the Department of Defense that this legislation 
does not constitute a breach of faith with respect to officers who might 
consider themselves adversely affected by its provisions. The military 
services over many years have sought and obtained changes in the 
laws regarding their personnel policies with a view toward improving 
the forces and of meeting changing times and conditions. Changes 
have been made over a number of years in both the retirement systems 
and the promotion systems in order to meet the needs of the services. 
Whenever such changes are made, it could be argued that certain 
individuals would have greater benefits under the older system than 
under the new. Conversely many of the required changes also 
provide greater benefits and opportunity for those affected. With 
respect to recent changes, it might be noted that the Officer Personne! 
Act of 1947 made the promotion system in the Army and Air Force 
more competitive through the creation of a selection system and at 
the same time shortened the years for mandatory retirement. Prior 
to this legislation, senior officers could remain on duty until at least 
age 60, and promotion through the grade of lieutenant colonel was by 
seniority alone. With its enactment, officers in the grade of lieutenant 
colonel were retired after 28 years of service, and colonels after 30 years 
of service with 5 years in grade. With respect to meeting the needs of 
the service, it might be noted that even in time of war it has been found 
necessary to change laws in order to provide added authority for the 
involuntary removal of officers from the Regular Army because of 
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unfitness in various ways to retain their active status. This situation 
occurred in 1941 when Congress enacted legislation authorizing the 
involuntary removal of Regular officers from the active list. 

In support of the bill to meet the needs of the military departments, 
the following Department of Defense testimony is important: 


As to whether enactment of S. 1795 might operate to lessen 
the security incentive aspect of a military career, the Depart- 
ment of Defense is confident that this will not be the case. 
With the recently enacted military pay bill, levels of pay have 
been provided for the higher grades which careerwise offer a 
significant financial incentive. Greater emphasis has been 
placed on achievement and less on the total number of years 
a person has been in service. The kind of officer the services 
are seeking to attract has confidence in his ability and is more 
than willing to have his future success depend on his ability, 
hard work, and initiative. He wants the opportunity to 
advance on his merits and to receive recognitition on the 
basis of performance rather than length of time in service. 
He does not place reliance on “security” by making it the sole 
or even major consideration in his choice of a career. We 
believe that he will willingly accept the stiffer career com- 
petition implicit in this bill. 


SECTIONAL ANALYSIS 


Section 1. Authority to establish continuation boards. 

Section 1, clause (1), adds a new section (sec. 1294) to title 10, United 
States Code. This new section would authorize in each of the military 
departments the establishment of continuation boards. : 

(a) Membership of board and Regular officers subject to continuation.— 
This subsection provides that not more than once each fiscal year the 
Secretary of a military department may convene one or more boards 
to recommend for continuation on the active list the following cate- 
gories of Regular officers who must have had 20 or more years of 
service for retirement purposes and have been considered at least 
twice but not recommended for promotion to the next higher perma- 
nent grade: 

(1) Colonels or captains; 

(2) Lieutenant colonels or commanders; 

(3) Majors or lieutenant commanders in the case of certain 
female officers. 

The female officers who would be affected by this special provision 
are the Regular female officers in the grade of major or equivalent 
who under present law remain on active duty for 25 years of service 
even though they have been twice failed of selection to the next higher 
permanent grade. The twice-failed female majors in the other 
categories are either eliminated with severance pay prior to complet- 
ing 20 years of service or retired upon completing 20 years of service. 

The Department recommended that the failed-twice majors in the 
25-year category be subject to continuation since an inequity would 
otherwise result with respect to both the male and female officers in 
the higher permanent grade of lieutenant colonel who are subject to 
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continuation since all twice-failed permanent lieutenant colonels with 
20 years of service are subject to continuation. There could result 
without this special provision instances where such lieutenant colonels 
would be eliminated at 22 or 23 years of service, whereas, the female 
major officers in question would remain on duty for 25 years. 

This subsection requires that the continuation boards be composed 
of at least five regular officers of general or flag rank. 

(6) Number who may be continued on the active list—This subsection 
authorizes the Secretary to specify to the board the number of officers 
to be continued on active duty but requires that the Secretary 
specify the continuation of at least 80 percent of the officers under 
consideration. 

This subsection also authorizes the Secretary to specify separate 
numbers for particular categories of officers. The effect of this au- 
thority would be that the Secretary could specify, with respect to 
particular types of officers, that either a greater or lesser number be 
continued on the active list. 

(c) Retirement for each officer not recommended for continuation.— 
This subsection provides that officers not recommended by the board 
for continuation will be retired not later than 6 months after the 
Secretary’s approval of a board action. 

(d) Exception for board membership in female officers.—This subsec- 
tion provides exception to the provision requiring that all members 
of continuation boards be of general or flag rank. It provides that 
continuation boards considering female officers may include a woman 
officer of the same service senior to the woman officers under consid- 
eration. There are no female officers of general and flag rank. 

(e) Application of present procedural provisions to naval continuation 
boards.—This subsection extends to the Navy continuation boards 
certain procedural provisions of current law applicable to naval 
selection boards. 


Section 2. Retired pay formula for noncontinued officers 

Section 2, along with section 3, provides the retired pay formula for 
officers who would be selected for noncontinuation. In effect these 
provisions provide for retired pay based on the service creditable to 
the officer concerned under current law at the time of his retirement. 
No additional retired pay in any form would be authorized. Tech- 
nically, the provision provides that officers retired under the new sec- 
tion 1294 of the code would have their retired pay based on their active 
duty pay, multiplied by 2% percent of the number of years of credit- 
able service. The retired pay would be not less than 50 percent and 
not more than 75 percent of the active duty basic pay of his grade. 


Section 8. Technical conforming provision 


Section 3 is a technical provision which would amend existing retire- 
ment provisions by incorporating in section 1405 of title 10, United 
re arte the newly authorized formula referred to in section 2 of 
the bill. 

Present section 1405, title 10, United States Code, defines the “years 
of service” that members of the Armed Forces may use in computing 
their retired pay. The persons retired under this bill would also have 
present law apply to them. 
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In computing retired pay section 1405 of title 10 defines the years of 
service creditable as follows: 

(1) years of active service; (2) years of service, including construc- 
tive service, service credited to medical and dental officers for their pro- 
fessional education; (3) years of active and Reserve service for officers 
who served in the Reserve prior to June 1, 1958 (the effective date of 
the pay bill); (4) years of active service and Reserve service credited 
to the rate of one point for each day of active service, or for each drill 
attended (360 points are required for 1 year’s credit), for those officers 
who serve in the Reserve after June 1, 1958, but not on extended active 
duty. 

Section 4. Changes in promotion law 

Section 4 in amending the current provisions applicable to Regular 
Army promotions, as indicated below, makes a number of changes in 
the permanent promotion system aimed at making more competitive 
permanent promotions and improving the system of quality control. 
Section 4, clause (1). Qualifications for selection 

This clause adds a specific statutory requirement that selection 
board recommendations for permanent promotion be based on ability 
and efficiency. This requirement is not specificially established as an 
existing requirement for permanent promotions, although considera- 
tion of these factors would be normally inferred. There is, however, a 
specific provision in present law requiring that temporary promotion 
be based, among other things, on ability and efficiency. The addition 
of this clause to the terms of reference for Army selection boards 
requiring due consideration for this basic factor would make more 
similar the present provisions of law on permanent and temporary 
promotions. 

Clause (1) also contains an additional provision that officers recom- 
mended for promotion who are considered to be best qualified must 
also be considered fully qualified. This is i iy Te it is 
technically possible, particularly when a small number of officers 
is being considered for promotion, that the selection board may select a 
certain number of the officers as best qualified without, however, the 
officers in fact being considered fully qualiiied. In effect this language 
requires that when officers are competing among themselves under 
the best qualified system, that all meet the minimum qualifications as 
presumed under the fully qualified system. 

As an example of what might occur in the absence of this provision, 
there might be five majors being considered for promotion to perma- 

‘nent lieutenant colonel under the best qualified systems. Under 
current law, 80 percent of those cbtisidlerdd, or four must be recom- 
mended for promotion. It is conceivable that not all of the four may 
be “fully qualified,” despite the fact that they might be the “best 
qualified” of the five officers under consideration. This provision 
would avoid such an anomaly. 


Section 4, clause (2). Improved promotion opportunity for members of the 
Army Nurse Corps and Army Medical Specialist Corps 
Under existing law members of the Army Nurse Corps and Army 
Medical Specialist Corps may not be promoted to the next higher 
Regular grade of captain, and major, and lieutenant colonel prior to the 
completion of 7, 14, and 21 years of service, respectivelv. The 
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language in clause (2) deletes the present provision of law prohibiting 
their consideration for permanent promotion on the basis of vacancies 
in the regular structure. This amendment will, therefore, permit 
these officers to be eligible for promotion to fill regular vacancies. 


Section 4, clauses (3), (4), and (4) 


Clauses (3), (4), and (5) amend current law to provide that the dual 
system of using fully qualified or best qualified as a basis for promotion 
consideration, may be used only to the grade of captain (male). An 
exception is made in the case of female J rmy officers which continues 
the use of fully qualified as well as best qualified system for promotion 
to major. While clause (7) makes mandatory the use of the best 
qualified system for permanent promotions to the grade of major 
(male), service needs along with the limited number of vacancies for 
women in the upper ranks justify the continuation of the use of the 
fully qualified system for promotion to the permanent grade of major 
for these officers. 

Section 3300 of title 10 presently authorizes the permanent promo- 
tion to the grade of capta n, major, or lieutenant colonel on either a 
fully qualified or a best qualified basis. 


Section 4, clause (6). Below the zone promotion to major for female 
officers 

This clause in adding two new subsections to section 3300 authorizes 
selections for promotion from below the promotion zone of not more 
than 5 percent of the number of women captains who will be selected 
for promotion from within the zone to the permanent grade of major. 

Subsection (d) contains further language noting that an officer not 
selected from below the zone will not be considered as having failed 
of selection for promotion. 

This subsection a'so provides that the number of officers selected 
for promotion from the regular promotion zone and the number of 
officers selected for promotion from below the promotion zone when 
combined may not exceed the original total number authorized for 
select on for promotion. Without this provision it is possible that 
the number selected from below the zone would be in addition to the 
total number otherwise authorized by the Secretary. 


Section 4, clause (7). Requirement of best qualified provision for promo- 
tion to major or lieutenant colonel 

Clause (7) adds a new section 3300a to title 10 and provides as 
follows: 

(a) When a Regular Army officer is considered by a selection 
board for promotion to Regular major or lieutenant colonel, the use 
of the best qualified system is required. It is further provided that 
the Secretary of the Army will specify for promotion not less than 
80 percent of those being considered for the first time. 

(6) With regard to the regular promotions of officers in the grade 
of captain and major to the permanent grade of major and lieutenant 
colonel, the Secretary of the Army may specify that not more than 
5 percent of the officers may be selected from below those being con- 
sidered within the statutory promotion zone for consideration to these 
grades. The clause further provides that those officers below the 
zone who were not selected for promotion would not be considered as 
having failed of selection. 
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Under existing law there is no specified period of time which must 
be served in the permanent grade of captain and major before being 
considered for the next higher permanent grade. It is therefore true 
as a technical matter that officers could be selected from below the 
zone within a short period after their selection to their existing grade. 
The Army and Air Force do not plan such a liberal use of this pro- 
vision. Its use would be restricted to those who for the most part 
are not too far behind their contemporaries within the zone insofar 
as promotion list service is concerned. 


Section 4, clause (8). Separation of officers who have twice failed of 
promotion 

This clause amends existing section 3303(d)(3) which deals with 
deferred officers. This clause provides that an officer who has twice 
failed of promotion shall be separated at any mutually agreeable time 
after the date the Secretary approves a report of the second selection 
board but not more than 6 months after that date. 

The operation of existing law has produced situations where an 
individual selected for elimination must be kept on active duty for 
a minimum of 9 months and sometimes for a maximum of 21 months. 
The Comptroller General, moreover, has ruled that if the officer 
being eliminated requests separation for personal reasons at an 
earlier date than that now fixed by law he would lose his rights to 
severance pay as a result of his request for early separation. This 
result occurs because of the interpretation placed on existing provisions 
of law providing for the elimination of Regular officers 1 year and 30 
days from the date on which they would have been promoted had 
they been selected the first time, and the fact that the Comptroller 
General has ruled that a twice-deferred individual is not otherwise 
entitled to severance pay until the completion of this period. 


Section 4, clause (9). Below the zone promotions for Army Nurse Corps 
and Army Medical Specialist Corps to the grade of lieutenant colonel 


Clause (9) authorizes selection from below a promotion zone of not 
more than 5 percent of the number of majors of the Army Nurse 
Corps and the Army Medical Specialist Corps specified for promotion 
to the permanent grade of lieutenant colonel. Failure to be selected 
from below the zone will not be considered as a passover. 

Subsection (b) authorizes the promotion from below the promotion 
zone of not more than 5 percent of the number of majors specified 
for promotion to the permanent grade of lieutenant colonel. An 
officer who has not been recommended for promotion from below 
the zone will not be considered as having failed of selection for per- 
manent promotion. 

Subsection (c) provides that the number of officers selected for 
promotion from the regular promotion zone and the number of officers 
selected for promotion from below the promotion zone when combined 
may not exceed the original total number authorized for selection 
for promotion. Without this provision it is possible that the number 
selected from below the zone would be in addition to the total number 
otherwise authorized by the Secretary. 
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Section 4, clause (10). Authority for selection from below the zone for the 
grade of permanent colonel 

Subsection (b) amends existing law by authorizing selections from 
below the regular promotion zone of officers for permanent promotion 
to colonel. Such selections may not exceed 5 percent of the number 
authorized for selection by the Secretary. An officer who has not 
been recommended for promotion from below the zone will not be 
considered as having failed of selection for permanent promotion. 


Section 4, clause (11). Technical amendments 


Clause (11) amends the section titles in the analysis in accordance 
with the new text. 


Section 5. Deletion of references to seniority and age 


Section 5 amends the existing law with respect to temporary promo- 
tions in the Army. Existing law states that temporary selections will 
be based on ability and efficiency with regard being given to seniority 
and age. This section deletes the language with respect to seniority 
and age. ‘The new provision would make the standards identical for 
both permanent and temporary promotion. 


Section 6. Retirement of Army officers who have failed twice of promotion 
Section 6 amends section 3913 of title 10 (which provides for the 
retirement of officers with 20 years’ service who have failed twice of 
promotion) to permit the retirement of an officer who has failed twice 
of promotion on a date mutually agreeable to him and his service, but 
no later than 6 months after the Secretary approves the selection 
board’s report. Under current law he must be retained until 1 year 
and 30 days after the date on which he would have been promoted 
had he been selected for promotion by the first board that considered 
him. 
Section 7. Promotion requirement for the Navy 


Section 7 adds to existing Navy law the similar requirement estab- 
lished elsewhere in the bill with regard to the promotions being based 
on ability and efficiency. This section adds new language to existing 
Navy promotion law requiring that recommendations for promotion 
or for continuation on the active list be based on ability and efficiency. 


Section 8. Early discharge of officers who have twice failed of selection in 
the Navy 

Existing law requires that Regular Navy lieutenants (junior grade) 
and lieutenants and equivalent Marine Corps grades who have twice 
failed of selection shall be discharged on June 30 of the fiscal year of 
which they are twice failed. As much as 10 or 11 months may elapse 
under this requirement. 

This section adds new language which gives the officer the option 
if he so requests of being discharged at any time during the fiscal year 
of which he has failed the second time. Many times the officer would 
desire to be discharged prior to the end of the fiscal year. 

Section 9. Changes in promotion law 

Section 9 in amending the current provisions applicable to Regular 
Air Force promotions, as indicated below, makes a number of changes 
in the permanent promotion system aimed at making more competitive 
permanent promotions and improving the system of quality control. 





16 PROMOTION AND INVOLUNTARY RETIREMENT OF OFFICERS 


Section 9, clause (1). Qualifications for selection 


This clause adds a specific statutory requirement that selection 
board recommendations for permanent promotion be based on abilit 
and efficiency. This requirement for permanent promotions, a al. 
though consideration of these factors would be normally inferred. 
There i is, however, a specific provision in present law requiring that 
temporary promotion be based, among other things, on ability and 
efficiency. The addition of this clause to the terms of reference for 
Air Force selection boards requiring due consideration for this basic 
factor would make more similar the present provisions of law on per- 
manent and temporary promotions. 

Clause (1) also contains an additional provision that officers 
recommended for promotion who are considered to be best qualified 
must also be considered fully qualified. This is desirable because it 
is technically possible, particularly when a small number of officers 
is being considered for promotion, that the selection board may select 
a certain number of the officers as best qualified without, however, 
the officers in fact being considered fully qualified. In effect, this 
language requires that when officers are competing among themselves 
under the best qualified system, that all meet the minimum qualifica- 
tions as presumed under the fully qualified system 

As an example of what might occur in the absence of this provision, 
there might be five majors being considered for promotion to per- 
manent lieutenant colonel under the best qualified system. Under 
current law, 80 percent of those considered, or four, must be recom- 
mended for promotion. It is coneeivable that not all of the four 
may be “fully qualified,” despite the fact that they might be the 


“best qualified” of the five officers under consideration. This pro- 
vision would avoid such an anomaly. 


Section 9, clause (2). Improved promotion opportunity for members of 
the Air Force Nurses and Air Force Medical Specialists and below 
zone promotion to lieutenant colonel 


Under existing law Air Force Nurses and Air Force Medical 
Specialists may not be promoted to the next higher regular gr: a 4 
captain, major, and lieutenant colonel prior to the completion ‘ot 7 
and 21 years of service, respectively. The language in clause 2} 
deletes the present provision of law prohibiting their consideration 
for permanent promotion on the basis of vacancies in the regular 
structure. This amendment will, therefore, permit these officers 
to be eligible for promotion to fill regular vacancies. This will 
extend to women officers the same consideration and opportunity 
for promotion to fill authorized vacancies as is provided for male 
officers. 

This clause authorizes the promotion from below the promotion 
zone of not more than 5 percent of the number of majors specified 
for promotion to the permanent grade of lieutenant colonel. An 
officer who has not been recommended for promotion from below 
the zone will not be considered as having failed of selection for 
permanent promotion. 


Section 9, clauses (8), (4), and (8) 


Clauses (3), (4), and (5) amend current law to provide that the dual 
system of using fully qualified or best qualified as a basis for promotion 
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consideration, may be used only to the grade of captain (male), An 
exception is made in the case of female Air Force officers which con- 
tinues the use of fully qualified as well as best qualified system for 
promotion to major. While clause (7) makes mandatory the use of 
the best qualified system for permanent promotions to the grade of 
major (male), the service needs along with the limited number of 
vacancies for women and the upper ranks justify the continuation of 
the use of the fully qualified system for promotion to the permanent 
grade of major for these officers. 

Section 8300 of title 10 presently authorizes the permanent pro- 
motion to the grade of captain, major, or lieutenant colonel on either 
a fully qualified or a best qualified basis. 


Section 9, clause (6). Below the zone promotion to major for female officers. 

This clause in adding two new subsections to section 3300 authorizes 
selections for promotion from below the promotion zone of not more 
than 5 percent of the number of women captains who will be selected 
for promotion from within the zone to the permanent grade of major. 

Subsection (d) contains further language noting that an officer not 
selected from below the zone will not be considered as having failed of 
selection for promotion. 

Subsection (e) provides that the number of officers selected for 
promotion from the regular promotion zone and the number of officers 
selected for promotion from below the promotion zone when com- 
bined may not exceed the original total number authorized for selec- 
tion for promotion. Without this provision it is possible that the 
number selected from below the zone would be in addition to the total 
number otherwise authorized by the Secretary. 


Section 9, clause (7). Requirement of best qualified provision for promo- 
tion to major or lieutenant colonel 

' more (7) adds a new section 8300a to title 10 and provides as 

ollows: 

(a2) When a Regular Air Force officer is considered by a selection 
board for promotion to Regular major or lieutenant colonel, the use 
of the best qualified system is required. It is further provided that 
the Secretary of the Air Force will specify for promotion not less 
than 80 percent of those being considered for the first time. 

(6) With regard to the regular promotions of officers in the grade 
of captain and major to the permanent grade of major and lieuten- 
ant colonel, the Secretary of the Air Force will specify that not more 
than 5 percent of the officers may be selected from below those 
being considered within the statutory promotion zone for consider- 
ation to these grades. The clause further provides that those officers 
below the zone who were not selected for promotion would not be 
considered as having failed of selection. 

Under existing law there is no minimum specified period of time 
which must be served in the permanent grade of captain and major 
before being considered for the next higher permanent grade. It is 
therefore true as a technical matter that officers could be selected 
from below the zone within a short period after their selection to 
their existing grade. The Army and Air Force do not plan such a 
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liberal use of this provision. Its use would be restricted to those who 
for the most part are not too far behind their contemporaries within 
the zone insofar as promotion list service is concerned. 

This subsection provides that the number of officers selected for 
promotion from the regular promotion zone and the number of officers 
selected for promotion from below the promotion zone when com- 
bined may not exceed the original total number authorized for selec- 
tion for promotion. Without this provision it is possible that the 
number selected from below the zone would be in addition to the 
total number otherwise authorized by the Secretary. 

The language of subsection (d) provides that the below-the-zone 
selection authority in the new section 8300a does not apply to certain 
officers whose designated branch is WAF (Women of the Air Force), 
This section would apply to female promotion list officers who per- 
form certain professional functions, as enumerated in the reference to 
section 8067. The WAF officers excluded under this subsection are 


included elsewhere in the bill for the purposes of below-the-zone 
selections. 


Section 9, clause (8). Separation of officers who have twice failed of 
promotion 

This clause amends existing section 8303(d)(3) which deals with 
deferred officers. This clause provides that an officer who has twice 
failed of promotion shall be separated at any mutually agreeable time 
after the date the Secretary approves a report of the second selection 
board but not more than 6 months after that date. 

The operation of existing law has produced situations where an in- 
dividual selected for elimination must be kept on active duty for a 
minimum of 9 months and sometimes for a maximum of 21 months. 
The Comptroller General, moreover, has ruled that if the officer being 
eliminated requests separation for personal reasons at an earlier date 
than that now fixed by law he would lose his rights to severance pay 
as a result of his request for early separation. This result occurs be- 
cause of the interpretation placed on existing provisions of law pro- 
viding for the elimination of Regular officers 1 year and 30 days from 
the date on which they would have been promoted had they been 
selected the first time, and the fact that the Comptroller General has 
ruled that a twice-deferred individual is not otherwise entitled to 
severance pay until the completion of this period. 


Section 9, clause (9). Authority for selection from below the zone for 
promotion to the grade of permanent colonel 

Clause (9) authorizes the promotion from below the promotion 
zone of not more than 5 percent of the number of lieutenant colonels 
specified for promotion to the permanent grade of colonel. An officer 
who has not been recommended for promotion from below the zone 
will not be considered as having failed of selection for permanent 
promotion. 

Subsection (b) amends existing law by authorizing selections from 
below the regular promotion zone of officers for permanent promotion 
to colonel. Such selections may not exceed 5 percent of the number 
authorized for selection by the Secretary. 

Subsection (c) provides that the number of officers selected for 
promotion from the regular promotion zone and the number of offi- 
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cers selected for promotion from below the promotion zone when 
combined may not exceed the original total number authorized for 
selection for promotion. Without this provision it is possible that the 
number selected from below the zone would be in addition to the total 
number otherwise authorized by the Secretary. 


Section 10. Deletion of references to seniority and age 


Section 10 amends the existing law with respect to temporary pro- 
motions in the Air Force. Existing law states that temporary selec- 
tions will be based on ability and efficiency with regard being given to 
seniority and age. The new provision would make the standards 
identical for both permanent and temporary promotion. 


Section 11. Retirement of Air Force officers who have failed twice of 
promotion 


Section 11 amends section 8913 of title 10 (which provides for the 
retirement of officers with 20 years’ service who have failed twice of 
promotion) to permit the retirement of an officer who has failed twice 
of promotion on a date mutually agreeable to him and his service, but 
no later than 6 months after the Secretary approves the selection 
board’s report. Under current law he must be retained until 1 year 
and 30 days after the date on which he would have been promoted 
had he been selected for promotion by the first board that considered 
him. 

Section 12. Savings clause for contingency option elections 


Section 12 is a savings clause that is designed to protect those rights 
granted the individual under existing law which might otherwise be 
adversely affected by the bill. Thus, under section 1431, the change 
or revocation of an election of an annuity is not effective if an officer 
retires within 5 years after the change or revocation. Since this bill 
would authorize the involuntary retirement of officers before they 
might otherwise be retired under existing law, the effectiveness of such 
a change or revocation might be negated by their early, involuntary 
retirement. Section 12 would preserve the change or revocation if 
made within 5 years before an officer would otherwise have been 
retired. 

DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this record is a letter from 
the Department of Defense recommending this legislation. 


THe SECRETARY OF DEFENSE, 
Washington, April 20, 1959. 
Hon. Ricwarp M. Nrxon, 
President of the Senate. 


Dear Mr. Presipent: There is enclosed a draft of proposed legis- 
lation to amend title 10, United States Code, to revise certain pro- 
visions relating to the promotion and involuntary retirement of 
officers of the Regular components of the Armed Forces, together 
with a sectional analysis thereof. 

This proposal is a part of the Department of Defense legislative 
program for 1959 and it has been approved by the Bureau of the 
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Budget. It is recommended that this proposal be enacted by the 
Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to enable the Armed 
Forces to meet more effectively the objective of a Regular officer 
corps of the highest quality in all ranks by: (1) more closely relating 
the retention of officers after 20 years of service who are serving in 
the permanent grades of lieutenant colonel and colonel, commander 
and captain to the requirements of the services, including the degree 
of contribution or productivity of the officer and the needs of the 
service rather than solely to a “guaranteed” number of years of 
service; (2) according increased recognition and incentive for out- 
standing ability and competence; (3) extending the application of the 
foregoing provisions to women officers on an equitable basis; and (4) 
expediting the separation from the service of officers who have been 
twice deferred from permanent promotion. 

The proposed legislation is an important part of an integrated pro- 
gram of the Department of Defense to achieve and maintain a Regular 
officer force of the highest quality. As a part of this program, the 
Congress, on May 20, 1958, enacted Public Law 85-422, which mod- 
ernized and improved the system of compensation for the uniformed 
services. The Department of Defense recognizes, however, that 
neither increase of pay alone nor a change in the pay system can ac- 
complish the above-mentioned objective unless our officer personnel 
laws and regulations are equally responsive to the changing needs of 
the military services. 


It is emphasized that the proposed legislation is not intended to 
cause, and will not be used for, the involuntary removal of Regular 
officers from the active list solely because of a reduction in the actual 
or authorized personne! — of the service concerned. Rather 


it is intended that the removal of Regular officers from the active list 
will continue to be authorized only for the reasons and under the 
procedures and limitations now provided by law for such removal and 
as further provided by the proposed legislation. 

Within the framework of existing law, the military services have 
been and are now vigorously carrying out sound, progressive, personnel 
programs and administrative measures designed to make career 
service more attractive and to improve further the quality of the career 
officer structure. Measurable progress has resulted from these pro- 
grams and every effort will be continued to consolidate and improve 
the gains already made. 

There remains, however, a need for added flexibility in some of the 
statutory provisions presently controlling the promotion, retention, 
and involuntary retirement of Regular officers. 

Accordingly, the proposed legislation would amend title 10, United 
States Code, and would, in general, effect the following major ‘changes 
in existing law: 
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ALL SERVICES 


A. Majors, lieutenant colonels and colonels; lieutenant commanders, 
commanders, and captains; discretionary retirement after being 
twice considered but not recommended for promotion to next 
higher grade 


This bill provides that the Secretary of the department concerned 
may convene a board of at least five general or flag officers to consider 
and recommend for continuation on the active list, all Regular officers 
serving in the permanent grade of lieutenant colonel or colonel, com- 
mander or captain, as the case may be, and major, in the case of 
officers of the Army Nurse Corps, Army Medical Specialist Corps, 
or Women’s Army Corps, or female officers of the Air Force, or 
lieutenant commander, in case of officers of the Navy Nurse Corps, 
who— 

(a) have completed more than 20 years’ total commissioned 
service; and 

(6) have been considered two or more times, but not selected, 
for promotion to the next higher permanent grade. 

The Secretary of the department concerned will determine the num- 
ber of officers serving in the particular grade under review that the 
board may recommend for continuation. The board will recommend 
majors, lieutenant colonels, and colonels, and lieutenant commanders, 
commanders, and captains, for continuation in the number specified 
by the Secretary; however, with respect to officers in the grade of 
colonel or captain (U.S. Navy), the number specified by the Secretary 
may not be less than 80 percent of the number of colonels and captains 
to be considered for continuation on active duty by such board. 

Each officer recommended for noncontinuation will, if the recom- 
mendation is approved by the Secretary, be retired on the first day 
of any month set by the Secretary, but not later than the first day of 
the seventh month after the date of the approval by the Secretary 
concerned. 

The above provisions as to special boards for continuance or retire- 
ment will be permissive and in the discretion of the service concerned. 
Should the Secretary concerned desire to continue all such officers on 
the active list to meet the needs of the service, no board need be con- 
vened. In that case, such officers would be retained until they have 
reached the periods of service otherwise specified in law for their 
retirement. 


B. Criteria for selection for promotion in all ranks 


_ This bill provides with respect to permanent and temporary promo- 
tions in all services that the primary criteria for selection for promotion 
shall be ability and efficiency. 


C. Amendment relating to separation of certain twice-deferred officers 


This bill provides for the separation from the service of twice- 
deferred officers at: (1) in the case of officers of the Army or Air Force 
any mutually agreeable time after the Secretary approves the board 
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report which places the officers concerned in a twice-deferred status, 
but not later than the first day of the seventh month after they are 
so identified ; or (2) in the case of officers of the Navy or Marine Corps, 
at any time during the fiscal year in which that board report is made. 
No change is made in the case of twice-deferred officers who are within 
2 years of qualifying for retirement. 


ARMY AND AIR FORCE 


A, Permanent promotion through the grade of lieutenant colonel—permis- 
sive selection of 5 percent below primary promotion zone 


This bill provides authority to select for promotion through the 
permanent grade of lieutenant colonel “best qualified” officers from 
below a primary promotion zone; such selection to operate as a pass- 
over only for those officers who are in the primary promotion zone 
and who are not selected for promotion. The proposed legislation 
also provides that the number of officers so selected from below the 
primary promotion zone may not exceed 5 percent of the total number 
the regular selection boards are authorized to recommend for promo- 
tion to the grade concerned. 

Navy and Marine Corps are not affected by this provision, since 
such authority to promote from below the primary zone already 
exists by law for those services. 


B. “Best qualified” system for promotion to grades above captain, Army 
and Air Force 

This bill provides that promotions of male officers to permanent 
grades above captain, Army and Air Force, would be made only on a 
“best qualified” basis; and that the number prescribed by the Secre- 
tary for recommendation for promotion must be at least 80 percent of 
those listed for consideration for the first time. 

Navy and Marine Corps are not affected by this provision, since 
existing law already requires use of the “best fitted” system by the 
Navy and Marine Corps. 


COST AND BUDGET DATA 





No cost estimates are submitted as the costs of this proposal are 
dependent upon future determinations by the Secretaries of the 
military departments regarding the extent to which the discretionary 
authority contained in this proposal should be exercised. 

Sincerely yours, 
Donatp A. Quaruss, Deputy. 


COST DATA 





No cost estimates with respect to this legislation were submitted by 
the Department of Defense. As pointed out by the Department, the 
costs of this legislation are dependent upon the extent of use of this 
permissive authority. Because of the nature of the bill and the author- 
ity which would be provided therein, as well as its limited use, any 
additional cost would be relatively small. 
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CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule X XIX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italics, existing law in which no 
change is proposed is shown in roman): 


Titte 10, Unrrep States Cope 


CHAPTER 65.—RETIREMENT FOR LENGTH OF SERVICE 
Sec 


1293. Twenty years or more: warrant officers. 

1294. Twenty years or more: regular majors, lieutenant colonels, and colonels; 
regular lieutenant commanders, commanders and captains. 

1305. Thirty years or more: regular warrant officers. 

1315. Computation of retired pay: law applicable. 


* * * * * * * 


§. 1294. Twenty years or more: regular majors, lieutenant colonels, and 
colonels; regular lieutenant commanders, commanders, and 
captains 

(a) Not more than once in each fiscal year, the Secretary of a military 
department may convene one or more boards, each consisting of at least 
five officers of a regular component of an armed force under the jurisdiction 
of that Secretary in grades above colonel or captain, as the case may be, 
to review the records of, and recommend for continuation on the active list, 
officers of that component on the active list in the following permament 
grades who have at least 20 years of service computed under section 3927 (a), 
6387, 6388, or 8927 (a) of this title, whichever applies, and who, in the 
case of officers of the Army or the Air Force or officers of the Navy in the 
Nurse Corps, have been considered at least twice but not recommended for 
promotion to the next higher permanent grade, or who, in the case of other 
officers of the Navy or officers of the Marine Corps, are considered as 
having failed of selection at least twice for promotion to the next higher 
grade and who have not been recommended for promotion to that grade: 

(1) Colonel or captain, as the case may rs 

(2) Lieutenant colonel or commander, as the case may be. 

(3) Major, in the case of officers of the Army Nurse Corps, Army 
Medical Specialist Corps, or Women’s Army Corps or female officers 
of the Air Force (other than those designated under section 8067 
(a)—(d) or (g)—(2) of this title), or Lieutenant commander, in the case 
of officers of the Navy in the Nurse Corps. 

(b) A board convened under this section shall recommend officers for 
continuation on the active list in the number specified by the Secretary. 
The Secretary may specify separate numbers for particular categories of 
officers. However, the number specified by him for officers in any category 
wn the grade of colonel or captain, as the case may be, must be at least 
80 percent of the officers in that category being considered. 

(c) Except as provided by section 47a of title 5, if the Secretary approves 
the report of a board, he shall, not later than the first day of the seventh 
calendar month beginning after he approved that report, retire each officer 
who is considered but not recommended for continuation. 
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(d) Notwithstanding subsection (a), a selection board considering 
officers of the Army Nurse Corps, Army Medical Specialist Corps, or 
Women’s Army Corps may include an officer of the Regular Army in 
that corps who is senior in permanent grade to, and who outranks, any 
officer in that corps being considered by that board. A selection board 
considering corresponding officers of the Air Force under this section may, 
in the same manner, include an officer of the Regular Air Force. A selec- 
tion board considering officers of the Navy in the Nurse Corps may, in 
the same manner, include an officer of the Regular Navy. 

(e) So much of chapter 543 of this title as relates to alternate and staff 
corps members of selection boards, oaths of members, separate numbers for 
the various kinds of officers in the naval service, voting, and written reports 
apply to boards convened by the Secretary of the Navy under this section. 

* ° * a * * * 


CHAPTER 71.—ComputTATION OF RETIRED Pay 


* x * * + * 
§ 1401. Computation of retired pay 


The monthly retired pay of a person entitled thereto under this 
subtitle is computed according to the following table. For each case 
covered by a section of this title named jin the column headed ‘For 
sections’’, retired pay is computed by taking, in order, the steps pre- 
scribed opposite it in columns 1, 2, 3, and 4, as modified by the appli- 
cable footnotes. However, if a person would otherwise be entitled to 
retired pay computed under more than one pay formula of this table 
or of any other provision of law, he is entitled to be paid under the 
applicable formula that is most favorable to him. Section references 
below are to sections of this title. 
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* . * * € we a 
§ 1405. Years of service 


For the purposes of section 1401 [formula 4] (formulas 4 and 5) 
3888(1), 3927(b)(1), 3991 (formula B), 6151(b), 6323(e), 6325(a)(2) 
and (b)(2), 6381(a)(2), 6383(c)(2), 6390(b)(2), 6391(h), 6394(g)(2), 
6396(c)(2), 6398(b)(2), 6399(c)(2), 6400(b)(2), 8888(1), 8927(b)(1) or 
8991 (formula B) of this title, the years of service of a member of 
the armed forces are computed by adding— 

(1) his years of active service; 

(2) the years of service credited to him under section 233(a)(7) 
of title 37; 

(3) the years of service not included in clause (1) or (2) with 
which he was entitled to be credited, on the day before the effec- 
tive date of this section, in computing his basic pay; and 

(4) the years of service, not included in clause (1), (2) or (3) 
with which he would be entitled to be credited under section 1333 
of this title, if he were entitled to retired pay under section 1331 
of this title. 

For the purpose of this section, a part of a year that is six months or 
more is counted as a whole year, and a part of a year that is less than 
six months is disregarded. 






















CHAPTER 73.—ANNUITIES BASED ON RETIRED OR RETAINER Pay 


































* * * * * * 


§ 1431. Election of annuity: members of armed forces 


(a) This section applies to all members of the armed forces except— 
(1) members whose names are on a retired list or who are in 
the Retired Reserve; 
(2) Reserves on an inactive status list; 
(3) members assigned to the inactive National Guard; 
(4) cadets at the United States Military Academy, the United 
States Air Force Academy, or the Coast Guard Academy; and 
(5) midshipmen. 

(b) To provide an annuity under section 1434 of this title, a person 
covered by subsection (a) may elect to receive a reduced amount of 
the retired or retainer pay to which he may become entitled as a result 
of service in his armed force. The election must be made before he 
completes 18 years of service for which he is entitled to credit in the 
computation of his basic pay. However, if, because of military opera- 
tions, he is missing, interned in a neutral country, captured by a hostile 
force, or beleaguered or besieged, and for that reason is unable to make 

; the election before completing 18 years of that service, he may make 
the election within six months after he returns to the jurisdiction of his 
armed force. 

(c) An election made under subsection (b) may be changed or re- 
voked by the elector before his retirement or before he becomes entitled 
to retired or retainer pay. [However, unless made under section 1433, 
the change or revocation is not effective if he is retired or becomes 
entitled to retired or retainer pay within five years after the date of 

the change or revocation.] Unless made under section 1438, the change 
or revocation is not effective if he is retired or becomes entitled to retired 
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or retainer pay within five years after the date of the change or revocation. 
However, a change or revocation made by an officer who is retired under 
section 1294 of this title rs effective if made at such a time that it would 
have been effective had he been retired on the earliest date prescribed for 
an officer of his kind by section 3915, 3916, 3921, 6376, 6377, 6879, 6396, 
8915, 8916, or 8921, as the case may be, of this title. If he revokes the 
election, he may not change or withdraw the revocation. 

(d) A person who was retired or granted retired or retainer pay 
before November 1, 1953, and who elected within 180 days after that 
date to receive a reduced amount of that pay to provide an annuity, 
may not revoke that election. 

*~ *” * * * + * 


CuHapTerR 335.—APPOINTMENTS IN THE REGULAR ARMY 
Sec. 
* ” * a * * = 


3300. Commissioned officers: promotion to captain[, major, or lieutenant 
colonel] or, in case of officers of Army Nurse Corps, Army Medical 
Specialist Corps, or Women’s Army Corps, major; selection board pro- 
cedure. 


8300a. Commissioned officers: promotion to major or lieutenant colonel; selection 
board procedure. 


* ~ * * ” * = 
§ 3297. Selection boards 
a. * * ” * « * 


(d) Except as otherwise provided by law, promotion-list officers 
and brigadier generals of the Regular Army may be promoted to the 
regular grades of captain through major general only when recom- 
mended by a selection board. A recommendation for promotion must 
be made by the majority of the total membership of the board. 
Such a recommendation shall be based upon ability and efficiency. 
Notwithstanding any other provision of law, a board that is to recom- 
mend officers for promotion whom it considers to be the best qualified may 
recommend only those officers whom it also considers to be fully qualified. 

* * * * * * * 


§ 3299. Commissioned officers: promotion to captain, major, or 
lieutenant colonel 
* * * . * * 7. 


(c) Having in view the number of actual and anticipated vacancies 
on a promotion list in the regular grade of captain, major, or lieutenant 
colonel, the Secretary of the Army may direct a selection board to 
consider and recommend officers on that list for promotion to the 
next higher regular grade without regard to length of service. How- 
ever, no officer may be considered for promotion under this section 
more than two years before the date on which it is anticipated that 
he will be promoted if recommended, and unless the same board con- 
siders all officers above him on that list who are not on a recommended 
list. [No officer of the Army Nurse Corps or Army Medical Specialist 
Corps may be promoted under this subsection.] 

* * 7 * * 7. & 
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3300. Commissioned officers: promotion to captain [, major, or lieutenant colonel] 
or, in the case of officers of Army Nurse Corps, Army Medical Specialist 
Corps, or Women’s Army Corps, major; selection board procedure 

(a) When promotion-list officers in the regular grade of first lieu- 
tenant [, captain, or major] or promotion-list ofhcers of the Army 
Nurse Corps, Army Medical Specialist Corps, or Women’s Army Corps 
in the regular grade of captain are to be considered, under section 3299 
of this title, by a selection board for promotion to the next higher 
regular grade to fill existing or anticipated vacancies, the Secretary 
of the Army may direct the board to— 

(1) consider officers in the specified grade in the order of their 
seniority on the promotion list concerned; 

(2) recommend those who are fully qualified for promotion; 

(3) pass over those not so qualified; and 

(4) continue this procedure until the number of officers specified 
by him js recommended. 

(b) When a promotion-list officer in the regular grade of first lieu- 
tenant [, captain, or major] or a promotion-list officer of the Army 
Nurse Corps, Army Medical Specialist Corps, or Women’s Army Corps 
in the regular grade of captain must be considered under section 3299 
of this title for promotion because of length of service, or because he 
is on a promotion list above an officer who must be considered for that 
reason, the Secretary may— 

(1) furnish the board a list of officers to be considered for pro- 
motion to the grade concerned; and 

(2) direct the board to recommend the officers on that list 
whom it considers fully qualified for promotion. 

(c) Instead of the procedures set forth in subsection (a) or (b), the 
Secretary may furnish to the board a list of promotion-list officers to 
be considered and may direct it to recommend a number specified by 
him for promotion. The board shall recommend those officers whom 
it considers to be the best qualified. However, the number prescribed 
by the Secretary for recommendation must be at least 80 percent of 
those listed for consideration. 

(d) From promotion-list officers of the Army Nurse Corps, Army 
Medical Specialist Corps, or Women’s Army Corps, as the case may be, 
in the regular grade of captain who are not on a list of officers furnished 
by the Secretary to a selection board under subsection (c), the Secretary 
may furnish the board the names of additional officers, in order of senior- 
ity in regular grade. From those officers, the board may recommend for 
promotion to the regular grade of major a number of officers, whom it 
considers to be the best qualified, that is not more than 5 percent of the 
number specified by the Secretary under subsection (c) for promotion. 
If 5 percent of that number is less than one officer, the board may recom- 
ad one officer under this subsection. An officer who is not on a list of 
officers furnished to a selection board under subsection (c), and who 1s 
on a promotion list above an officer who is recommended for promotion 
under this subsection, shall be treated as if consideration under this 
subsection were not consideration for promotion. 

(e) The number of officers that may be recommended for promotion 
under subsection (c) and (d) may not be more than the number specified 
by the Secretary for promotion under subsection (c). 
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§ 3300a. Commissioned officers: promotion to major or lieutenant 
colonel; selection board procedure 


(a) When promotion-list officers in the regular grade of captain or 
major are to be considered, under section 3299 of this title, by a selection 
board for promotion to the next higher regular grade, the Secretary of 
the Army shall furnish to the board a list of promotion-list officers, in 
order of seniority in regular grade, to be considered and shall direct it 
to recommend a number specified by him for promotion. The board 
shall recommend those officers whom it considers to be best qualified. 
However, the number prescribed by the Secretary for recommendation 
must be at least 80 percent of those listed for consideration for the first 
time. 

(b) From promotion-list officers in the regular grade of captain or 
major, as the case may be, who are not on a list of officers furnished by 
the Secretary to a selection board under subsection (a), the Secretary may 
furnish the board the names of additional officers, in order of seniority in 
regular grade. From those officers, the board may recommend for pro- 
motion to the neat higher regular grade a number of officers, whom it 
considers to be the best qualified, that is not more than 5 percent of the 
number specified by the Secretary under subsection (a) for promotion. 
If 5 percent of that number is less than one officer, the board may recom- 
mend one officer under this subsection. An officer who is not on a list 
of officers furnished to a selection board under subsection (a), and who 
is on a promotion list above an officer who is recommended for promotion 
under this subsection, shall be treated as if consideration under this 
subsection were not consideration for promotion. 

(c) The number of officers that may be recommended for promotion 
under this section may not be more than the number specified by the 
Secretary for promotion under subsection (a). 

(d) This section does not apply to the promction of promotion-list 
officers of the Army Nurse Corps or the Army Medical Specialist Corps 
to the regular grade of major or lieutenant colonel or to the promotion of 
promotion-list officers of the Women’s Army Corps to the regular grade 
of major. 

* * ok * * * * 


§ 3303. Commissioned officers: effect of failure of promotion to cap- 
tain, major, or lieutenant colonel 
* * *x * x * * 


(d) A deferred officer who is not recommended by the next selection 
board considering officers of his grade and promotion list shall— 
(1) if he is eligible, be retired under section 3913 of this title; 
(2) if he is not eligible for retirement under section 3913 of this 
title, but is eligible for retirement under any other provision of 
law, be retired under that law on the date when he would have 
been retired under section 3913 of this title if he were eligible; or 
(3) if he is not eligible for retirement under section 3913 of this 
title or any other provision of law, be honorably discharged on 
[the date he would have been retired under section 3913 of this 
title if he were eligible] such date as may be requested by him and 
approved under regulations to be prescribed by the Secretary of the 
Army, but not later than the first day of the seventh month after the 
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Secretary approves the report of that board, with the severance pay 
computed by multiplying his years of service, but not more than 
12 computed under section 3927(a) of this title, by two months’ 
basic pay of the grade in which he is serving on the date of his 
discharge. 


~ * * * * * * 


§ 3304. Commissioned officers; Army Nurse Corps and Army 
Medical Specialist Corps: promotion to lieutenant colonel 
or colonel 

(a) Having in view the number of actual and anticipated vacancies 
in the promotion lists of the Army Nurse Corps or the Army Medical 
Specialist Corps in the regular grade of lieutenant colonel and the 
number of officers desired in that grade on the applicable promotion 
list, the Secretary of the Army shall furnish to selection boards lists 
of all promotion-list officers in the regular grade of major who have 
completed at least 21 years of service with which they are entitled 
to be credited for promotion and all promotion-list officers in that 
grade whose names appear on that promotion list above the name of 
any officer who has completed that service, in the order in which 
their names appear on that promotion list. The Secretary may also 
furnish to the boards the names of promotion-list officers in the 
regular grade of major who have not completed 21 years of service 
creditable for promotion, in the order in which their names appear 
on that promotion list. He shall direct the boards to recommend 
for promotion to lieutenant colonel, a number prescribed by him, but 
not in excess of the number of promotions anticipated to be made to 
that grade within the next two years. The Secretary may not 
furnish the name of any officer to a board unless he furnishes to it 
the names of all officers above that officer on the promotion list who 
are not on a recommended list for promotion to that regular grade. 
The board shall recommend the prescribed number of those officers 
whom it considers to be the best qualified. 

(b) From promotion-list officers of the Army Nurse Corps or the 
Army Medical Specialist Corps, as the case may be, in the regular grade 
of major who are not on a list of officers furnished by the Secretary to a 
selection board under subsection (a), the Secretary may furnish the board 
the names of additional officers, in order of seniority in regular grade. 
From those officers, the board may recommend for promotion to the 
regular grade of lieutenant colonel a number of officers, whom it considers 
to be the best qualified, that is not more than 5 percent of the number 
specified by the Secretary under subsection (a) for promotion. If 6 
percent of that number is less than one officer, the board may recommend 
one officer under this subsection. 

(c) The number of officers that may be recommended for promotion 
under subsections (a) and (b) may not be more than the number specified 
by the Secretary for promotion under subsection (a). 

[(b)] (d) Having in view the number of actual and anticipated 
vacancies in the promotion lists of the Army Nurse Corps or the 
Army Medical Specialist Corps in the regular grade of colonel and 
the number of officers desired in that grade on the applicable pro- 
motion list, the Secretary of the Army shall furnish to selection boards 
lists of all promotion-list officers in the regular grade of lieutenant 
colonel (except those officers who would not be eligible for nomination 
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by reason of [subsection (d)] subsection (f)) in the order in which 
their names appear on that promotion list. He shall direct the boards 
to recommend for promotion to the grade of colonel a number pre- 
scribed by him but not in excess of the number of promotions antici- 
pated to be made to that grade within the next two years. The list 
furnished may not contain the name of any officer who is on a recom- 
mended list for promotion to that regular grade. The board shall 
recommend the prescribed number of those officers whom it considers 
to be best qualified. 

[(c)] (e) The names of officers recommended for promotion to the 
regular grade of lieutenant colonel or colonel shall be entered at the 
foot of, and carried on, the appropriate permanent recommended list 
for promotion to those grades in the same order among themselves as 
of the applicable promotion list. Officers shall be promoted in that 
order when there is a vacancy in those grades for that list. A vacancy 
in those grades may be filled at any time. It is not mandatory that 
the authorized numbers be maintained in the regular grades of 
lieutenant colonel or colonel on a promotion list. 

[(d)] (f) An officer must complete at least one year of service in 
the regular grade of lieutenant colonel before being nominated for 
promotion to the regular grade of colonel. 


§ 3305. Commissioned officers other than officers of the Army Nurse 
Corps and the Army Medical Specialist Corps; promotion 
to colonel 

(a) Having in view the number of actual and anticipated vacancies 
in any promotion list in the regular grade of colonel and the number 
of officers desired in that grade on that promotion list, the Secretary 
of the Army shall furnish to selection boards lists of officers in the 
regular grade of lieutenant colonel, in order of seniority in regular 
grade, to be considered by those boards. The Secretary may not 
furnish the name of any officer to the board unless he furnishes to it 
the names of all officers above that officer on that promotion list who 
are not on a recommended list. He shall direct the boards to recom- 
mend a number prescribed by him for promotion to the grade of 
colonel. The list furnished may not contain the name of any officer 
who is on a recommended list for promotion to that grade. The 
board shall recommend the prescribed number of those officers whom 
it considers to be best qualified. No officer of the Army Nurse Corps 
or Army Medical Specialist Corps may be promoted under this section. 

(6) From promotion-list officers in the regular grade of lieutenant 

colonel who are not on a list of officers furnished by the Secretary to a 

selection board under subsection (a), the Secretary may furnish the board 

the names of additional officers, in order of seniority in regular grade. 

From those officers, the board may recommend for promotion to the next 

higher regular grade a number of officers, whom it considers to be the best 

qualified, that is not more than 5 percent of the number specified by the 

Secretary under subsection (a) for promotion. If 5 percent of that num- 

ber is less than one officer, the board may recommend one officer under 

this subsection. 

(c) The number of officers that may be recommended for promotion 
under this section may not be more than the number specified by the 

Secretary under subsection (a) for promotion. 
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[(b)] (d) Whenever the Secretary considers that the number of 
officers in the regular grade of colonel in any of the branches on the 
Army promotion list is or may become seriously unbalanced, he may 
direct that, of the officers recommended, prescribed numbers be 
recommended for service in specified branches. 

[(c)] (e) The names of officers recommended for promotion to the 
regular grade of colonel shall be entered at the foot of, and carried 
on, the appropriate permanent recommended list for promotion to 
that grade in the same order among themselves as on the applicable 
promotion list. Officers shall be promoted in that order when there 
is a vacancy in that grade for that list. A vacancy in that grade 
may be filled at any time. It is not mandatory that the authorized 
numbers be maintained in the grade of colonel on any promotion list. 

[(d)] (f/) The ratio of the number of officers on any promotion 
list who are named for consideration for promotion to the regular 
grade of colonel, to the number directed to be recommended, may be 
prescribed by the Secretary. 

[(e)] (g) No officer may be considered for promotion to the regular 
grade of colonel more than two years before the date on which it is 
anticipated that he will be promoted if recommended. 

L(f)] (2) An officer must complete at least one year of service in 
the regular grade of lieutenant colonel before being nominated for 
promotion to the regular grade of colonel. 

* * ~ * * + * 


CHAPTER 339.—TEMPORARY APPOINTMENTS 
* ° oe * 7 a” os 


§ 3442. Commissioned officers; regular and reserve components: ap- 
pointment in higher grade 
*K * * * 7 * * 


(c) Subject to subsections (a) and (b), a regular commissioned 
officer, or a reserve commissioned officer who is serving on active 
duty, may be appointed in a temporary grade that is equal to or 
higher than his regular or reserve grade, without vacating any other 
grade held by him. Under regulations to be prescribed by the 
Secretary, appointments made under this subsection shall be made on 
a fair and equitable basis. Selections shall be based upon ability 
and efficiency [with regard being given to seniority and age]. 

* * * * * * * 


CHAPTER 367.—RETIREMENT FOR LENGTH OF SERVICE 


* * * * * * * 
§ 3913. Twenty years or more: deferred officers not recommended for 
promotion 


(a) A deferred officer who is not recommended for promotion under 
section 3303(c) of this title, or an officer who is found disqualified for 
promotion under 3302(f) of this title, shall, if he has at least 20 years 
of service computed under section 3927(a) of this title, be retired, 
except as provided by section 47a of title 5, [one year and 30 days 
after the earlier of the following dates: 

(1) The date of appointment to the grade concerned of the 
first officer junior to him on the list considered by the first 
selection board. 
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(2) The date on which he would have completed, for promotion 
purposes, 7, 14, or 21 years of service, if he is in the grade of first 
lieutenant, captain, or major, as the case may be, had his years 
of service not leen reduced under section 3303(b) of this title] 
on such date as may be requested by him and approved under regu- 
lations to be prescribed by the Secretary of the Army, but not later 
than the first day of the seventh month after the Secretary approves 
the report of the last board that did not recommend him for promotion 
to the grade concerned. 

(b) Unless sooner retired or separated under another provision of 
law, a deferred officer who is not recommended for promotion under 
section 3303(c) of this title, or an officer found disqualified for promo- 
tion under section 3302(f) of this title, who is not eligible for retirement 
under subsection (a) of this section or any other provision of law, but 
is within two years of becoming entitled to retirement under subsection 
(a) of some other provision of law, shall be retained on the active list 
in his regular grade until [so entitled to retire] the date he completes 
20 years of service computed under section 3927 (a) of this title, or the 
first day of the seventh month after the Secretary approves the report of the 
last board that did not recommend him for promotion to the grade con- 
cerned, whichever is later, and then retired. 

* 7x « * * * 


CHAPTER 543.—SELEcTION Boarps 


* * * * * * x 
§ 5707. Officers to be recommended for promotion or continuation 
* * * « * x «“ 


(i) Recommendations for promotion or for continuation on the active 
list shall be based upon ability and efficiency. No officer may be recom- 
mended for promotion or for continuation on the active list unless he 
receives the recommendation of at least two-thirds of the acting mem- 
bers of the board concerned. However, a board composed of five 
acting members or less may so recommend an officer upon the concur- 
rence of a majority of its members. 

* * * * * ed x 


Cuapter 573.—INVOLUNTARY RETIREMENT, SEPARATION, AND 
FuRLOUGH 


* * * * * * x 


§ 6382. Regular Navy, lieutenants and lieutenants (junior grade); 
Regular Marine Corps, captains and first lieutenants: 
discharge for failures of selection for promotion; severance 


pay 

(a) Each officer on the active list of the Navy serving in the grade 
of lieutenant except an officer in the Nurse Corps, and each officer on 
the active list of the Marine Corps serving in the grade of captain shall 
be honorably discharged on June 30 of the fiscal vear in which he is 
considered as having failed of selection for promotion to the grade of 
lieutenant commander or major for the second time. However, if he 
so requests, he may be honorably discharged at any time during that fiscal 
year. 
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(b) Each officer on the active list of the Navy serving in the grade 
of lieutenant (junior grade), except an officer of the Nurse Corps, and 
each officer on the active list of the Marine Corps serving in the grade 
of first lieutenant shall be honorably discharged on June 30 of the 
fiscal year in which he is considered as having failed of selection for 
promotion to the grade of lieutenant or captain for the second time. 
However, if he so requests, he may be honorably discharged at any time 
during that fiscal year. 


* * * * * * * 


§ 6383. Regular Navy and Regular Marine Corps; officers designated 
for limited duty: retirement for length of service or failures 
of selection for promotion; discharge for failures of selection 
for promotion; reversion to prior status; retired grade; 
retired or severance pay 

* * o* cd * * * 


(d) Each officer designated for limited duty on the active list of the 
Navy serving in the grade of lieutenant and each officer designated 
for limited duty on the active list of the Marine Corps serving in the 
grade of captain shall be honorably discharged on June 30 of the 
fiscal year in which he is considered as having failed of selection for 
promotion to the grade of lieutenant commander or major for the 
second time. However, if he so requests, he may be honorably discharged 
at any time during that fiscal year. 

(e) Each officer designated for limited duty on the active list of the 
Navy serving in the grade of lieutenant (junior grade) and each officer 
designated for limited duty on the active list of the Marine Corps 
serving in the grade of first lieutenant shall be honorably discharged 
on June 30 of the fiscal year in which he is considered as having failed 
of selection for promotion to the grade of lieutenant or captain for 
the second time. However, if he so requests, he may be honorably 
discharged at any time during that fiscal year. 


* * * * * * * 


§ 6384. Regular Navy and Regular Marine Corps; officers having 
less than 20 years of service: discharge for unsatisfactory 
performance of duty; severance pay; reversion of limited 
duty officers to prior status 

* * ok * * * * 


(b) Each officer on the active list of the Navy or the Marine Corps 
whose name is reported under this section shall, subject to subsection 
(d), be honorably discharged from the naval service on June 30 of 
the fiscal year in which his name is so reported, or, in the discretion of 
the Secretary of the Navy, on any earlier date if the officer so requests, 
with a lump-sum payment computed on the basis of two months’ 
basic pay received at the time of discharge multiplied by the number 
of years of service, but the payment may not be more than two years’ 
basic pay. The acceptance of a lump-sum payment under this 
section does not deprive a person of any retirement benefits from the 
United States. However, there shall be deducted from each of his 
retirement payments so much thereof as is based on the service for 
which he has received payment under this section, unless the total 
deductions equal the amount of the lump-sum payments. 

* * * * * © ” 





PROMOTION AND INVOLUNTARY RETIREMENT OF OFFICERS 39 


§ 6401. Regular Navy, women lieutenants; Regular Marine Corps, 
women captains: discharge for length of service; severance 
pay 

(a) Each woman officer on the active list of the Navy, appointed 
under section 5590 of this title, who holds a permanent appointment 
in the grade of lieutenant and each woman officer on the active list of 
the Marine Corps who holds a permanent appointment in the grade of 
captain shall be honorably discharged on June 30 of the fiscal year 
in which— 

(1) she is not on a promotion list; and 
(2) she has completed 13 years of active commissioned service 
in the Navy or in the Marine Corps. 


However, if she so requests, she may be honorably discharged at any time 
during that fiscal year. 


« * + © * * 


§ 6402. Regular Navy, women lieutenants (junior grade); Regular 
Marine Corps, women first lieutenants: discharge for length 
of service; severance pay 

(a) Each woman officer on the active list of the Navy, appointed 
under section 5590 of this title, who holds a permanent appointment 
in the grade of lieutenant (junior grade) and each woman officer on 
the active list of the Marine Corps who holds a permanent appoint- 
ment in the grade of first lieutenant shall be honorably discharged on 

June 30 of the fiscal year in which— 

(1) she is not on a promotion list; and 
(2) she has completed seven years of active commissioned 
service in the Navy or in the Marine Corps. 


However, if she so requests, she may be honorably discharged at any time 
during that fiscal year. 


* x * * * * * 


CHAPTER 835.—APPOINTMENTS IN THE REGULAR Arr ForRCE 
* * * * * * * 
Sec. 


8300. Commissioned officers: promotion to captain [, major, or lieutenant 
colonel] or, in the case of certain female officers, major; selection board 
procedure. 

8300a. Commissioned officers: promotion to major or lieutenant colonel; selection 
board procedure. 


* * & ~~ + * a 
§ 8297. Selection boards 
7 * aa * a * * 


(d) Except as otherwise provided by law, promotion-list officers 
and brigadier generals of the Regular Air Force may be promoted to 
the regular grades of captain through major general only when recom- 
mended by a selection board. A recommendation for promotion must 
be made by the majority of the total membership of the board. Such 
a recommendation shall be based upon ability and efficiency. Notwith- 
standing any other provision of law, a board that is to recommend officers 
for promotion whom it considers to be the best qualified may recommend 
only those officers whom it also considers to be fully qualified. 

« + * * * 


. * 
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§ 8299. Commissioned officers: promotion to captain, major, or lieu- 
tenant colonel 

(a) Promotion-list officers shall be promoted to the regular grades 
of captain, major, and, except as provided in subsection “(f) [or (g)] 

(g), or (h), lieutenant colonel, under subsections (b) and (c), or 
eliminated from the active list under section 8303 of this title. 

(b) Without regard to vacancies, each promotion-list officer whose 
regular grade is first lieutenant, captain, or major shall be considered 
by a selection, board for promotion to the next higher regular grade, 
far enough in advance of the date on which he will complete 7, 14, or 
21 years ‘of service with which he is entitled to be credited for promo- 
tion, as the case may be, that if recommended, he made be promoted 
on the date on which he will complete that service. 

(c) Having in view the number of actual and anticipated vacancies 
ona promotion list in the regular grade of captain, major, or lieutenant 
colonel, the Secretary of the Air Force may direct a selection board to 
consider and recommend officers on that list for promotion to the next 
higher regular grade without regard to length of service. However, 
no officer may be considered for promotion under this section more 
than two years before the date on which it is anticipated that he will 
be promoted if recommended, and unless the same board considers all 
officers above him on that list who are not on a recommended list. 
[This subsection does not apply to the promotion of Air Force nurses 
or medical specialists to the grade of captain, major, or lieutenant 
colonel. ] 

(d) The names of promotion-list officers recommended for promo- 
tion under this section and section 8301 of this title shall be carried on 
permanent recommended lists of their grade and promotion list in the 
same order among themselves as on the applicable promotion list, and 
they shall be promoted in that order. A promotion may be made 
whenever there is a vacancy, but it is not mandatory that the author- 
ized numbers be maintained in any grade on any promotion list. 

(e) Whenever an officer is promoted under subsection (b), all officers 
in the same grade and on the same promotion list whose names are on 
the recommended list above that of the officer who must be promoted 
because of length of service shall be promoted at the same time and 
shall retain among themselves their existing seniority. 

(f) Female promotion-list officers, other than those designated 
under section 8067 of this title to perform professional functions, may 
be promoted to the regular grade of lieutenant colonel only to fill 
vacancies in the number authorized by the Secretary for that cate- 
gory, and only when recommended by a selection board under regu- 
lations to be prescribed by the Secretary. Such a female promotion- 
list officer whose regular grade is major may not be eliminated from 
the active list because of failure of selection for promotion to the 
regular grade of lieutenant colonel. 

(g) Air Force nurses and medical specialists may be promoted to 
the regular grade of lieutenant colonel in the manner prescribed in 
section 8305 of this title to fill vacancies in the number authorized 
for that grade by the Secretary. Whenever a selection board is con- 
sidering Air Force nurses or medical specialists for promotion to the 
regular grade of lieutenant colonel, the Secretary shall furnish to the 
board the name of each Air Force nurse or medical specialist, as the 
case may be, in the regular grade of major who has completed at 
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least 21 years of service with which she is entitled to be credited for 
promotion purposes, and the names of all of those officers in that 
regular grade whose names appear on the applicable promotion list 
above the name of any officer who has completed at least 21 years 
of that service. In addition, he may furnish to the board, in the 
order in which their names appear on the applicable promotion list, 
the names of any other Air Force nurses or medical specialists, as the 
case may be, in the regular grade of major who have not completed 
21 years of that service. 

(h) From Air Force nurses or medical specialists, as the case may be, 
in the regular grade of major who are not on a list of officers furnished 
by the Secretary to a selection board under subsection (g), the Secretary 
may furnish the board the names of additional officers, in order of senior- 
ity in regular grade. From those officers, the board may recommend for 
promotion to the regular grade of lieutenant colonel a number of officers, 
whom it considers to be the best qualified, that is not more than 5 percent 
of the number specified by the Secretary under subsection (g) for promo- 
tion. If 5 percent of that number is less than one officer, the board may 
recommend one officer under this subsection. 

(1) The number of officers that may be recommended for promotion 
under subsections (g) and (h) may not be more than the number specified 
by the Secretary for promotion under subsection (q). 

) [(b)] A promotion-list officer who has been twice considered 
and not recommended for promotion to any one regular grade may 
not again be considered for promotion under this section. This does 
not apply to officers covered by subsection (f). 


§ 8300. Commissioned officers: promotion to captain [, major, or 
lieutenant colonel] or, in the case of certain female officers, 
major; selection board procedure. 

(a) When promotion-list officers in the regular grade of first lieuten- 
ant [, captain, or major] or female promotion-list officers (other than 
those designated under section 8067 (a)—(d) or (g)—(i) of this title) in the 
regular grade of captain are to be considered, under section 8299 of 
this title, by a selection board for promotion to the next higher 
regular grade to fill existing or anticipated vacancies, the Secretary 
of the Air Force may direct the board to— 

(1) consider officers in the specified grade in the order of their 
seniority on the promotion list concerned; 

(2) recommend those who are fully qualified for promotion; 

(3) pass over those not so qualified; and 

(4) continue this procedure until the number of officers 
specified by him is recommended. 

(b) When a promotion-list officer in the regular grade of first 
lieutenant [, captain, or major] or a female promotion-list officer 
(other than one designated under section 8067 (a)—(d) or (g)-(i) of this 
title) in the regular grade of captain must be considered under section 
8299 of this title for promotion because of length of service, or because 
he is on a promotion list above an officer who must be considered 
for that reason, the Secretary may— 

(1) furnish the board a list of officers to be considered for 
promotion to the grade concerned; and 

(2) direct the board to recommend the officers on that list 
whom it considers fully qualified for promotion. 
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(c) Instead of the procedures set forth in subsection (a) or (b), 
the Secretary may furnish to the board a list of promotion-list officers 
to be considered and may direct it to recommend a number specified 
by him for promotion. The board shall recommend those officers 
whom it considers to be the best qualified. However, the number 
prescribed by the Secretary for recommendation must be at least 
80% of those listed for consideration. 

[(d) This section does not apply to the promotion of Air Force 
nurses or medical specialists to the regular grade of lieutenant colonel.] 

(d) From female promotion-list officers (other than those designated 
under section 8067 (a)-(d) or (g)-(%) of this title) in the regular grade of 
captain who are not on a list of officers furnished by the Secretary to a 
selection board under subsection (c), the Secretary may furnish the 
board the names of additional officers, in order of seniority in regular grade. 
From those officers, the board may recommend for promotion to the regular 
grade of major a number of officers, whom it considers to be the best 
qualified, that is not more than 5 percent of the number specified by the 
Secretary under subsection (c) for promotion. If 5 percent of that 
number is less than one officer, the board may recommend one officer under 
this subsection. An officer who is not on a list of officers furnished to a 
selection board under subsection (ce), and who is on a promotion list 
above an officer who is recommended for promotion under this subsection, 
shall be treated as if consideration under this subsection were not considera- 
tion for promotion. 

(e) The number of officers that may be recommended for promotion 
under subsections (c) and (d) may not be more than the number specified 
by the Secretary for promotion under subsection (e). 


§ 8300a. Commissioned officers: promotion to major or lieutenant 
colonel; selection board procedure 


(a) When promotion-list officers in the regular grade of captain or 
major are to be considered, under section 8299 of this title, by a selection 
board for promotion to the next higher regular grade, the Secretary of the 
Air Force shall furnish to the board a list of promotion-list officers, in order 
of seniority in regular grade, to be considered and shall direct it to recom- 

mend a number specified by him for promotion. The board shall recom- 
mend those officers whom it considers to be the best qualified. However, 
the number prescribed by the Secretary for recommendation must be at 
least 80 percent of those listed for consideration for the first time. 

(6) From promotion-list officers in the regular grade of captain or 
major, as the case may be, who are not on a list of officers furnished 
by the Secretary to a selection board under subsection (a), the Secretary 
may furnish the board the names of additional officers, in order of senior- 
ity in regular grade. From those officers, the board may recommend for 
promotion to the next higher regular grade a number of officers, whom 
at considers to be the best qualified, that is not more than 5 percent of 
the number specified by the Secretary under subsection (a) for promo- 
tion. If 5 percent of that number is less than one officer, the board may 
recommend one officer under this subsection. An officer who is not on 
a list of officers furnished to a selection board under subsection (a), and 
who is on a promotion list above an officer who is recommended for pro- 
motion under this subsection, shall be treated as if consideration under 
this subsection were not consideration for promotion. 

(c) The number of officers that may be recommended for promotion 
under this section may not be more than the number specified by the 
Secretary for promotion under subsection (a). 
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(d) This section does not apply to the promotion of female promotion- 
list officers (other than those designated under section 8067 (a)-(d) or 
(g)-(v) of thas title) to the regular grade of major or to the promotion of 
female promotion-list officers designated under section 8067 (e) or (f) of 
this title to the regular grade of lieutenant colonel. 

™~ * * * * * * 


§ 8303. Commissioned officers: effect of failure of promotion to captain, 
major, or lieutenant colonel 
« * * * Aw * * 


(d) A deferred officer who is not recommended by the next selection 

board considering officers of his grade and promotion list shall— 
(1) if he is elegible, be retired under section 8913 of this title; 
(2) if he is not eligible for retirement under section 8913 of this 
title, but is elegible for retirement under any other provision of 
law, be retired under that law on the date when he would have 
been retired under section 8913 of this title if he were eligible; or 
(3) if he is not eligible for retirement under section 8913 of 
this title or any other provision of law, be honorably discharged 
on [the date he would have been retired under section 8913 of 
this title if he were eligible] such date as may be requested by him 
and approved under regulations to be prescribed by the Secretary 
of the Air Force, but not later than the first day of the seventh month 
after the Secretary approves the report of that board, with severance 
pay computed by multiplying his years of service, but not more 
than 12, computed under section 8927(a) of this title, by two 
months’ basic pay of the grade in which he is serving on the date 

of his discharge. 
* * * * * * * 


§ 8305. Commissioned officers: promotion to colonel 


(a) Having in view the number of actual and anticipated vacancies 
in any promotion list in the regular grade of colonel and the number of 
officers desired in that grade on that promotion list, the Secretary of 
the Air Force shall furnish to selection boards lists of officers in the 
regular grade of lieutenant colonel, in order of seniority in regular 
grade, to be considered by those boards. The Secretary may not 
furnish the name of any officer to the board unless he furnishes to it 
the names of all officers above that officer on that promotion list who 
are not on a recommended list. He shall direct the boards to recom- 
mend a number prescribed by him for promotion to the grade of 
colonel. The list furnished may not contain the name of any officer 
who is on a recommended list for promotion to that grade. The board 
shall recommend the prescribed number of those officers whom it 
considers to be the best qualified. 

(b) From promotion-list officers in the regular grade of lieutenant 
colonel who are not on a list of officers furnished by the Secretary to a 
selection board under subsection (a), the Secretary may furnish the board 
the names of additional officers, in order of seniority in regular grade. 
From those officers, the board may recommend for promotion to the next 
higher regular grade a number of officers, whom it considers to be the 
best qualified, that is not more than 6 percent of the number specified by 
the Secretary for promotion under subsection (a). If 5 percent of that 
number is less than one officer, the board may recommend one officer 
under this subsection. 





40 PROMOTION AND INVOLUNTARY RETIREMENT OF OFFICERS 


(c) The number of officers that may be recommended for promotion 
under this section may not be more than the number specified by the 
Secretary under subsection (a) for promotion. 

(e) [(b)] Whenever the Secretary considers that there are or will 
be too few officers with special qualifications, in the grade of colonel 
on the Air Force promotion list, he may direct that a specified num- 
ber of the officers to be recommended for promotion to the regular 
grade of colonel be officers with those qualifications. 

(e) [(c)] The names of officers recommended for promotion to the 
regular grade of colonel shall be entered at the foot of, and carried 
on, the appropriate permanent recommended list for promotion to 
that grade in the same order among themselves as on the applicable 
promotion list. Officers shall be promoted in that order when there 
is @ vacancy in that grade for that list. A vacancy in that grade 
may be filled at any time. It is not mandatory that the authorized 
numbers be maintained in the grade of colonel on any promotion list. 

{(d)] (f) The ratio of the number of officers on any promotion 
list who are named for consideration for promotion to the regular 
grade of colonel, to the number directed to be recommended, may be 
prescribed by the Secretary. 

[(e)] (g) No officer may be considered for promotion to the regular 
grade of colonel more than two years before the date on which it is 
anticipated that he will be promoted if selected. 

[(f)] (A) An officer must complete at least one year of service in 
the regular grade of lieutenant colonel before being nominated for 
promotion to the regular grade of colonel. 

[(g)] @ Air Force nurses and medical specialists may be pro- 
moted under this section only to fill vacancies in the number author- 
ized for that grade by the Secretary. 

[(h)] (j) This section does not apply to female officers on the Air 
ae romotion list who are not designated under section 0867 of 
this title. 


* * * * * * * 


CHAPTER 839.—TEMPORARY APPOINTMENTS 


+ + * * * * + 


§ 8442. Commissioned officers; regular and reserve components: 
appointment in higher grade 


& * * * * * * 


(c) Subject to subsection (a) and (b), a regular commissioned officer, 
or a reserve commissioned officer who is serving on active duty, may 
be appointed in a temporary grade that is equal to or higher than 
his regular or reserve grade, without vacating any other grade held 
by him. Under regulations to be prescribed by the Secretary, ap- 
pointments made under this subsection shall be made on a fair and 
equitable basis. Selections shall be based upon ability and efficiency 
[with regard being given to seniority and age]. 


& * * * * * 


CuapTeR 867.—RETIREMENT FOR LENGTH OF SERVICE 


* . * * * 
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§ 8913. Twenty years or more: deferred officers not recommended for 
promotion 


(a) A deferred officer who is not recommended for promotion under 
section 8303(c) of this title, or an officer who is found disqualified for 
promotion under section 8302(f) of this title, shall, if he has at least 20 
years of service computed under section 8927(a) of this title, be 
retired, except as provided by section 47a of title 5, [one year and 
30 days after the earlier of the following dates: 

[(1) The date of appointment to the grade concerned of the 
first officer junior to him on the list considered by the first 
selection board. 

[(2) The date on which he would have completed, for promo- 
tion purposes, 7, 14, or 21 years of service, if he is in the grade of 
first lieutenant, captain, or major, as the case may be, had his 
icq. service not been reduced under section 8303(b) of this 
title. 

on such date as may be requested by him and approved under regulations 
to be prescribed by the Secretary of the Air Force, but not later than the 
first day of the seventh month after the Secretary approves the report of the 
last board that did not recommend him for promotion to the grade concerned. 

(b) Unless sooner retired or separated under another provision of 
law, a deferred officer who is not recommended for promotion under 
section 8303(c) of this title, or an officer found disqualified for pro- 
motion under section 8302(f) of this title, who is not eligible for re- 
tirement under subsection (a) of this section or any other provision of 
law, but is within two years of becoming entitled to retirement under 
subsection (a) or some other provision of law, shall be retained on the 
active list in his regular grade until [so entitled to retire, ] the date he 
completes 20 years of service computed under section 8927 (a) of this title, 
or the first day of the seventh month after the Secretary approves the 
report of the last board that did not recommend him for promoiion to the 
grade concerned, whichever is later, and then retired. 


O 








Calendar No. 570 


86rH CONGRESS SENATE Report 
1st Session No. 572 


PROVIDING IMPROVED OPPORTUNITY FOR PROMOTION 
FOR CERTAIN OFFICERS IN THE NAVAL SERVICE 


Juxty 23, 1959.—Ordered to be printed 


Mr. Stennis, from the Committee on Armed Services, submitted the 
following 


REPORT 


(To accompany H.R. 4413] 


The Committee on Armed Services to whom was referred the bill 
(H.R. 4413), to provide improved opportunity for promotion for 
certain officers in the naval service, and for other purposes, having 
considered the same, report favorably thereon, with amendments, and 
recommend that the bill, as amended, do pass. 


COMMITTEE AMENDMENTS TO THE BILL 


On page 6, line 8, after the words “active list.” insert the following: 


Of the officers considered but not recommended for continua- 
tion on the active list the board shall further report the names 
of any officers whose performance of duty would not warrant 
retention on the active list under any circumstances. Each 
board shall certify in its written report that in the opinion of 
two-thirds of the acting members of the board, based on the 
information available to the board, the performance of duty 
of each such officer whose name is so reported would not war- 
rant retention on the active list under any circumstances. 
On page 8, line 11, after the word “grade,” insert the following: 


and whose name has not been reported in the approved report 
of a board in compliance with subsection 1(h) of this Act, 
34006 
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On page 8, beginning with the word “lump-sum” in line 12, strike 
down through line 25, and insert in lieu thereof ‘‘a lump-sum payment 
a : : “ pa} 
of $2,000, effective on the date of his retirement. 
On page 9, strike lines 1 through 12. 
Also on page 9, beginning with the word “However” on line 19 
, SY. Ms > DS ’ 
strike through line 23. 
On page 13, line 4, strike the date ‘June 30, 1970” and insert in lieu 
> aan ’ 
thereof “June 30, 1965”’. 
On page 13, add new section 9, as follows: 


“Sec. 9. (a) Chapter 561 of title 10, United States Code 
is amended— 
‘‘(1) by repealing section 6150; and _ : 
(2) by striking out the following item in the analysis: 
“6150. Higher retired grade for retired officers specially commended. 


““(b) This section becomes effective on November 1, 1959.” 


AMENDMENTS 


Flat sum of $2,000 for eligible noncontinued officers 


The committee amended the bill by providing that the eligible 
noncontinued officers would receive a flat $2,000 lump-sum adjustment 
on the date of their retirement instead of payments under the gradu- 
ated House-passed formula providing 2 months’ basic pay for each 
unserved year short of the normal retirement point of 26 or 30 years, 
with a maximum of $6,000 per individual. The committee also 
deleted the House language permitting the officers to elect to receive 
the payment over a 3-year period. 

In addition the committee added language which would deny the 
$2,000 lump-sum payment to those noncontinued officers whose record 
of performance on a quality control basis would not justify their 
continuation on active duty, aside from any regular hump considera- 
tion. The continuation boards would be required to make this 
determination. This provision will insure a uniform standard for this 
category of officers for all the military services. Under separate 

ermanent Jegislation now being considered for all the military services 
Reiiiton officers in the grade of lieutenant colonel and colonel and 
equivalent grades who are twice failed of selection to the next higher 
permanent grade would be subject to involuntary retirement if their 
record of performance would not justify their continuation on active 
duty. No payment other than the normal retired pay would be 
authorized under the permanent legislation. The intent of this addi- 
tional language would be for the Navy and Marine Corps to exclude 
from the lump-sum payment those officers who would be subject to 
the quality control standards for elimination under the permanent 
legislation. 

It should be emphasized that the committee does not intend that 
the lump-sum payment should be considered a precedent. The com- 
mittee recognizes that there is no statutory obligation to provide the 
lump-sum payment for the noncontinued Regular officers. At the 
same time, this necessary legislation in altering the normal retirement 
points for these officers creates some hardship in changing the long- 


EXPLANATION OF THE COMMITTEE 
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term career plans of these officers. The purpose of this payment is 
to provide some assistance in adjusting to the necessary changes in 
their return to civilian life. 

It should be further noted that two categories of officers will be ex- 
cluded from the lump-sum payments: (1) those who are in effect 
involuntarily retired while serving in a rank above their present 
grade and (2) those whose record of performance would not justify 
their continuation on active service. 

The committee was of the opinion that the flat sum was more equita- 
ble and preferable to a graduated formula based on rank and length 
of service. ‘The readjustment conditions upon leaving military service 
are unrelated to the officers rank and length of service upon which a 
graduated formula would be based. 


Change in cutoff date of noncontinuation authority from 1970 to 1965 

The committee amended the bill by providing a cutoff date of June 
30, 1965, for the noncontinuation authority instead of the date of 
June 30, 1970, contained in the bill as it passed the House. 

(1) Even under present 10-year plans, it appears that the entire 
authority beyond 1965 would not be necessary as it relates to the 
grade of commander in the Navy. 

(2) The factors on which the plans are based are difficult to project 
with exactness beyond a 6-year period due to possible change. In- 
cluded in the variables are the possibility of change in the size of our 
forces, and increases and decreases in the number of voluntary 
retirements. 

(3) The June 30, 1965, date will provide a reasonable 6-year period 
within which the noncontinuation authority can be exercised in order 
to meet the regular hump problem. At the same time, it provides a 
sufficient period for Navy to request the Congress to extend the 
authority if conditions at a later date justify the need, as contem- 
plated by present plans. 


Repeal of authority for advancements on retired list 
A new section to the bill (sec. 9) would repeal, effective November 
1, 1959, the present provision requiring an advancement to the next 
higher grade upon retirement for Navy and Marine Corps officers 
who were specially commended for performance of duty in combat 
before January 1, 1947, by the head of the military of executive 
department under whose jurisdiction the duty was performed. This 
rovision of law does not authorize an increase in the retired pay. 
he amendment would not be retroactive and therefore, would have 
no effect on the rights and privileges of officers already advanced prior 
to the repeal of the provision (sec. 6150, title 10, United States Cede). 
This provision had its inception in 1925 with the effort to reward a 
certain naval captain who distinguished himself in World War I but 
failed to achieve the grade of rear admiral. The 1925 legislation as 
finally approved advanced the captain in question to the grade of rear 
admiral with the pay of the lower half. In addition, there was a more 
general provision providing that all Navy and Marine Corps officers 
commended for performance during World War I would be advanced 
to the next higher rank, but without pay of the higher grade when 
retired by reason of age in grade. The 1925 version was modified 
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somewhat over the years until its present version, as outlined above, 
was enacted in 1949. 

Under existing conditions, a disproportionate number of the retired 
flag rank officers in the Navy are officers who never served on active 
duty in their retired rank but were advanced as a result of the special 
authority. As of May 31, 1959, out of 1,420 officers on the retired 
list in the grade of rear admiral only 198 served in the rank with 1,220 
being advanced from a lower grade. Of 198 vice admirals, 44 — 
in the rank and 154 were advanced to that rank. Of 62 admirals, 2 
served in the rank and 33 were advanced. 

The advancement provision, which has been limited to Navy and 
Marine Corps officers since its enactment in 1925 is discriminatory 
against Army and Air Force officers who may have performed in a 
similar manner. Even though no pay is authorized for the higher rank, 
those advanced enjoy the other advantages attached to the higher 
grade, such as possibly greater employment opportunities and the 
increased prestige of the higher rank. 

There is also an added advantage for those who may be recalled to 
active duty from retired status. Under existing law, the Secretary 
of the Navy has discretionary authority to recall retired Navy or 
Marine Corps officers to active service in the higher rank to which 
they were advanced. While serving, these officers receive the pay of 
the higher rank and moreover, under existing law, if they serve in a 
recall status for 2 years, their retired pay will be recomputed under the 
scales of the higher of their advanced rank. 

As already indicated, the present advancement provision provides 
that the commendation must have been received prior to January 1, 
1947, with a result that the provision would eventually lose its effect 
after all officers who received such a commendation have retired. 
However, it will be a number of years before all of the Navy and 
wine Corps officers who were in active service during World War II 
and who would qualify will be retired. In the meantime, the inequity 
would continue with respect to officers of the other military services, 
who will continue to retire in the years ahead and who would not be 
eligible to receive the same advancements as the Navy and Marine 
Corps counterparts. 

The committee amendment will insure a uniform standard for all 
the military services for the future. At the same time, the rights of 
those who have been advanced will not be disturbed. 

In a letter of July 17, 1959, to the Committee on Armed Services, the 
Department of the Army on behalf of the Department of Defense 
stated the opposition of the executive branch to pending legislation 
which would extend the present Navy and Marine Corps advancement 

rovision to Army and Air Force officers. This report opposed such 
Lesdeain in principle, stating that the enactment of such legislation 
would— 


create inequities among personnel who served together under 
combat conditions, inasmuch as a commendation would make 
one person eligible for certain benefits which are denied to 
others with similar combat experience who received no com- 
mendation. It is considered unsound in principle to grant 
promotion upon retirement to individuals solely because : they 
have been commended for their performance of duty in 
combat. 
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A more extensive portion of the departmental report is quoted on 
page 32 of the committee report. 

As indicated above, the departmental report sets forth the reasons 
why the extension of the provision to the Army and Air Force would 
be unsound. These reasons should be equally applicable to the con- 
tinuation of the provision for the Navy and Marine Corps. 


PuRPOSE OF THE BILL 


Except for several minor provisions, the various features of the 
bill relate to the noncontinuation of regular Naval and Marine Corps 
officers on active duty. This latter authority would expire June 30, 
1965. The basic purpose of this temporary authority is to authorize 
mandatory retirement of certain selected senior Heoutas officers in the 
grade of captain or commander in the Navy and equivalent grades in 
the Marine Corps, in order to permit a number of highly experienced 
officers in the grade of lieutenant commander and equivalent Marine 
Corps officers to continue on active duty in a rank higher than their 
present grade. Because of failure of selection to the next higher 
grade this latter group of officers would, for the most part, be retired 
in their present rank. 

This bill would authorize the establishment of continuation boards 
which would select for mandatory retirements before the normal 26 
and 30-year points those officers within the zones being considered with 
the least potential for further active service in the Navy or Marine 
Corps. Even with the vacancies created by these retirements, it can 
be anticipated that only one out of four of the present lieutenant 
commanders could be expected to be selected eventually to the grade of 
captain and one out of two to the grade of commander. 


EsseNTIAL OBJECTIVES OF THE LEGISLATION 


A. To meet future Navy and Marine Corps personnel needs for 
experienced officers in senior grades 

Without legislative relief three-fourths of all Regular officers in 
the Navy and Marine Corps commissioned in World War II will be 
forced into premature retirement. This legislation is intended to 
permit the retention of at least half of this group of officers for longer 
careers. It is the position of the Navy that unless a greater number 
of the experienced World War II group are given the opportunity by 
promotion to serve in either the grade of commander or captain, the 
group of officers most qualified to constitute these two . in the 
years ahead will not be available in essential numbers. 

In other words, in the 10-year period ahead, without legislative 
relief, both of the major categories affected by this bill would be lost 
for further service in the Navy, the senior officers who would be 
retired prior to the normal points, and the young officers who would 
be retained in greater numbers. The senior captains and commanders 
would complete their normal periods of service and be retired from 
one to six years earlier. In the meantime, while these senior officers 
were completing their normal periods of service, the younger officers 
in the hump would be mandatorily retired because of the failure of 
selection to the next higher grade. This failure would result, of 
course, because of the lack of vacancies. 
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As indicated above, the legislative relief will permit the younger 
groups to be retained in greater numbers by creating additional 
vacancies. 


B. To avoid excessive acewmulation on active duty of commanders who 
have twice failed of selection to captain 


(1) Importance of commander grade 


It is significant that the grade of commander is the grade in the 
Navy which has the most direct contact with both junior officers and 
enlisted personnel. The positions held by officers in this grade place 
immense responsibility for the training and instruction of personnel 
upon them. Examples of commander billets are command of de- 
stroyers, submarines, aviation squadrons, executive officers on all types 
of large naval vessels, executive officers on air stations and naval 
operating bases, operations officers on large naval craft, and shore 
positions of corresponding responsibility. 

(2) Results without legislative relief 


In the absence of legislative relief the Navy would be confronted 
with a serious personnel problem over the next 10-year period with 
respect to the grade of commander. In this grade, out of the total 
officers serving in this rank the percentage who have been or would be 
twice failed of selection to captain, yet continued on active duty, 
would range between 40 to 60 percent, depending on the particular 
year. These officers would receive their second failure between the 
19th and 22d year and continue until the completion of 26 years, unless 
voluntarily retired. 'Three-fourths, or about 3,800 of the present com- 
manders, will in the absence of relief, eventually fall in the twice- 
failed status. 

The past experience of the Navy indicates that limited numbers of 
officers in this twice-failed status can be effectively utilized. In the 
numbers described above, an intolerable condition is presented 
in the grade of commander. It can be reasonably expected that officers 
who are twice failed lose a considerable measure of self confidence. 
In addition, both their seniors and juniors are aware of their status 
and loss of prestige diminishes their capacity for personal leadership 
in these key assignments. The fact that such officers would constitute 
the senior portions of the grade inevitably would further aggravate 
the assignment of such large numbers. This acute problem is some- 
what peculiar to the military personnel system which for many years 
has operated on the premise of either selection for advancement or 
separation within a relatively short period. 

The chart set forth below indicates the number of commanders who 
will be on active duty during the years indicated, together with the 
proportion of these officers who would be in a twice-failed status. The 
increasing percentage of twice-failed officers indicates the severity 
of the problem without legislative relief. 
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Accumulation of commanders in the unrestricted line of the Navy in twice-failed status 


Estimated Estimated 
total num- total twice | Percentage 
ber of USN failed of of total 


Beginning of fiscal year commanders selection USN twice 
on active USN com- failed of 
duty be- manders selection 


ginning beginning 
fiscal year fiscal year 





NOOR mink desoalitbdecidsinnbsneunitiohistiebbndictetbignhsbibis 4, 438 671 


15.1 
Be ccncdennnrdepstneciceadessansdsgipbanka igi Cisetbedinee 4, 405 1,064 24.2 
WOR ccccscownwccnccnscecucstuececcessceucocucspouescucswuucess 4, 401 1, 500 34.1 
OCR ccentanndnanscoecsdininscninsesesocansonnupuaentenengibestt 4, 464 1, 930 43.2 
Di iemcntncetcbeassennccodegsucigescananuependgaa_enpponnaegde 4, 753 2, 247 47.2 
MGS ny nncnnnnnsccnnpennecdbnridvesidecnnaanndabadbnbsbininoe 4, 723 2, 699 57.1 
Ti wchdénsend:nateinedisnandnnaneecesiitmanmiiaametaddieiali 4,472 2, 712 60.6 
WOOT san ncncnccdcaccutedusadeacdsvacsccnddiecmsddemanbaheenbous 4, 490 2, 687 59.8 
OOD, . crcinnnenetinintiminntnndtin nb atenmmnammuanoneudanemnp menage 4, 471 2, 511 56.1 


(3) Relief with legislation 

This legislation will operate to prevent the excessive accumulation 
of such twice-failed officers by permitting the selective retirement of 
commanders after they have been twice failed. The prospective prob- 
lem of excessive accumulations of twice-failed officers is peculiar to 
those in the hump groups. This problem would not be expected to 
continue beyond the temporary period of the legislation. 

In addition to providing for selective retirement the bill will also 
have the effect of. reducing the number of twice-failed commanders 


since promotion opportunity will be increased for selections to the 
grade of captain. 


C. Promotion opportunities for officers in the hump 


The effect of this bill would be to cause the early retirement of 
selected senior officers in order to permit the further progress of the 
best of the officers junior to them. The Department of the Navy 
considers that while unfortunate in its individual effects, the passage 
of this legislation will achieve, in view of all the circumstances, a 
reasonable balance of equities between groups involved. 

The hump has resulted from the policy of maintaining after World 
War II a peacetime Navy requiring a Regular officer corps nearly 
two and one-half times as lees as existing prior to and during World 
War II. The only source for this postwar buildup was the non- 
Regular officers commissioned during World War II. The necessity 
for using this source caused the creation of the hump. The Korean 
emergency followed by a further buildup did not permit the normal 
operation of the permanent promotion provisions which presumed a 
promotion slowdown and certain forced attrition at the various pro- 
motion points. The hump therefore remains, with the officers now 
serving in the higher grades of lieutenant commander and com- 
mander. The buildup mentioned above has also resulted in accelerated 
promotion and little attrition being assessed against the present cap- 
tains and senior commanders. As a result, those in the senior year 
groups have reached their present rank in far greater numbers than 
contemplated under morta) operation of the Officer Personnel Act. 
In contrast the hump groups, without relief, will receive far less pro- 
motional opportunity than that contemplated by the normal opera- 
tion of law. The pending legislation will result in a more equitable 
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opportunity for normal periods of service between the senior officers 
and the hump year groups. 


Discussion OF PROBLEM 


The Navy and Marine Corps problem necessitating this legislation 
has two separate elements: 

1. The Tieadiotiadia concentration of the Regular officers in 
the grade of lieutenant commander and commander in the Navy, and 
equivalent grades in the Marine Corps. This concentration is gen- 
erally referred to as the Regular hump. 

2. The second element is the distribution of officers, meaning the 
desired number which should be serving in the rank of commander or 
captain. Within this relatively fixed requirement the flow into this 
grade is determined by the number who are either retired or advanced 
to a higher rank. This legislation is urged because of the need for 
additional vacancies which will result in a flow to the grades of com- 
mander and captain more proportionate to the number of officers in 
the Navy and Marine Corpshump. In contrast, the present provisions 
of law will not permit the needed infusion of younger officers into the 
grades of commander and captain. 


RELEVANT Points oF THE Navy Promotion System 


Discussed below are certain basic elements of the Navy promotion 
system and the relationship of their operation to this legislation. 
he Navy regular promotion system consists essentially of three sepa- 


rate elements. 
(a) Grade distribution 


The regular promotion law provides for a fixed percentage of officers 
in each grade based upon the total number of officers on active duty. 
These are: 

Percent 
Rear admirals and above 
Captains 
Commanders 
Lieutenant commanders 
Lieutenants 


Promotions can be made only within the vacancies existing within 
these fixed percentages for permanent promotion. (Vacancies for 
temporary promotion are based upon sliding scale percentages ob- 
tained through interpolation in the OGLA table in section 5442, 
title 10, United States Code. The percentages vary with unrestricted 
line strength.) It might be observed that vacancies may result from 
one of several reasons, such as the lack of numbers within the fixed 
percentage or from removals from the active list because of so-called 
normal attrition (resignations, deaths, voluntary retirement, etc.) 
or forced retirement. 

The fixed percentages above relate only to the unrestricted line of 
the regular Navy. There are two other broad categories of regular 
Navy officers—the restricted line and the various staff corps. The 
restricted line is subject to fixed statutory limitations but of a slightly 
different nature. The staff corps are not subject to any statutory 
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limitations on fixed percentages or vacancies except for flag rank. In 
general the running-mate principle operates, however, to limit the 
number of staff corps officers who are selected for promotion to the 
various grades. 


(6) Promotion by selection board 


Promotions to these vacancies are required by law to be under the 
best-fitted system. This always requires that the number of vacan- 
cies be less than the number of officers competing for promotion. 


(c) Eliminations from the active list 


Officers who twice failed of selection to the next higher grade are 
eliminated from the service as follows: 

(1) Lieutenants junior grade and lieutenants who have twice 
failed to the next higher grade are eliminated with severance pay 
from active service. 

(2) Officers in the grade of lieutenant commander, commander, 
and captain who are twice failed to the next higher grade are not 
immediately eliminated from the service but are retained for the 
completion of certain prescribed periods. These periods are 20 
years for the twice-failed lieutenant commander; 26 years for 
commander ; and 30 years for captain. 


RELATIONSHIP OF THE SysteEM TO TuHis Bri 


(a) Period of service before retirement of commander and captain 
One of the main problems oe this legislation is the relatively 


long periods which have been served in the grade for commanders 
who have twice failed of selection to captain, and for captains after 
their initial selection. Since 1949, commanders have been twice failed 
to captain at about their 19th year with the result that the officers con- 
cerned remain on active duty until they have completed 26 years of 
service. On the other hand, commanders have been selected to the 
zrade of captain since 1949 at 18th to 19th year with the result that 
thay remain in active service until the completion of 30 years. The 
relatively small number of retirements among the twice-failed com- 
manders and the officers in the grade of captain is the primary cause 
of lack of vacancies available for the officers junior to these groups. 
Their relatively long service in these grades is due (a) to promotion 
at a considerably earlier point in service than was contemplated by 
the act; and (b) a higher percentage of selection for the entire groups 
than was contemplated. 


Sratutory Promorion REQUIREMENT 


Before a naval officer can be promoted under the Officer Personnel 
Act, he must complete the following periods of service in the indi- 
cated grades before promotion to the next higher grade: 


Lieutenant (junior grade) 
Lieutenant 

Lieutenant commander 
Commander 

Captain 
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The Officer Personnel Act further sets forth as a guide, certain 
normal periods of service in which the officers should serve before 
permanent promotion. 


Years in Total Years 
Rank Grade Service 
Lieutenant (junior grade) ~...--.--_-___--.--__. 3 6 
Benen ee ee ee ae ee ee 6 12 
Rishi? SeGRNAOR U5 atic dniidcescimnatonsin 6 18 
I ia ar 7 25 
OEII 2 oicna dn tor casi a esanesdeammainaierdaaaamumniiaias 5 30 


It should be emphasized that the only statutory requirement is the 
minimum periods of service. The normal periods are merely a guide 
and are not a legal requirement. Furthermore, the law does not limit 
the number who may be promoted to the higher grade except insofar 
as the vacancies are limited by the fixed percentages. As indicated 
above, the commanders and captains who would be involuntaril 
retired under this legislation have been members of year groups whic 
have been promoted earlier and in far greater numbers than con- 
templated under the law. 





DESCRIPTION OF THE Navy Hump 


The hump in the Navy consists of the Regular officers who were 
commissioned during World War II. For discussion purposes they 
should be divided into two groups: 

(1) The unrestricted line. 

(2) The smaller groups consisting of the restricted line and the 
various staff corps. 


The hump in the unrestricted line 


For the unrestricted line in the Navy and the Marine Corps the 
hump consists of an undue concentration of officers in particular 
grades and years of service. In the Navy the hump consists of about 
$,000 officers, or one-third of the corps, and in the Marine Corps 3,069, 
or about 38 percent of the total Regular corps. These were the officers 
originally commissioned during World War II who for the most 
part saw extensive action both during the years following their com- 
mission and during the Korean emergency. 

Under normal conditions these officers would be spread over 11- 
year groups of about equal size and therefore be successively con- 
sidered for promotion and subject to retirement by year groups over 
an 11-year period. Consequently the majority of these officers would 
attain a normal 26- to 30-year career, depending on the grade 
achieved. Instead, these officers are nearly contemporaries. They 
ure concentrated into four oversized year groups. Asa result of this 
concentration and without the vacancies created by this legislation 
the majority of these officers will be involuntarily retired with 20 
years of commissioned service. 


Navy hump for the restricted line and staff corps 


A hump similar to that of the unrestricted line exists in the re- 
stricted line and the various staff corps of the Navy. As in the case 
of the unrestricted line the hump consists of those officers originally 
commissioned in World War II and who are now in the grade of lieu- 
tenant commander and commander. Based on the needs of the Navy 
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the departmental position is that the hump problem for officers in 
these categories (with the exception of eons in the healing arts 
groups) should be dealt with in the same manner proposed for the 
unrestricted line. 

Existing statutory provisions require that officers in the restricted 
line and staff corps have at least the same proportionate o = 
tunity for promotion as their contemporaries in the uoudeiaal ine. 
The increased opportunity for unrestricted line officers produced by 
this legislation, therefore, will increase correspondingly the numbers 
of restricted line and staff corps officers who are promoted to the 
grades affected. Unless the elimination procedures of the legislation 
are applied to these groups there will be cumulative increases in the 
numbers of officers in the grades of captain and commander, far be- 
yond the possibility of appropriate utilization. The Navy points out 
that in terms of actual professional development of future leadership, 
the need for this legislation is fully as acute in the restricted line and 
staff corps as in the unrestricted line, because the distribution of expe- 
rience and age in the several groups is generally similar. 


DesirED DisTRIBUTION FOR THE GRADES 


Based on billet requirements the Navy desires that the number of 
officers in the unrestricted line who will be serving in the grade of 
commander and captain in the immediate years ahead be about the 
same as the present number. In the grade of captain in the un- 
restricted line there will be a requirement of about 2,020 officers and 
in the grade of commander about 5,055. 

The Marine Corps anticipates that there will be a requirement 
for about 580 unrestricted colonels and about 1,227 unrestricted 
lieutenant colonels. 

The problem therefore is how to provide a reasonable promotion 
flow, in the years ahead, of this hump concentration through the grade 
distribution of commander and captain. The aim of such a flow is to 
provide these grades with sufficient numbers of officers of the proper 
age and experience. 


RESULTS IN THE ABSENCE OF LEGISLATION 


Without the legislative relief of this bill there would be only 2,000 
estimated vacancies in the Navy in the grade of captain over the next 
10 years. The 8,000 officers in the Navy hump in the grades of com- 
mander and lieutenant commander would of course compete for these 
vacancies. After all of the elements of attrition are considered the 
following results would occur: 

(a) Out of the present lieutenant commanders in the hump group 
only 3 out of 10 could be selected to the grade of commander, with the 
resulting attrition rate of about 70 percent. 

(b) For selection of commanders to the grade of captain only one 
out of four could be selected, with an attrition rate of about 74 percent. 

In the Marine Corps without legislative relief there would be only 
about 435 vacancies during the next 5 years for the grade of lieutenant 
colonel. About 1,940 Regular majors would compete for these vacan- 
cies. The result would be that only one out of four of these majors 


59004°—59 SS. Rept., 86-1, vol. 4 58 
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could be selected to the grade of lieutenant colonel, with the resulting 
attrition rate of about 75 percent. 

Further, in the Marine Corps in the next 10-year period there will 
be only 580 vacancies in the grade of colonel, a total of about 3,000 
Regular officers in the grade of lieutenant colonel and major would 
compete for these offices. 

Because of the extremely high rate of promotion failures, the officers 
not advanced would be retired in their present grade. The large num- 
ber of officers who would be retired are set forth under the heading 
“Comparative Retirement Results.” 


Increased selection rates with legislative relief 


Instead of the unacceptable attrition rates indicated above, the 
additional vacancies made possible by this legislation would permit 
more reasonable selection opportunities. 


(1) In the unrestricted line of the Navy for selection to the grade 
of captain there would be a selection rate of between 45 and 50 per- 
cent as compared to 25 percent which would be the result without 
legislative relief. 


(2) In the Navy unrestricted line to the grade of commander, there 
would be a selection rate of about 60 percent over the next 5-year 
period as compared to 30 percent which would result in the absence of 
legislative relief. 

For the Regular Navy restricted line and staff groups the selection 
opportunity will be roughly the same as that which will occur in the 
unrestricted line. In no event will the opportunity be less. The per- 
centage may be greater in particular restricted line or staff categories 
due to the small size of the year groups involved. The exact number 
of selections for each category by fiscal year cannot be set forth due 
to the varying sizes of the year groups involved. 

Even with these improved selection rates, these groups will still 
be confronted with an attrition exceeded only by the selection rates 
in the Navy prior to World War II, when only 50 percent could 
expect to reach the grade of commander. 

Set forth below are the promotion plans to the grade of commander 
in the unrestricted line of the Navy, setting forth, among other things, 
the anticipated selection rates in the event the legislation is enacted. 
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Cuart I (Navy) 


Promotion plan summary to the grade of captain (unrestricted line) 














OD FOG BO iiinccnectbatsseccindvakstiwaccunedestaaisencnh | 1959 1960 | 1961 1962 1963 | 1964 
‘oe cA. lL ta kt 
(0) Year group.....---.--eee-ccecene--ceenceeeceeeeeneeenene| 40-2. 41 | 42-1 | 42-2 | 42-3 | 43-1] 49-2 
(c) Years service total (at selection point) ...... sdbtetdawaing 18-19 | 18 19; 2); Ww 21 
(d) Years of service in fiscal year actually promoted.......... 19-20 19 20 a1. a 22 
ap eR SE SEE n cntnmenadenganntbaanaedtnankel 8-9 &-9 7-8 | 7-8 | 8 7 
(f) Overall selection opportunity...........--.----- percent... 145.7 | 41.8 | 41.6 | 39.5 | 38.4) 40.0 
(g) USN selection (predicted) . .....................--- Cini 146.5 | 245 | 245) 245 | 245 245 
(h) USNR selection (predicted) -....................... do.... 118.8 | 210} 210} 210) 210 210 
(i) USNT selection (predicted) ........................ a 10 0 0 0 0 0 
eR AMET WE UNIE, cs aha ccnuisasnondscaodgsascdsbuanodenieest 1707 | 647 | 638 | 628] 616 72 
eT I citcnnntnieuinaunhitndivendiuiamiana 1 357 17 257 | 230 53 256 
GD Geb s ochicteobccdanktnceninecoussasnadaientiadede 1350 630 381 398 563 316 
Oe Wier tidied i ae 116| 47| 48] 39| 7 44 
ee Ee Oe Be OOS ooo ockncenattbadenncscdetetdiaawiabans 14 3 4 50 26 26 
Gia) Total Pentioted SGCUOME. « ccncocicccccncdutssnsdabdscces 1332 | 201 | 287 | 283 | 277 257 

1 Actual. 


3 Predicted maximum, 


Note. The 45 percent opportunity for the Regulars is contingent upon enactment of H.R. 4413. Without 
this legislation, the maximum opportunity for the USN Regulars to make the grade of captain will be about 
25 percent. 


Cuart II 


Promotion plan summary to commander (unrestricted line) 





OD. RE FOR ao ccctciiccsccccuccisttnuinnintiiipbieniiiiieinl | 1960 | 1961 | 1962 | 1963 | 1964 
OP ROE CBO. ise cnietehscnenapgecbeueesaconmetasennasuagedaien las 3, 45-1 | 45.2 46 47 48 
Se RANE BEEVIUS DOGNEa < cndinccntcedesdnancteuucstodscudaaebebdbe 15-16 16 16 16 16 
(d) Years of total service in fiscal year actually promoted. -_-_...... 16-17 17 17 17 17 
o TE SEE Oe Oe BI hak cconedcnactainaninadhunendimsnmaon 4544) 45 5 5 5 
f) Overall selection opportunity........................ percent... 43.5 | 47.1 | 48.3) 55.3] 48.7 
Bf OO  —Eaa ee 160 160 | 160] 160 160 
(h) USNR selection (predicted) ............................ a 110 110] '10/] '10 110 
(4) USNT selection (predicted) ..................-...-.-<-- Gina 110 110; 110] 110 110 
Bed ee ON GUID ...ccccckncndntsdcensemndinndiensoundénainaaeeaes 1, 022 919 | 787 717 555 
I, Di aS ccctasscinnissenivareitteiiimaeianiadil Miah 366 316 | 227 144 107 

CUNT UE vccccceeaccncsschenposcasscageaeaeee 656 603 | 560 | 573 448 
RB sO ~ age tte Sake Bere ies Be ed Da oe 195 138 | 114 34 80 
Re eS st Ss Sa 193 112 7 30 49 
ee ee Re aA ae ae 613 551 472 | 432 333 





1 Predicted maximum. 


Nore.—The 60 percent opportunity for the USN Regulars is contingent upon enactment of H.R. 4413. 
Without this legislation, the maximum opportunity for the Regulars to make the grade of commander 
will be about 30 percent. 
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Cuart III.—Promotion plan summary to grade of colonel (Marine Corps) 


Total commissioned service... 
Time in grade 

Percent opportunity 
Predicted vacancies 


Year group 3, . 43, 44, 45 44, 45. 46 
Total commissioned service--. / 17/18/19 17/18/19 
7.5 0 


Percent opportunity 7 1 70 70 
Predicted vacancies @ 302 @ 156 


1Zone of consideration. 
NuMBER oF ADDITIONAL VACANCIES CREATED BY THE LEGISLATION 


The effect of this legislation over the next 10-year period would 
create the following additional vacancies: 


NAVY 


For the Navy the bill if enacted in fiscal year 1960 would permit 
in the unrestricted line a total of 2,070 additional vacancies as follows: 
7'o captain 


For those already on the promotion list 118 

For those now in the grade of commander 624 

For those now in the grade of lieutenant commander who ulti- 
mately can anticipate selection for captain 


To commander 


The number of officers who could be promoted to the grade of 
commander would be 


For the Marine Corps for the next 10 years the legislation would 
provide the following additional vacancies: 


The additional vacancies in the Marine Corps would be used to 
promote lieutenant colonels to colonel with a 60 percent opportunity 
and majors to lieutenant colonel with an overall 70 percent opportunity. 
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CoMPARATIVE RETIREMENT ReEsvtts 


It is significant to note the following comparative retirement results 
with respect to this legislation : 

(1) With respect to the 10-year period of the present plan, the total 
number of retirements in the Navy and Marine Corps will be some- 
what less (by about 1,200) with the legislative relief than would occur 
in the absence of the enactment of this bill. As the following chart 
indicates, without the legislation, there will be about 11,973 officers 
retired; with the legislation, there will be 10,741. (The figures for 
those retiring in flag rank as well as those in grades below lieutenant 
commander are not included in these computations. These compara- 
tively small totals are not affected either with or without this legis- 
lation and are therefore excluded. ) 

(2) The proportions of those retiring within the three affected 
ranks will differ considerably. With the legislation, a greater number 
of officers in the grade of commander or captain, or equivalent, will 
be retired due to the authority of the bill. 

At the same time considerably fewer of the officers in the grade of 
lieutenant commander or equivalent will be retired after 20 years of 
service in their early forties if the legislative relief is enacted. In 
other words, without relief, about two-thirds of the officers in the 
—- will be retired in their present grades without having had a rea- 
— le promotion opportunity commensurate with experience and 
ability. 

The ee chart indicates the number of retirements in particu- 
lar grades which would occur either with or without legislative relief 
over the next 10-year period: 


Number of Navy and Marine Corps retirements contemplated from July 1, 1960, to 
July 1, 1970 


Without legislation (H.R. 4413) | With legislation (H.R. 4413) 















































Lieu- Lieu- 
Cap- | Com- | tenant | Total | Cap- | Com- | tenant | Total 
tain mander| Com- tain |mander| Com- 
ene jmander 
Navy: Unrestricted line ...........- 1, 436 2, 962 3,530 | 7,928 2,060] 2,356) 2,641 7, 057 
Navy: Restricted line and staff 
ic a ok ea 437 783 1, 264 2, 484 761 690 808 2, 259 
Marine Corps: Equivalent grades... 135 | 68 | 1,348 1, 551 259 466 700 1, 425 
TE wiscminenandintibiaiaal 2, 008 3, 813 | 6, 142 11, 963 | 3,080 | 3,512 | 4, 149 10, 741 
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SIGNIFICANT FEATURES OF THE BILL 


The scope of this legislation is limited to certain Regular officers 
in the Navy and Marine Corps in the grade of captain or colonel or 
commander or lieutenant colonel who will be eligible for retirement 
with at least 20 years of service. The bill establishes noncontinuation 
boards to selectively retire these officers prioer to the present statutory 
retirement points of 26 years for commanders or lieutenant colonels, 
and 30 years for those in the grade of captain or colonel. The exact 
categories of affected officers are as follows: 


Officers in the grade of captain or colonel who have either twice failed 
of selection or who will have completed 5 years in grade 

The bill provides that continuation boards may select for non- 
continuation officers in the grade of captain in the Navy or colonel in 
the Marine Corps who have either twice failed of selection or who will 
have completed 5 years in grade by the time of retirement for non- 
continuation on active duty. 

The plans for the Navy call for placing within the noncontinuation 
zones those officers who will have completed the 5 years in grade. 
Use of the twice-failed provision in the grade of captain would be 
insufficient to create vacancies in the Navy since as a technical matter 
officers are not twice failed of selection to flag rank until the com- 
pletion of the 30 years. 

The Marine Corps, on the other hand, plans to establish noncon- 
tinuation zones only for officers who have twice failed of selection for 
brigadier general in the Marine Corps which is about the 24th year. 


Officers in the grade of commander or lieutenant colonel 


The bill provides that officers in the grade of commander or lieu- 
tenant colonel who have twice failed of selection to captain or colonel 
may be subject to noncontinuation and retirement or continuation on 
active duty prior to the 26-year point. 


Use of noncontinuation authority 


The purpose of the noncontinuation boards would be to select for 
retention on further active service only the most qualified of the offi- 
cers and to select for retirement those officers who under all circum- 
stances do not measure up to those who are retained. 


Navy 


The Navy plans that about 35 percent of the officers in the grade of 
captain in the scope of the Act would be selected for noncontinuation. 
In the grade of commander about 67 percent in this grade would be 
noncontinued in the first year of the operation of the statute and 
thereafter about 45 percent of this grade would be continued over the 
next fiscal years. The principal reason for the higher percentage in 
the first year is due to the fact that most of these officers have already 
been passed over more than two times. 

In the Marine Corps the percentage is somewhat higher of the 
officers who will be noncontinued and involuntarily retired. It should 
be pointed out, however, that the numbers in the year groups concerned 
are considerably less than similar groups in the Navy. 
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The charts below set forth by year group the numbers of officers 
in the Navy and Marine Corps who will be noncontinued in the grade 
of captain or colonel or commander or lieutenant colonel. 

It should be noted that the exact number of officers noncontinued 
in a particular year group may be greater or less than that set forth 
below. This result might occur because the continuation boards will 
consider in a given fiscal year all of the year groups for it on a best- 
fitted basis. It may be that the percentage noncontinued for a par- 
ticular year group will vary from the total percentage of noncon- 
tinued officers before each board. 


Navy 
Captain, noncontinuation summary 


Total com-/} All groups Unre- 
missioned percent stricted Total un- Grand 
Fiscal year Year group | service at noncon- line num- | restricted | All other total 
retirement tinued ber non- line 
continued 








1 Change in plan presented to House. Small portion of year group 1935 formerly considered in fiscal year 
1960 


2 If enacted in fiscal year 1960 noncontinuatlon vacancies from year group 1930 will be lost. 


Commander, noncontinuation summary 


Total com- All groups, | Unrestricted 
Fiscal year Year group missioned percent line number All other Grand vota 
service at | noncontinued} noncontinued| 
retirement 


41 and sen- 423 
ior to 35. 
42-1 
-| 42-2... 
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MaRINE Corps 


Colonel, noncontinuation summary 
End of fiscal year 


Total com- Percent 
Year group missioned of non- 
service at 


Number 
continued 
retirement 


of non- Total per 
continued fiscal year 


zone will be retired. 


80 percent of each yexr group will not necessarily be retired. The 80 percent total for each continuation 
the board continuation selections for the entire zone. 
3 All officers retired will have twice failed of selection, 


The pevcentage for each year group within the zone might vary depending upon 
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MARINE Corps 


Lieutenant colonel, noncontinuation summary 








Total com- Percent Number 
End of fiscal year Year group | missioned of non- of non- Total per 
service at continued continued fiscal year 
retirement 
TED vcd tcncnn<qccabianninctaenddtcsctnsiibeess addcetetinns ees Cot Vieéecdeeneioncs 
FORD. cacqpcusccqcecnmtcscesesene 36 24 100 7 66 
37 TD. Vecvicnnsceccisigplaadacnnce © Lijaksdadighivce 
38 Et ldncntétbbeniawes Otidpectaupetapes 
39 Sh) Cikacciccbatatininine it Rccdecaseadeocss 
40 Se Panidateccctetenshos cn BO Dihasdsdidicwas 
iliixtinsnandciaesehunnasataaietaad 41 20 100 56 56 
itn etabaseanchditaddaapecmapn 42 20 100 191 191 
BI ii Soca ccidegalstgh ened 42 ai 100 | 53 53 
WOR nb ccswstecnckscandsteasenbnd 42 22 100 25 53 
43 21 100 ) ) ee a 
Ri ieciiiis cas en 43 | 22 100 | 56 | 55 
UP te 43 | 23 100 | 43 | 48 
Maeda siececcbekcaken cc 43 | 24 100 37 57 
44 23 100 DP ikseieiteece 
UBT avesadisckcceslaiebesdoos | 44 | 2 | 100 | 53 53 
NGL oor tnbasmi cachet | 45 24 100 73 73 
OR ccttinnncdacnctumdniinens | i cm Prt sta are ont ae 705 








1 All officers retired will have twice failed of selection. 


Special provision relating to Marine Corps selections to lieutenant 
colonel 


The bill contains a special temporary provision which would remain 
in effect until December 1, 1964, relating to selection of Marine Corps 
majors to the grade of lieutenant colonel. Because of the undue con- 
centration of Marine Corps in the grade of major, this provision would 
permit the entire group to be considered over the temporary period 
without the establishment of the usual statutory “promotion zones.” 
In lieu of these zones the Secretary of the Navy would authorize 
“zones of consideration.” 

The effect of suspending the operation of the “promotion zone” 
system would be that the officers not selected for promotion would not 
have technically failed of selection to the higher grade. By not tech- 
nically twice failing these officers for promotion, they would remain 
available for selection to the grades of lieutenant colonel at any time 
during the temporary period. Moreover, it would permit the most 
highly qualified of the groups to be selected from the entire zone. 

In the absence of this special provision one unavoidable effect would 
be that a much greater number of majors would be twice failed of 
selection and mandatorily retired after 20 years of service. 


Exclusion of the Medical Corps and related corps from noncontinua- 
tion authority 

_ The House added an amendment which excludes from the noncon- 

tinuation authority of this legislation naval officers in the Medical 

Corps, Dental Corps, Medical Service Corps, and Nurses Corps. The 
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reason for this exclusion is the general scarcity of personnel in these 
categories and the respective need for their services on active duty, 
as evidenced among other things by the recent continuation of the 
doctor draft authority. 


PosststE ALTERNATIVES FOR MEETING THE Hump PropieM 


The information heretofore set forth indicates that the best interests 
of the Navy would be served dealing with the Navy hump problem 
by this proposed legislative authority and its implementation. In 
effect, this bill authorizes that certain selected senior groups be retired 
— to their normal retirement points in order that the younger 
1ump Officers serve for longer periods in the Navy and Marine Corps 
and in higher grades than would otherwise be possible. 

The Navy seriously examined, but found inadequate, three possible 
alternatives : 


(1) Reduced promotion opportunity 


The first alternative would be to seek no legislative relief, but to 
select only for the limited number of vacancies which would occur 
over the next 10-year period in the grades of commander and captain. 
In view of the large number of officers in the hump years who would 
be competing for these vacancies, there would result such extremely 
high attrition rates that only 25 percent of the officers in the grade 
of lieutenant commander or major could be selected to the next 
higher grade. In effect, about 75 percent of the best officers in the 
grade of lieutenant commander and major would be retired in their 
present grade at the completion of 20 years of service. The result of 
such a promotion plan would operate to make most of the hump-year 
group officers unavailable to the Navy for further service beyond 
the 20-year point. 

This alternative presumes that those competing for the grades of 
commander and captain would enter the promotion zones after the 
same periods of service that now are planned by the Navy. Promo- 
tion to the grade of commander for the next 5-year period will be 
at the 16th year of service. To the grade of captain over the next 
5-year period there will be a fixed schedule for promotion to this 
grade ranging from the 19th year at present to the 21st year by 1964. 
The Marine Corps plans included retardation of promotion flow not 
beyond Officer Personnel Act normals—18 years to lieutenant colonel 
and 24 years to colonel—and maintaining equality of opportunity. 


(2) Promotion delay 


An alternative approach would be to bring officers in promotion 
zones only in the numbers needed to fill estimated normal vacancies, 
allowing for a reasonable percentage of nonselection. The officers 
coming into the zone year by year would be progressively later in 
terms of age and total years of experience. Behind them, officers 
would be serving longer and longer periods in current grade. _ 

This method would not solve the problem. Without additional 
vacancies this method will in no way decrease the forced attrition 
required except for the minor losses that would occur from death 
and voluntary retirement within these groups on the active list. It 
will only serve to postpone it. 





~~ 


V2 et ee 


oe 


ae Sree GO ert OS mee OUOMUCUY 


sv 


De WD 


— 


l 


tr 


OPPORTUNITY FOR PROMOTION FOR CERTAIN NAVAL OFFICERS 2] 


Adherence to this method until the “hump” had been absorbed 
ultimately would delay the selection of officers to the grade of captain 
or re in their 28th year of service and the selection of officers to 
the grade of commander or lieutenant colonel in their 23d year of 
service. Officers selected at these points would reach the normal 30- 
year retirement point without ever having become eligible for selec- 
tion to flag rank, even through they include some of the best combat- 
experienced officers. The officers junior to the hump also would have 
been delayed and would be serving far more than the normal Officer 
Personnel Act periods of service in the lower grades, because officers 
ahead of them would have been neither promoted nor retired at the 
times contemplated in the law. The senior grades would be restricted 
to officers nearing retirement, while the incentive for younger officers 
would be destroyed. 

If, to avoid an unacceptable static condition in the senior grades, 
the process were continued only until the selection points approached 
the normal retirement points of commanders and lieutenant colonels 
and lieutenant commanders and majors, the “hump” officers remaining 
in those grades would be due for consideration in one, or, at most, 
two years. They would absorb all of the remaining attrition imposed 
by the numerical limits of the overall problem—an almost complete 
elimination of the officers who were commissioned in the latter half of 
World War II. 

In short, the use of this method, either on a complete or partial 
basis, would neither develop nor properly use the present resources 
of combat-experienced officers and would spread the consequences 
of the problem to younger officers. 


(3) Increased additional number of officers in higher grades 


The third alternative would be to seek additional legislative authori- 
zation increasing the number of officers who may serve on active duty 
in the grade of commander and captain. Such a procedure would 
of course serve to create additional vacancies to which the hump-year 
groups could be promoted. The Department of the Navy has indi- 
cated that the present personnel ceilings for these grades are ample 
to meet the needs of the Navy and Marine Corps. Increasing these 
numbers would mean promotions would be made solely for the sake 
of promotions, and not for the military need for more officers in those 
grades. The increased cost could not be justified. Further, the 
prestige attached to grades of commander, lieutenant colonel, and 
above would be diminished by the assignment of officers in those grades 
to duties normally performed by officers of lower rank. 

An increase in the authorizations would cause the following excess 
billets in excess of requirements: 

Over the next few years, in order to maintain the flow of promotion 
and attrition contemplated by the Officer Personnel Act, the Navy 
would need in the peak years about 2,420 additional vacancies for 
captain in the unrestricted line (more than double the present antici- 
pated requirement of 2,020 billets for this grade) ; an additional 900 
in the grade of commander; and for the Marine Corps an additional 
675 for the grade of colonel and 1,050 for lieutenant colonel. 

In terms of additional cost in the peak year, it is estimated that 
additional appropriations for military pay and allowances would be 
about $63,430,000. This is only 1 year’s cost alone, and is exclusive 
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of special pay. Over the 10-year period it is estimated that the total 
additional cost for all grades would be approximately $400,000,000. 
The Navy has indicated that this cost would be to pay for the number 
of billets which were in excess of requirements. 


BackGrounp INFORMATION 


In view of the mandatory retirement action which will result to 
certain portions of the present captains and senior commanders, the 
following background information is significant with respect to the 
promotior outlook which these groups could expect when they enter 
the Navy as compared to the promotions actually received. 


Promotion prospects under laws in effect when the hump officers and 
senior year groups subject to noncontinuation entered the Navy 

In the grade of captain the year groups which will be subject to 
noncontinuation within the period of the problem will be year 
groups 1930 through 1943. In the grade of commander the year 
groups which will be effected by virtue of having been passed over 
twice will be year groups 1935 through 1945. 

The promotion laws in effect when these groups entered the Navy 
clearly provided for attrition rates far in excess of that which has been 
experienced by the officers who will be subject to noncontinuation. 

he promotion laws in effect prior to the enactment of the Officer 
Personnel Act of 1947 provided the following promotion prospects 
for those entering the Navy. Out of 100 entering ensigns their pro- 
motion chances were as follows: 95 out of 100 would become lieuten- 
ants; 67 would become lieutenant commanders; 40 would become com- 
manders; and 22 would become captains. 

The above promotional opportunities were based upon the provisions 
of the Navy promotion laws enacted in 1938. An even less opportu- 
nity existed under the provisions in effect prior to the passage of the 
1938 legislation. The year groups 1930 through 1937 could therefore 
anticipate a somewhat less promotional opportunity. 

The 1938 provisions and rules which might be noted here applied to 
all of those groups in the hump commissioned after 1938. 
Retirement provisions of 1938 law 

It is interesting to note that under the 1938 rules officers in the rank 
of commander and above who were twice failed of selection would 
have been retired after 20 years of active service. Those who were 
twice failed in the lower ranks would have been discharged with 
severance pay. 

The information discussed above was contained in a booklet issued 
by the Department of the Navy in 1946, as part of the opportunities 
offered for applying for a Regular commission. 


Actual promotion experience 


The year groups 1930 through 1938 received promotion to the grade 
of captain vastly exceeding the promotional penny which these 
people could anticipate when they entered the service. No forced 


attrition whatsoever was required of these year groups in promotion to 
the grade of commander and of those who attained the grade of com- 
mander the maximum attrition applied to these year groups on promo- 
tion to captain was 16.2 percent. Commencing with the year group 
1939 promotional attrition began to be applied in steadily increasing 
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severity, both in promotion to the grade of commander and subsequent 
promotion to the grade of captain. Thus while year group 1939 
suffered only a promotional attrition of 2 percent to the grade of com- 
mander, it subsequently suffered a promotional attrition of 31.9 per- 
cent to the grade of captain, an double that of the preceding year 
group 1938. Year group 1941, the last year group to reach the grade of 
captain, suffered a 10 percent promotional attrition to the grade of 
commander and a subsequent promotional attrition of 48.5 percent 
to the grade of captain. 

In the grade of commander although some promotional attrition has 
been applied to the year groups 1939 through 1943 it will be noted 
it was not very severe. However, commencing with the year group 
1944 an extremely heavy attrition of 47.8 percent was applied. Thus 
the initial promotional opportunity for the class of 1944 was only 
52.2 percent to the grade of commander. This percentage may be 
increased somewhat for this year group for certain members which 
may be picked up by the next selection board. Therefore, as the table 
below indicates, the year groups concerned enjoyed a much greater 
promotional opportunity than they could have reasonably expected 
under the normal operation of the laws in effect at the time they 
entered the Navy. 

The charts below indicate the final selection opportunity for the year 
groups concerned in the Navy and Marine Corps. 





Cuart A 
Navy 
[Percent] 
Year group To captain To com- Year group To captain To com- 
mander mander 

Ds ddcbtiiodsennennt 99. 5 @) Di lccssihisichinnaeintaapancichs 83.8 () 
Win: shattinicteiabbahintedait 99.0 () Wadd te dectelenenick 68.1 98.0 
STS a ante huaniensilne 96. 2 () SS a es 48.3 94.0 
Bi iisicsthihicesielasel laine 96. 0 0) sa sradamnpeeinaaeemtl 41.2 90.0 
Pes 93.0 (1) i edited cadences Retidipnabib antag 85.1 
Sid innssliheiten catiatatiemaiits 91.7 (@) istic ch asesiasnaiittpdiadaienascnnansielinatiaateacatatubaniasd 784.3 
Titik ccmbioekuquiidaios 95.9 @) Wee Riwittninnncinbaietdbnounshubeees 1§2.2 
Seed dihpiistiiaimmanna 90.0 () 


1 No statistics available. Promotion by ALNAV—no less than 98 percent of officers were promoted to 
commander. 

? Total selections to date. 

* Represents selections made from portion of year group in zone to date. 


Cuart B 


Marine Corps—Final selection opportunity of year groups ' to grades indicated 


(Percent) 
Year group | To colonel | To lieuten | To major Year group | To colonel | To lieuten-| To major 
ant colonel ant colonel 

a Bi icin matldienal a 66 a 
Pl iintisennes GF Ei cincihitaded boaieecbdiol Stee, 70 Ul Tedilidnaccese 
Pe nccitnnee |, ae ae a chredanankpcmniuatnis 91 96.0 
Mthirienae TE Uncupecherenepners npiateaiumerantia iisonnamamnicaaamncdiieg 70 89.0 
| RE OD Lis tinnkbsthanhihsb bites TOOR. cckepadkcidhipabsbuephbiuiadananibdeedl 82.0 
Gatti We Bid ici cackstelassadkadne rr ee ee 79.7 
__ Speen ib id ndtbedebcdoas PE iciincsdiné ishishicnnalpeniel thddibinhhmae 77.8 
i ninaiibdiend WO Ds cociedelevsttenil Reectichetestataiiiniadel I isdiiadeghinassllvestepenineednatiited inigteaiieniiaiahtel 80.1 
| eal RE Bo ededendicte ae oicamitedaaaeianee ilinccigatthinoednudieptacuntinainiaemauainemiogs 87.0 
WP isescsewse OF Linctndiebbocasdédadedeed 





Includes “A bove the zone” selections within year group totals. 
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Promotion attrition rates anticipated under the Officer Personnel 
Act of 1947 

Of additional significance are the promotion attrition rates antici- 
pated under the Officer Personnel Act of 1947. The following results 
would have occurred under the normal vperation of this legislation. 
Out of 100 ensigns commissioned, 74 could expect to reach the grade 
of lieutenant, 55 to the grade of lieutenant commander, 36 to the grade 
of commander, and 27 to the grade of captain. 


Precedents for revising promotion and retirement procedures 


For many years Congress has enacted legislation which has affected 
naval officers both in promotion prospects and the points at which they 
will be retired or otherwise terminated. These changes have always 
been enacted in order to meet the needs of the Navy based on changing 
times and conditions. Just as in the case of the pending legislation 
the objective in al] cases was the improvement and maintenance of 
effective Naval leadership. From an individual standpoint, all of 
these laws had a direct impact on the promotion prospects and retire- 
ment points of the officers then in the service. This impact was bene- 
ficial to some and disadvantageous to others. 

Examples of such legislation are as follows: 

(1) The act of 1899 which provided for the removal of officers 
in the senior grades in order to provide sufficient vacancies for 
a reasonable promotion flow; 

(2) The act of 1916 which abolished promotion by seniority, 
established for the first time a system of promotion based on 
selection to the grade of commander and above, and lowered the 
ages for retirement by setting specific age limits of 56 for captain, 
50 for commander, and 45 for lieutenant commander, if they 
have not been promoted. 

(3) The act of 1926 which provided for specified lengths of 
service—35 years for captain, 28 years for commander, and 21 for 
lieutenant commander for mandatory separation ; 

(4) The act of 1934 which extended the selection system to 
the lower grades of lieutenant commander, lieutenant, and lieu- 
tenant (junior grade) ; 

(5) The act of 1938 which abolished the age and specified 
length of service clauses provided in the 1926 act and provided 
that captains, commanders, and lieutenant commanders would be 
retired when they twice failed of selection for promotion if they 
served at least 20 years. 

(6) The Officer Personnel Act of 1947 which, among other 
things, somewhat revised the rules governing selection and re- 
verted to the philosophy of the 1926 act by reestablishing certain 
specific terms of service before officers in the grade of lieutenant 
commander, commander, and captain could be mandatorily re- 
tired. These limits were 30 years for captain, 26 years for com- 

mander, and 20 years for lieutenant commander. 

All of the legislation enumerated above affected the tenure of offi- 
cers then in the naval service. These acts provide ample precedent 
for the pending legislation which in effect will retire certain officers 
prior to the nor mal points of service provided under existing law in 
order to meet the needs of the Navy by providing for further service 
of more of the younger naval officers. 
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SECTIONAL ANALYSIS 
AUTHORITY TO ESTABLISH CONTINUATION BOARDS 


The various objectives of section 1 set forth the authority to convene 
boards to recommend for continuation on the active list captains and 
commanders in the Regular Navy and colonels and lieutenant colonels 
in the Regular Marine C orps. It prescribes the eligibility rules for 
consideration of such officers, and the time when oflicers not recom- 
mended for continuation shall retire. 


Secretarial authority to convene special boards or direct selection 
boards for the purpose of continuation 


Subsection (a) authorizes the Secretary of the Navy, when the needs 
of the service require, to convene selection boards, or to direct selec- 
tion boards convened to select officers for promotion, to recommend 
for continuation on the active list captains in the Regular Navy or 
colonels in the Regular Marine Corps who are serving in their fifth 
or later year in the grade of captain or colonel. This authority is 
permissive with respect to this category of Regular Navy captains 
or Marine Corps colonels. 

In addition, this subsection requires that the Secretary shall con- 
vene or direct boards to make such recommendations with respect to 
captains and commanders in the Regular Navy and colonels and lieu- 
tenant colonels of the Regular Marine Corps who have failed of selec- 
tion to the next higher grade two or more times and colonels desig- 
nated for supply duty who are in their 27th year of commissioned 
service. 

The language with respect to this latter group is mandatory and 
not permissive with respect to the Secretary. Except for the initial 
boards acting under this authority the Navy plans to direct that 
selection boards for the particular grade involved will also act as 
continuation boards for this same grade. 


Continuation boards for captains in the Medical Service Corps and 
Nurse Corps 

Subsection (b) prescribes the composition of a convened to 
consider captains in the Medical Service Corps and Nurse Corps. 
(Present law does not provide for such boards for promotion in these 
corps. ) 

It should be noted that for the duration of the doctor draft legis- 
lation this section would be suspended by other provisions of this bill. 
Moreover, the Navy indicates there is no present or prospective need 
for the authority contained in this subsection. 


Continuation boards for captains in their fifth or later year of service 
in grade 

Subsection (c) makes a captain in the Regular Navy or a colonel in 
the Regular Marine Corps eligible for consideration for continuation 
in his fifth or later year of service in grade. However, when such an 
officer has been considered and recommended for continuation he 
would not be considered again under any provision of the bill, and 
would continue on active duty to his normal retirement date (30 or 31 
years’ commissioned service, as prescribed for his category). 
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Order of consideration for noncontinuation 


Subsection (d) defines a continuation zone for certain categories. 
The intent of this section is to make certain that all of the Regular 
Navy captains or Marine Corps colonels on the lineal list who are 
subject to continuation will be considered for continuation by the 
proper boards. In other words, the officers will be considered in the 
order of their position on the lineal lists as these lists are considered. 

This subsection requires that the Secretary establish continuation 
zones when captains in the Regular Navy or colonels in the Regular 
Marine Corps are to be considered for continuation for each category 
of officers under consideration. (A category of officers is a group who 
under present law are considered separately for promotion.) Only 
eligible officers within the prescribed zone will be considered. Suc- 
cessive zones for each category must be consecutive on the lineal list, 
without omissions. The establishment of zones is intended to permit 
an orderly phasing of initial considerations. 


Continuation of Regular captains twice failed of selection 


Subsection (e) makes captains in the Regular Navy (except cap- 
tains in the Medical Corps and Dental Corps) and colonels in the 
Regular Marine Corps eligible for consideration for continuation on 
the active list when they have failed two or more times of selection 
for promotion to the next higher grade, unless they previously have 
been recommended for continuation (under (c), above). Because 
Navy captains will not have failed twice of selection for promotion 


until their 30th year, this section will not be applicable to them in 
practice. 


Marine Corps colonels designated for supply duty 


Subsection (f) makes colonels in the Regular Marine Corps who 
are designated for supply duty eligible for consideration for continua- 
tion on the active list in their 27th year of commissioned service if they 
have not been previously recommended for continuation (under ( (c) 
above), which authorizes their noncontinuation after 5 years in grade. 
(By definition in present law, such officers are not deemed to have 
failed twice of selection for promotion until their 31st year of com- 
missioned service. ) 


Commanders in the Regular Navy and lieutenant colonels in the 
Marine Corps twice failed of selection 


Subsection (g) makes commanders and lieutenant colonels of the 
Regular Navy and Regular Marine Corps (except officers designated 
for limited duty, officers of the Nurse Corps, and women oflicers) 
eligible for consideration for continuation on the active list if they 
have failed two or more times of selection for promition to captain 
or colonel. However, after having once been considered and recom- 
mended for continuation they will not be considered again, but will 
remain on active duty until retired under present law at 26 years of 
commissioned service. 
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Procedure for continuation boards 


Subsection (h), generally similar to provisions of present law with 
respect to selection boards. requires the Secretary to furnish a board 
with the names of the officers to be considered for continuation and to 
prescribe the number who may be recommended. Two-thirds of the 
acting members of the board must agree in the list of officers recom- 
mended as best qualified for continuation. The report of the board 
is final on approval by the President. 


Minimum 20-year retirement eligibility for those noncontinued 


The principal effect of subsection (i) is to provide that officers who 
are selected for noncontinuation will have completed at least 20 years 
of commissioned service for retirement purposes when they are man- 
datorily retired under the noncontinuation authority. In addition, 
the section provides that the oflicer not recommended for continuation 
after he completes the 20 years will be retired on June 30 of the 
fiscal year in which the recommendation of the board was approved. 

It should be noted that the definition of total commissioned service, 
which would be the basis for computing retired pay, is the service as 
computed under existing law for this purpose. In most cases it co- 
incides with actual commissioned service. For officers transferred 
from Reserve status to Regular status, however, it is the service 
credited to lineal contemporaries who were originally commissioned 
in the grade of ensign or second lieutenant in the Regular service, and 
may differ from actual active commissioned service. 


Deferment of those of flag rank serving in statutory positions 


Subsection (j) provides that an officer serving in a statutory office 
which carries with it the rank of rear admiral may be deferred by 
the Secretary from mandatory retirement if he has ‘been selected for 
noncontinuation under the provisions of this legislation. 


Minimum 6 months notice for noncontinued officers 


Subsection (k) provides that if the report of a board is approved 
less than 6 months before the end of a fiscal year the officers who 
were considered but not recommended for continuation shall not be 
retired until first of the seventh month following the month in which 
the report was approved. 


Retired pay and lump-sum adjustment 


Section 2 provides for the entitlement of retired pay for officers 
retired under this bill and for certain lump-sum pay in addition 
to the retired pay. 


Retirement based on years of creditable service 


Subsection (a) provides that an officer retired under the bill will 
retire in the grade in which serving, with pay computed at the rate 
of 2% percent of the active duty pay of the grade multiplied by the 
number of years of service creditable to him under the provision of 
the pay law relating to credit for retired pay, unless by other provision 
of law he may be entitled to higher retired grade or retired pay. The 
retired pay portions represent a restatement of existing law with 
respect to computation of retired pay for the officers affected. 
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Minimum 50 percent computation 


Subsection (b) provides that retired pay shall be not less than 50 
percent or more than 75 percent of the basic pay on which the com- 
putation is based. The 50 percent minimum conforms to the mini- 
mum assured under the present law governing mandatory retirements. 
The 75 percent maximum is uniform with all current retirement 
authorities. 


Treatment of 6 months of service 


Subsection (c) prescribes that in the determination of the number 
of years for computation of retired pay a period of 6 months or more 
will be creditable as 1 year, while a period of less than 6 months will 
be disregarded. ‘This is consistent with existing laws governing the 
computation of retired pay. 


Lump-sum pay 


In subsection (d) the bill, as amended by the committee, would 
authorize a flat lump-sum payment for noncontinued officers. It 
should be emphasized that the committee did not alter the present 
language of the House bill providing in effect that in order to be 
entitled to a lump-sum payment an officer must be serving in the 
grade of commander or captain, or equivalent Marine Corps grade, on 
the effective date of the act and later be noncontinued in his same 
grade. The remaining officers who are promoted to grades higher 
than their present grades and who are later noncontinued would be 
excluded on the premise that their opportunity for promotion to the 
higher grade would have been increased by the effect of this legislation. 
The bill, therefore, increases rather than diminishes the career oppor- 
tunity of these officers. Under this formula about three-fourths of 
the officers (3,052 out of 4,125) over the 10-year plan would be en- 
titled to a lump-sum payment. 

In addition, the committee inserted language which, in effect, 
requires the noncontinuation boards to select from among those 
officers who will be noncontinued, those whose record of performance 
would not justify their retention on the active list under any cir- 
cumstances. The committee recognizes that most of the officers 
affected will be officers whose retention on the active list would be 
desirable if the need for vacancies were less pressing. However, 
distinction must be made with respect to officers whose actual per- 
formance has or will not meet the high standards which should be 
maintained in these grades. The committee considers that such 
officers should be retired with no additional payment even if no re- 
quirement for vacancies existed. Officers reported in this latter cat- 
egory would not be entitled to any lump-sum payment. This pro- 
vision is intended to accomplish two purposes: 

(1) In denying lump-sum payments to such officers a uniform 
standard will be established for all military services. Under separate 
legislation now being considered, authority would be granted all 
three services to involuntarily retire lieutenant colonels and colonels, 
and equivalent grades, who have twice failed to the next higher per- 
manent grade w shose performance does not justify their continuation 
in active service. No payments other than their normal retired pay 
would be authorized for such persons. 

(2) There is at the present time no statutory authority under which 
Navy and Marine Corps officers with 20 years of active service may be 
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involuntarily retired because of substandard performance. The 
committee language will provide certain authority along this line 
within the group affected. 

The committee recognizes there is no statutory obligation to provide 
a lump-sum payment for the regular officers who will be noncontinued. 
At the same time it is true that by virtue of the authority of this legis- 
lation to meet the hump problem, the retirement point has been 
changed for the affected officers from the normal 26- or 30-vear period. 
The purpose of this payment is to provide some assistance in adjusting 
to the necessary changes in their unexpected return to civilian life. 

It should be emphasized that this payment is not to be considered 
a precedent. In this connection it should also be noted, as explained 
above, that only a portion of the involuntarily retired officers will be 
eligible for the retired pay which will be those who are in fact non- 
continued in the grade they hold when the bill becomes law. Those 
who are later promoted and noncontinued, or whose record of perform- 
ance would not justify their retention on the active list, are excluded. 

The committee was also of the opinion that a flat sum is preferable 
to a graduated formula based on rank and length of service. The 
readjustment conditions and problems cannot be presumed to vary 
in accordance with rank or length of service of the officer concerned. 


rt’ . . . 
The flat sum appears to be a more equitable means of authorizing 
the payment. 


Lump-sum payments to voluntarily retired noncontinued officers 
Subsection (¢) permits the lump-sum payment to eligible officers 
who, after being considered but not recommended for continuation, 


are subject to early retirement on a date fixed by this bill but elect 
to retire voluntarily. 


Treatment of noncontinued officers in Navy and Marine Corps 
Registers 

Subsection (f) prescribes that a forced early retirement of an officer 
under this bill will thereafter be considered to have been a voluntary 
retirement. This will not increase or decrease any benefits to hia 
the officer is eligible, but will insure that public information will 
identify the retirement as voluntary and avoid any unfavorable im- 
plication. 

PROTECTION OF CONTINGENCY OPTION ELECTIONS 


Section 3 provides that modifications of elections made under the 
contingency option plan will be valid in the event of early retirement 
under this bill, if they were made at such time as would have qualified 
them as valid at the normal retirement date. 


TEMPORARY SUSPENSION OF STATUTORY PROMOTION ZONES IN THE 
MARINE CORPS 


Section 4 relates to the establishment of zones of consideration in 
connection with Marine Corps selections for promotion to the grade 
of lieutenant colonel. 

Subsection (a) would authorize the Secretary, until December 31 
1964, to establish zones of consideration in addition to or in lieu of 
promotion zones for majors. The number of officers to be placed in a 
zone of consideration would be determined by the Secretary according 
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to the needs of the Marine Corps. A selection board would be pre- 
vented from considering for promotion officers who are junior to the 
zone of consideration. An officer who is in a zone of consideration 
but not in or above a promotion zone would not be considered as having 
failed of selection for any purpose, even though he is not selected for 
promotion. 

Subsection (b) would guarantee to majors designated for supply 
duty at least the same selection opportunity that oflicers not restricted 
in the performance of duty receive when a zone of consideration is 
established. 

Subsection (c) would substitute a different standard for determining 
the appropriate number of officers to be placed in a promotion zone 
for selection to lieutenant colonel by giving consideration to the ab- 
normal flow during the so-called hump years and the age and other 
characteristics of the officers concerned. In addition, the Secretary 
would be authorized to limit the number of selections which are made 
from in or above such promotion zone. The provision on normal 
terms of service would be suspended for the grade of major. This 
subsection would expire December 31, 1964. 


PRESIDENTIAL SUSPENSION OF AUTHORITY 





Section 5 provides that the President may suspend any provision 
of sections 1 and 4 in time of war or national emergency. Similar 
suspension authority is contained in section 6386(c) of title 10, United 
States Code, with respect to the mandatory retirement provisions of 
sections 6371-6384 of title 10. 


TECHNICAL SECTION 


Section 6 amends the definition of total commission service for line 
officers of the Navy. Its purpose is to prevent the premature retire- 
ment of officers who are not from the Naval Academy or NROTC 
and who receive an accelerated promotion; that is, officers who are 
selected from below a promotion zone. 













EXCLUSION OF MEDICAL CORPS AND RELATED CORPS FROM THE AUTHORITY 
OF THE BILL 


Section 7 prohibits the application of the bill to officers of the 
Medical Corps, Dental Corps, Medical Service Corps, or the Nurse 
Corps during the effective period of authority for the induction of 
physicians and dentists. 


TERMINATION OF AUTHORITY 








Section 8 provides for the termination of the noncontinuation 
authority on June 30, 1965. 


REPEAL OF PROVISION AUTHORIZING ADVANCEMENTS ON RETIRED LIST 





A new section to the bill (sec. 9) would repeal, effective November 1, 
1959, the present provision requiring an advancement to the next 





OPPORTUNITY FOR PROMOTION FOR CERTAIN NAVAL OFFICERS 31 


higher grade upon retirement for Navy and Marine Corps officers 
who were specially commended for performance of duty in combat 
before January 1, 1947, by the head of the military or executive depart- 
ment under whose jurisdiction the duty was performed. This provi- 
sion of law does not authorize an increase in the retired pay. The 
amendment would not be retroactive and therefore, would have no 
effect on the rights and privileges of officers already advanced prior to 
the repeal of the provision (sec. 6150, title 10, United States Code). 

This provision had its inception in 1925 with the effort to reward a 
certain naval captain who distinguished himself in World War I but 
failed to achieve the grade of rear admiral. The 1925 legislation as 
finally approved advanced the captain in question to the grade of rear 
admiral with the pay of the lower half. In addition, there was a more 
general provision providing that all Navy and Marine Corps officers 
commended for performance during World War I would be advanced 
to the next higher rank, but without pay of the higher grade when 
retired by reason of age in grade. The 1925 version was modified 
somewhat over the years until its present version, as outlined above, 
was enacted in 1949. 

Under existing conditions, a disproportionate number of the retired 
flag rank officers in the Navy are officers who never served in the rank 
in active duty in their retired rank but were advanced as a result of 
the special authority. As of May 31, 1959, out of 1,420 officers on the 
retired list in the grade of rear admiral only 198 served in the rank 
with 1,220 being advanced from a lower grade. Of 198 vice admirals, 
44 served in the rank and 154 were advanced to that rank. Of 62 
admirals, 29 served in the rank and 33 were advanced. 

The advancement provision, which has been limited to Navy and 
Marine Corps officers since its enactment in 1925 is discriminate 
against Army and Air Force officers who may have performed in a 
similar manner. Even though no pay is authorized for the higher 
rank, those advanced enjoy the other advantages attached to the 
higher grade, as possibly greater employment opportunities and the 
increased prestige of the higher rank. 

There is also an added advantage for those who may be recalled 
to active duty from retired status. Under existing law, the Secretary 
of the Navy has discretionary authority to recall retired Navy or 
Marine Corps officers to active service in the higher rank to which 
they were advanced. While serving, these officers receive the pay of 
the higher rank and moreover, under existing law, if they serve in a 
recall status for 2 years, their retired pay will be recomputed under 
the scales of the higher of their advanced rank. 

As already indicated, the present advancement provision provides 
that the commendation must have been received prior to January 1, 
1947, with a result that the provision would eventually lose its effect 
after all officers who received such a commendation have retired. 
However, it will be a number of years before all of the Navy and 
Marine Corps officers who were in active service during World War 
II and who would qualify will be retired. In the meantime, the 
inequity would continue with respect to officers of the other military 
services, who will continue to retire in the years ahead and who 
would not be eligible to receive the same advancements as the Navy 
and Marine Corps counterparts. 
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The committee amendment will insure a uniform standard for all 
the military services for the future. At the same time, the rights 
of those who have been advanced will not be disturbed. 

In a letter of July 17, 1959, to the Committee on Armed Services, 
the Department of the Army on behalf of the Department of Defense 
stated the opposition of the executive branch to pending legislation 
which would extend the present Navy and Marine Corps advance- 
ment provision to Army and Air Force officers. This report opposed 
such legislation in principle. 


A pertinent portion of the departmental report is as follows: 


A commendation for performance of duty in actual combat 
is only one of the factors for consideration in the determina- 
tion of an individual’s overall value to the service. The 
Department further believes that enactment of such legis- 
lation would create inequities among personnel who had 
served together under combat conditions, inasmuch as a 
commendation would make one person eligible for certain 
benefits which are denied to others with similar combat ex- 
perience but who had received no commendation. 

It is considered unsound in principle to grant promotion 
upon retirement to individuals solely because they have been 
commended for their performance of duty in combat. To 
do so would result in discriminating against many able per- 
sons for the sole reason that they were not awarded, or did 
not have an opportunity to earn, a combat citation. It is 
necessary for effective operations that many personnel be 
assigned to duties which, although they do not involve com- 
bat, are nevertheless absolutely essential to the effective 
prosecution of war. S. 2204 would in effect deny these 
individuals, who faithfully and efficiently perform these as- 
signed duties, the same opportunities for promotion on the 
retired list as would be accorded those persons assigned to 
combat duties. 

Further, S. 2204 would create inequities between those 
who were commended prior to January 1, 1947, and those 
commended at a later date. This could conceivably bring 
pressure from those groups to which the provisions of the bill 
could logically be extended. 

The primary object of promotion is to invest an individual 
with a grade carrying that degree of authority considered to 
be commensurate with the demands of the position he is to 
occupy. In accomplishing this objective every effort must 
be made and every safeguard utilized to give fair and equita- 
ble treatment for all individuals with due regard being given 
to the quality and extent of their experience and their demon- 
strated ability. Promoting individuals upon retirement to 
the next higher grade, based upon a single accomplishment, 
is not in accordance with these sound principles, and because 
of the large number of promotions involved, would tend to 
lower the prestige of these higher grades. 
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Cost or LxraGIsLaTION 


The Department of the Navy estimates that the maximum additional 
cost of this legislation over the next 60-year period rat = exceed 
$14 million. Even though this bill would expire June 30, 1965, the 
60-year projection is necessary in order to fully reflect the ‘hifferences 
in retired cost caused by the enactment of this legislation. 

The elements of cost cover three separate categories: (1) the read- 
justment allowance; (2) the effect of the bill on future militar vy retired 
pay cost; and (3) its effect on active duty pay and allowances. 


(a) Readjustment pay 


The total estimated additional cost of the readjustment pay as 
authorized by this legislation will be about $6 million. The initial 
expenditure in fiscal year 1960 would be approximately $2,100,000. 


(b) Retirement cost 


The bill will have considerable impact on the retirement pay appro- 
riation, particularly during the first 6 years. It must be remembered, 
owever, that the increases in retired pay during the first 6 years w ill 

greatly exceed the total additional long-range cost of the early retire- 
ments generated by this bill. The retirement of officers prior to their 
normal retirement points will naturally cause incdedded eeplniiiale 
through the retired pay appropriation until such time as the officer so 
retired will achieve his normal retirement point. However, once an 
officer has reached his normal retirement point he will thereafter, 
and until his death, receive a lower retired pay than he would have 
received had he been retained on active duty until normal retirement. 
For example, a captain in the Navy retired at the end of 30 years of 
service receives retired pay of $8,865 per year. If retired et the 26- 
year point, he receives retired pay of only $7,683 per year, a differ- 
ential in favor of the Government of $1,182 per year. Thus, the 4-year 
cost (approximately $31,000) of advanced retired pay attributable to 
his early retirement is annually reduced until the end of his life. The 
estimated increase of retirement expenditures over the first 5 years 
of the plan amounts to $52,962,000. The recoveries thereafter will re- 
duce the total expenditure over the lifetime of all the officers so retired 
to a net increase of approximately $24 million. This cost of $24 mil- 
lion includes in the cost to the Government the interest on the ad- 
vanced retired pay at the rate of 3 percent and has been calculated by 
approved actuarial methods in common use by the insurance industry. 


(c) Active duty pay and allowances 


Active duty pay costs can be expected to increase during the next 
10 years whether or not this legislation is enacted. This is true even 
with a stable force due to a gradual increase in longevity for pay 

urposes for all officers. Active duty pay costs, however, w ill increase 
ess with the legislation than without it. Inasmuch as the legislation 
will retire older officers and replace them with officers with less total 
service, there will result a reduction in longev ity for pay purposes 
in the active duty force. This reduction (as is the case in retired 
pay) will be most noteworthy in the first 6 years of the bill and will 
amount during that period to a total of $65,949,000. It must be 
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emphasized that this does not represent an actual reduction in the 
appropriation but merely a relative reduction of the amount that 
would become necessary in the absence of legislation. 

To summarize, during the next 6 years the cost elements as repre- 
sented by Naval E stablishment appropriations will tend to offset each 
other. There will appear, however, an increased cost for interest in 
the appropriations for the service of the national debt. It is in this 
appropriation that the bulk of the additional $14 million cost will 
accrue. 

DEPARTMENTAL RECOMMENDATION 





Printed below and hereby made a part of this record are: (1) De- 
partment of Defense letter transmitting legislative proposal; (2) 
Department of Defense letter containing Exec ‘utive position oppos- 
ing severance pay; (3) Department of “the Nav y letter containing 
Executive position opposing substitute amendment. 
THE SECRETARY OF DEFENSE, 
Washington, February 9, 1959. 

Dear Mr. Presipent: There is forwarded herewith a draft, together 
with a sectional analysis, of proposed legislation “To provide im- 
proved opportunity for prom: otion for certain officers in the naval 
service, and for other purposes.” 

This proposal is a part of the Department of Defense legislative 
program for 1959 and the Bureau of the Budget has advised that there 
would be no objection to the presentation of this proposal for the 
consideration of the Congress. The Department of the Navy has been 
designated as the represent: itive of the Department of Defense for 
this ‘legislation. It is recommended that this proposal be enacted by 
the Congress. 


Purpose of the legislation 


The purpose of this proposed legislation is to provide equitable 
ee, for promotion to officers of the Navy and the Marine 

orps who are in or behind the hump. 

The hump consists of the large group of officers who were initially 
commissioned during the four years of World War II. This group, 
disproportionate to all other year groups before and behind it, const1- 
tutes about one-fourth of the Regular officer strength of the Navy 
and the Marine Corps. It has provided the large reservoir of combat- 
tempered experience which has been the backbone of the Navy and 
the Marine Corps during the past decade. 

Officers in the hump are now in the grades of lieutenant commander 
and commander in the Navy and major and lieutenant colonel in the 
Marine Corps. Unless remedial action is taken, about two-thirds of 
these officers will be retired in the grades in which they are now serv- 
ing, without having had a reasonable opportunity for promotion to a 
higher grade. 

Ahead of the officers in the hump, and blocking their promotion, 
are the officers who were initially commissioned before World War II. 
In the Navy, these prewar year groups comprise all the captains and 
the senior commanders, varying in length of service from 17 to 30 
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years. Under present law, commanders who have twice failed of 
selection for promotion may not be involuntarily retired until they 
— 26 years of service, and twice-failed captains may not be 
involuntarily retired until they complete 30 years of service. The 
same is true of officers in corresponding grades in the Marine Corps. 

Involuntary retirements of officers initially commissioned before 
World War i would, under present law, be spread over a 13-year 
period. They would be spread very thinly, because the number of 
officers in each of the pre-war year groups is very small. They would 
not produce sufficient vacancies each year to permit the timely pro- 
motion of officers in the disproportionately large hump year groups 
whose length of service varies by a maximum of four years. 

Slowing down promotions to fill only the vacancies that would be 
created by operation of present law would result in stagnation in their 
present grades of officers in the hump. From the standpoint of man- 

ower management this would be extremely inefficient. It would also 
rave a devastating effect on the morale of the officers concerned and 
would be a deterrent to young men who might otherwise contemplate 
a naval career. 

On the other hand, if promotions are not drastically retarded, either 
two-thirds or more of the officers in the hump must be failed of selec- 
tion for promotion or a means of creating more vacancies for them 
in the higher grades must be provided. 

The assessment of heavy attrition in the process of selection for 
So, has its practical limits. If it becomes so heavy that it 

gins to cut down some of the very best officers, along with the less 
effective, the loss of morale and self-confidence in the officer corps 
will be disastrous. 

A gradual deceleration of promotions and an increase in attrition 
has already occurred and will continue. This is unavoidable and to 
some extent desirable. However, both the retardation of promotions 
and the attrition rate should be kept within acceptable limits. This 
cannot be done unless the Department of the Navy is given statutory 
authority which will enable it to create additional vacancies in the 
grades of captain and commander in the Navy and colonel and lieu- 
tenant colonel in the Marine Corps. 

One method of providing additional vacancies would be to raise the 
statutory limitations on the numbers of officers that can serve in the 
grades concerned. The Department of the Navy does not desire that 
this be done. The present ceilings are ample to meet the needs of the 
service. Increasing them would mean that promotions would be made 
solely for the sake of promotions, and not because of a military need 
for more officers in those grades. The increased cost could not be 
hea Further, the prestige attached to grades of commander, 

ieutenant colonel, and above would be diminished by the assignment 
of officers in those grades to duties normally performed by officers 
of lower rank. 

The Department of the Navy considers that the needed additional 
vacancies in the higher grades could best be created through the 
retirement, on a selective basis, of some of the senior officers in 
those grades a few years earlier than they could be involuntarily 
retired under present law. The proposed legislation would, if en- 
acted, provide the necessary statutory authority for the selection 
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of officers for continuation on the active list and for the mandatory 
early retirement of officers not selected for continuation. 

Officers in the prewar year groups presently serving in the grades 
of commander, lieutenant colonel, or above have attained those grades, 
in most cases, considerably earlier than contemplated in the Officer 
Personnel Act of 1947 and have had to face only light forced attrition 
rates. It would not be unfair, therefore, to require the officers ahead 
of the hump to share with the officers in and behind the hump the 
attrition that is necessary to provide an orderly flow of promotions. 

Two methods of forcing the early retirement of captains in the 
Navy and colonels in the Marine Corps, to create needed vacancies 
in those grades, would be provided by the proposed legislation. 

First, the proposed legislation would authorize the Secretary of 
the Navy, when the needs of the service require, to convene selec- 
tion boards to consider for continuation on the active list captains 
and colonels who will complete at least five years of service in their 
respective grades by the end of the fiscal year in which the board 
is convened. Those not recommended for continuation would be re- 
tired at the end of the fiscal year in which the report of the board 
is approved. 

Second, the proposed legislation would provide that captains in 
the Navy (except doctors, dentists, medical specialists, and restricted 
line officers) and colonels in the Marine Corps who twice fail of 
selection for promition to the grade of rear admiral or brigadier 
general shall be considered by a selection board for continuation on 
the active list. Those not recommended for continuation would be 
retired at the end of the fiscal year in which the report of the board 
is approved. 

The second of the above provisions would not result in the early 
retirement of captains in the Navy at the present time, as current 
policy is not to bring captains into the promotion zone for promotion 
to rear admiral until their 29th year, and those who fail of selection 
in their 29th and 30th years are retired at the end of their 30th year 
under present law. The first of the above provisions, screening cap- 
tains for continuation or retirement in their fifth year in grade, would 
therefore be used by the Navy as the means of forcing the retirement 
of the necessary numbers of captains a few years earlier than they 
would otherwise be retired. 

The Marine Corps, on the other hand, would not use continuation 
boards for colonels having five years in grade, at least not in the 
immediate future. Requirements for general oflicers and the small 
number of colonels in the prewar year groups make it necessary for the 
Marine Corps to consider officers for selection to brigadier general in 
their 23d to 25th year of commissioned service. Consequently, the 
provision for considering twice-passed-over colonels for continuation 
on the active list, and the retirement of those not selected for continua- 
tion, would be used to force the necessary numbers of retirements a 
few years earlier than under present law. 

; ‘ er 
_ To create additional vacancies in the grades of commander and 
lieutenant colonel, the proposed legislation would provide that officers 
in those grades shall be considered for continuation on the active list 
when they have twice failed of selection for promotion. Those not 
selected for continuation would be retired at the end of the fiscal year 
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in which the report of the board is approved or in which they complete 
20 or more years of total commissioned service, whichever is later. 

The proposed legislation provides that officers who are considered 
and recommended for continuation on the active list would not again 
be subjected to consideration for continuation while in the same grade 
but would continue on the active list for the periods prescribed in 
existing law. Lie 

The proposed legislation provides for the expiration of the above 
provisions on June 20, 1970, as it is expected that the last of the officers 
in the hump will have passed into the grades of captain and colonel 
by that time. és 9) 

The proposed legislation contains special provisions, expiring on 
December 31, 1964, relating solely to the promotion of majors in the 
Marine Corps to the grade of lieutenant colonel. 

The passage of the Marine Corps officer hump into the grade of 
lieutenant colonel will retard promotion flow for a number of officers 
beyond those points considered as optimum for producing senior 
officers of appropriate age and service characteristics. In order to 
minimize this condition, without assessing excessive attrition and pro- 
ducing inequality in opportunity for promotion, the Marine Corps 
desires to dispense with the establishment of promotion zones in those 
years in which it 1s not necessary to create vacancies in the grade of 
major or it is not possible to remove from the active list those majors 
who have twice failed of selection for promotion. To accomplish this, 
the proposed legislation would authorize the Secretary of the Navy to 
establish zones of consideration in lieu of, or in conjunction with, pro- 
motion zones. In the years that zones of consideration are established, 
and promotion zones are not used, all selections would be made from 
within the zones of consideration, and any officer not selected for pro- 
motion would not be considered as having failed of selection. This 
would permit the advancement of the most outstanding majors, with- 
out passing over other majors whose services are valuable and needed 
by the Marine Corps. In years when it is necessary to create vacan- 
cles in the grade of major, or when the age and service characteristics 
of majors who have been previously considered for promotion warrant 
their involuntary retirement, a promotion zone would be established 
in conjunction with a zone of consideration, so that nonselected officers 
in or above the promotion zone would be legally considered as having 
failed of selection and would be retired after their second failure. 


Cost and budget data 


The proposed legislation will have fiscal impact on both retired pay 
appropriations and active duty pay appropriations. Retired pay 
appropriations during the ceatad cl its operation will be increased 
because of the payment of retired pay to officers who otherwise would 
not yet have been retired. Terminal leave settlements and travel costs 
for retiring officers will likewise be increased. Active duty pay appro- 
—- will be affected by changes in the accrual of active duty pay, 

ight pay, and allowances. The total amount of such pay and allow- 
ances will decrease because of a reduction in longevity credits for pay 
purposes in the active duty force and some net reduction in numbers 
of officers in the senior grades. 

In estimating the fiscal impact of the proposed legislation, it has 
been assumed that the active duty force will remain at present overall 
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strength. Although the validity of this assumption cannot be forecast, 
the use of any other assumption would introduce differences in costs 
attributable to expansion or contraction rather than to the legislation. 

For both retirement and active duty calculations it has been as- 
sumed that, for the officers concerned, service for pay purposes is 
equal to total commissioned service. The errors in this assumption 
are to some extent mutually offset, but in any case are not deter- 
minable since their incidence will depend on selection processes. 

Basic calculations have been made for the Marine Corps and for 
the unrestricted line officers of the Navy. Plans for staff corps and 
restricted line officers of the Navy are subject to variation by current 
service needs. Probable costs and savings for these latter groups have 
been projected on a straight line basis at 25 percent of the costs for 
the unrestricted line. 

On the basis of the assumptions noted above, the predicted impact 
oa proposed legislation on appropriations is summarized as 
ollows: 





[Minus (—) indicates net decrease by reason of Nacietation: plus (+) indicates net increase by reason of 
slation 


(Thousands of dollars) 


Active duty pay and allowances: 
Basic and allowance: 
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Retired pay: 
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Studies beyond fiscal year 1965 are speculative, since they depend 
not only on the continued validity of the assumption as to strength 
but also on continued adherence to presently anticipated promotion 
policy. In general, the impact on the appropriations cited will tend 
to diminish. 

(Signed) Donarp A. QuaRtes, 
Hon. Ricuarp M. Nixon, Deputy. 
The President of the Senate. 


GENERAL CoUNSEL TO THE DEPARTMENT OF DEFENSE, 
Washington, D.C., April 28, 1959. 

Dear Mr. CHarrman: By letter dated February 9, 1959, there was 
submitted to the Congress by this Department proposed legislation 
“To provide improved opportunity for promotion for certain officers 
in the naval service, and for other purposes.” The proposal was in- 
troduced and passed the House as H.R. 4413, 86th Congress. 

The bill passed by the House would provide for the payment of cer- 
tain readjustment pay to the officers affected in addition to the retired 
pay to which they would immediately become entitled. 

We are in receipt of a letter from the Bureau of the Budget which 
stated in part: 

“* * * We are unaware of any other instance in which military 
personnel eligible for immediate retirement benefits are granted con- 
current entitlement to readjustment or severance pay. In our opinion, 
such provisions would, apart from the additional costs that would 
result, establish a highly undesirable precedent that might be em- 
ployed to justify similar extensions in other cases. Moreover, we 
consider discriminatory those further provisions of the committee 
amendment that would permit the proposed readjustment pay to be 
spread over a three-year period for the stated purpose of reducing 
tax liability. 

“In connection with the justification for these amendments on the 
grounds that the officers affected will be released from active duty 
earlier than they were led to expect under existing law, we believe 
that this justification is met, in large part, by statements in the Depart- 
ment’s letter to the Speaker transmitting the proposal and in the 
committee report itself. In the Speaker letter, it is pointed out that 
the officers affected benefited from rapid advancement to the higher 
commissioned grades and that they have been subject to little, if any, 
forced attrition in the process. In the committee report, it is brought 
out that most if not all of the officers affected entered on active duty 
with the regular Navy at a time when no so-called guaranteed periods 
of service were in effect and well before the current periods of service 
were fixed in the Officer Personnel Act of 1947.” 

The foregoing views are endorsed by this Department. 


Rosert DECHERT. 


Hon. Ricuarp B. Russetz, 
Chairman, Committee on Armed Services, United States Senate. 
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DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 8, 1959. 
Hon. Ricuarp B. Russet, 
Chairman, Committee on Armed Services, 
United States Senate, Washington, D.C. 


My Dear Mr. CuatrmMaNn: Your request for comment on Senator 
Yarborough’s proposed amendment (in the nature of a substitute) to 
H.R. 4413, a bill to provide improved opportunity for promotion for 
certain officers in the naval service, and for other purposes, has been 
assigned to this Department by the Secretary of Defense for the 
preparation of a report thereon expressing the views of the Depart- 
ment of Defense. 

H.R. 4413 is a part of the Department of Defense legislative pro- 
gram for 1959. The purpose of the bill is to provide improved oppor- 
tunity for promotion for officers of the Navy and the Marine Corps 
who are in or behind the World War II hump. In order to avoid 
promotion stagnation and excessively heavy attrition among officers 
in the hump, the bill would provide a means of forcing the retirement 
of some of the officers who are ahead of the hump at an earlier time 
than they could be mandatorily retired under present law. 

The bill would authorize the Secretary of the Navy to convene 
selection boards to consider for continuation on the active list captains 
in the Regular Navy and colonels in the Regular Marine Corps who 
will complete at least five years of service in their respective grades 
in the fiscal year in which the board is convened. It would also pro- 
vide that captains and commanders in the Regular Navy and colonels 
and lieutenant colonels in the Regular Marine Corps who twice fail 
of selection for promotion to the next higher grade shall be considered 
by a selection board for continuation on the active list. The Secretary 
of the Navy would advise each board of the maximum number of 
officers that the board is authorized to recommend for continuation, 
and within the authorized number the board would select those officers 
whom it considered best qualified for continued service on the active 
list. Officers considered but not recommended for continuation would 
be retired at the end of the fiscal year in which the report of the 
board is approved or at the end of the fiscal year in which they com- 
plete 20 years of total commissioned service, whichever is later. 

The bill would thus permit the selective early retirement of some 
of the captains and colonels, commanders, and lieutenant colonels in 
the prewar year groups in such numbers and at such times as the 
Secretary of the Navy determines is necessary to provide to officers 
in the hump an equitable and timely opportunity for promotion. This 
legislation would expire on June 30, 1970, by which time the last of 
the hump will have reached the grade of captain or colonel. 

As introduced in the House of Representatives, H.R. 4413 contained 
no provision for readjustment pay to officers whose active careers 
would be terminated thereunder short of the 26 years (for com- 
manders and lieutenant colonels) or 30 or 31 years (for captains and 
colonels) that they could expect to serve under present law. They 
would be entitled only to retired pay. As passed by the House, how- 
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ever, the bill provides that officers retired under it in the grade in 
which they are serving, or for which they have been selected, on the 
date of enactment of the bill shall receive, in addition to retired pay, 
a lump-sum readjustment payment in an amount equal to two months’ 
basic pay for each year of early retirement but not more than $6,000. 
The oman Counsel of the Department of Defense has advised you 
by letter dated April 28, 1959, that the Department of Defense and 
the Bureau of the Budget are opposed to this provision. 

In Senator Yarborough’s proposed substitute, the provisions of 
H.R. 4413 as passed by the House of Representatives would be placed 
in title II, “Mandatory Retirement Program”, and title IIT, “Miscel- 
laneous Provisions”, and a new title I, “Voluntary Retirement Pro- 
gram”, would be inserted. Title I would provide that any captain in 
the Regular Navy and any colonel in the Regular Marine Corps, in 
his 5th or subsequent year of service in his present grade, and any 
commander in the Regular Navy and any colonel in the Regular 
Marine Corps, in his 20th or subsequent year of commissioned service, 
if not on a promotion list, shall be eligible to apply for voluntary re- 
tirement. The Secretary of the Navy would be required to act on each 
application within 1 year from the time it was made and would be 
required to approve applications for retirement in such numbers as he 
determines to be in the best interest of the service. Officers whose ap- 
plications for retirement are approved would be retired at the end of 
the fiscal year. Those who are retired under this title in the grade 
in which they are serving, or for which they have been selected, on 
the date of enactment of the bill would receive, in addition to their 
retired pay, a lump-sum payment in the amount of 3 months’ basic 
pay for each year of early retirement, without limitation as to the 
total amount. 

Title I would be in effect for at least 2 years and thereafter until 
June 30, 1970, unless sooner terminated by the Secretary of the Navy. 
The Secretary, under section 201 of the substitute bill, would be 
authorized to terminate the voluntary retirement program at any 
time after it had been in effect for at least 2 years, if he should find 
that the voluntary program is not producing sufficient vacancies to 
provide ample opportunity for promotion. The mandatory retire- 
ment program would then go into effect. 

The Department of the Navy, on behalf of the Department of De- 
fense, is opposed to the enactment of the proposed amendment to 
H.R. 4413. 

To the individual officer who fears involuntary retirement under 
H.R. 4413, the proposed amendment may appear attractive. If he 
should elect to retire voluntarily under title I of the substitute bill 
he would receive an additional month’s basic pay for each year of 
early retirement, without the $6,000 limitation (a difference of $5,820 
for a captain or colonel retired four years early). On the other hand, 
if he does not wish to be retired early under any circumstances, he could 
hope that a sufficient number of his fellow officers would accept the 
financial inducement to retire voluntarily, so that his own involuntary 
retirement would be avoided or delayed. However, while some indi- 
viduals might be benefited by enactment of the proposed substitute 
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bill, the Department of the Navy, for the reasons stated below, con- 
siders that it would not be in the best interest of the naval service and 
the career officer structure as a whole. 

The proposed substitute would not provide a means for the reten- 
tion of the most effective officers. On the contrary, it would require 
the Secretary of the Navy to approve the applications for early re- 
tirement of the best officers if they should apply, unless the number of 
applications should exceed the number of vacancies that must be 
created. The only discretion that the Secretary would have would be 
to delay acting on applications for one year in order to determine 
whether more than the necessary number would be submitted. If 
there should be no excess, he would have to approve applications of 
even the best qualified officers before he could determine that the volun- 
tary program is inadequate and thereby implement the mandatory re- 
tirement program. Any system which would reduce the quality of 
the future leadership of the Navy and the Marine Corps is patently 
defective. 

The proposed substitute would also present administrative difficul- 
ties because the Secretary would have no means of forecasting the 
number of applications for voluntary retirement that might be sub- 
mitted in any year. In establishing promotion zones and determin- 
ing attrition rates, he would not be able to count on predictable num- 
bers of vacancies occurring in the next higher grade. While experi- 
menting with the voluntary retirement program, attrition would have 
to be assessed on the hump year groups without regard to the unknown 
numbers of additional vacancies that the program might produce. 
With the mandatory retirement features of H.R. 4413, inoperative, 
attrition would have to be 74 percent on commanders being considered 
for promotion to captain and 85 percent on lieutenant commanders be- 
ing considered for promotion tocommander. Those percentages could 
be dropped to 54 percent and 45 percent, respectively, if the mandatory 
retirement program were immediately placed in operation. 

Under section 6323 of title 10, United States Code, officers of the 
Navy and the Marine Corps who complete at least 20 years of active 
service, including at least 10 years of active commissioned service, are 
eligible to apply for voluntary retirement and may be retired, in the 
discretion of the President. Most of the officers who would be eligible 
to apply for voluntary retirement under title I of the substitute bill 
are eligible to apply for retirement under present law. The possi- 
bility of retirement after only 20 years of active service is primarily 
a strong inducement to young officers to enter upon a military career. 
By the time they reach the 20-year point, however, most of them have 
become motivated toward rounding out a full career of 30 years or 
more. Providing an extravagant financial inducement to career- 
minded officers to abandon that ambition would be contrary to the 
principles of the military profession, would tend to destroy the motiva- 
tion that has been carefully nourished for 20 years, and would reflect 
adversely on the continuation of a military career. 

The Department of the Navy regrets the necessity for the early 
retirement of some career-minded officers in the prewar year groups to 
provide a reasonable opportunity for promotion for their juniors in 
the World War II hump. This necessity exists, however, H.R. 4413 
would provide a means of retiring the necessary numbers of officers 
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on a selective basis which will assure quality control and will lend 
itself to orderly administration and planning. Title I of the proposed 
substitute bill, on the other hand, would provide for little or no 
quality control, would present difficult administrative problems, and 
would in all probability fail to accomplish its objectives. 

The hump problem was already an urgent one in June of 1957 when 
this Department first submitted to the Congress proposed legislation 
to deal with it. Each year the problem becomes more acute. Enact- 
ment of the proposed substitute for H.R. 4413 would require the De- 
partment of the Navy to experiment with a defective alternate solu- 
tion for two years, hus further delaying the institution of effective 
action. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the 
Budget that there is no objection to the submission of this report on 
the proposed amendment (in the nature of a substitute) to H.R. 4413 
to the Congress. 

Sincerely yours, Joun S. McCar, Jr., 
Rear Admiral, U.S. Navy, 
Chief of Legislative Affairs 
(For the Secretary of the Navy). 


59004°-—-59 SS. Rept., 86-1, vol. 4 60 
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Regular naval officers—Comparison of temporary rank to regular strength 
(Jan. 1, 1959) 

















Unrestricted tine Restricted line and Total lineal list 
Staff Corps 
Grade | oo Ta te ee 
Number | Percentage} Number | Percentage} Number | Percentage 
U.S. Navy!| U.S. Navy |U.S Navy'| U.S Navy|U S Navy'| U.S. Navy 
| in grade in grade in grade 

———_———_| csi ajanladiicclstipee tl aatbagieeedan iets cites 

Tate GRMIDEE nc ccccadtiinecns 212 0. 84 71 0. 63 283 0. 78 

CED: << cdnchasepdadedeuned 1, 985 7. 89 1, 822 16. 06 3, 807 10. 43 

RN it in Samia 4, 472 17.77 2, 298 20. 25 6, 770 18. 54 

Lieutenant commander.--_..-. 5, 324 21. 16 2, 845 25. 07 8, 169 22. 38 

Lieutenant - -_- 8 neiemnat 6, 594 26. 21 3, 261 28. 74 9, 855 26. 99 
Lieutenant (junior grade) and 

GE devicccintcbuntnakanch 6, 576 26. 13 1, 049 9. 25 7, 625 20. 88 

Wek sctenkeaueomeauns 25, 163 100. 00 | 11, 346 100. 00 36, 509 100. 00 


1 Limited duty officer count included in totals. 
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Regular Marine Corps officers—Comparison of temporary rank to regular 
strength (Jan. 1, 1959) 


























Unrestricted and Women marines 
limited duty and SDO Total 
officers 
Grade 
Percent- Percent- 

USMC age in USMC age in 

grade grade 
Brigadier general and above-............. 53 0. 64 6 0. 13 59 0. 68 
a linia is ce die meio 505 6,12 30 6. 48 535 6,14 
Lieutenant colonel 1, 216 14.7 97 21. 10 1, 313 15. 07 
IE soins So incase 2, 268 27. 49 132 29. 03 2, 400 27. 54 
Captain 2, 207 26. 75 169 37. 00 2, 376 27. 27 
Lieutenant 2, 002 24. 26 29 6. 26 2, 031 23. 30 
Total 8, 251 100. 0 463 100. 00 8, 714 100. 00 
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CHANGES IN Existinc Law 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italic, existing law in which no 
change is proposed is shown in roman): 


Titte 10, Unitep States Copr 


CHAPTER 561.—MISCELLANEOUS RIGHTS AND BENEFITS 


* * * * * + * 
Sec. 
(6150. Higher retired grade for officers specially commended. ] 


* * * * * * + 


(§ 6150. Higher retired grade for officers specially commended 


[(a) Each officer of the Navy or the Marine Corps who has been 
specially commended for performance of duty before January 1, 1947, 
in actual combat, by the head of the military or executive depart- 
ment under whose jurisdiction the duty was performed, shall, after 
his retirement, or transfer to the Retired Reserve, be advanced to 
the grade next higher than that in which he was serving at the time 
of his retirement or transfer. However, this section does not apply 
to an officer on a promotion list who is retired for physical disability. 

[(b) An officer retired before August 7, 1947, who is advanced 
under subsection (a) is entitled to the higher grade from August 7, 
1947. 

[(c) The retired pay of an officer advanced in grade under this 
section is not increased or decreased by that advancement. ] 

* * > * * * * 


CHAPTER 573—INVOLUNTARY RETIREMENT, SEPARA- 
TION AND FURLOUGH 


* * * * * - * 





§ 6388. Regular Navy; certain staff corps officers: computation of total com- 
missioned service 
*x 











* 


(b) Each other commissioned officer on the active list of the Navy 
in any staff corps is considered to have the same total commissioned 
service for the purpose of the preceding sections of this chapter as the 
officer in his corps described in subsection (a) having the maximum 
total commissioned service who— 

(1) has not lost numbers or precedence; and 
(2) [is, or at any time has been,] has been continuously junior 
to the other officer for the purposes of eligibility for promotion 
and selection for promotion during that other officer’s latest 
period of continuous service on the active list. 
* * * * * 


O 


* * * * * 
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Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. 2436] 


together with 
INDIVIDUAL VIEWS 


The Committee on Rules and Administration, having had under 
consideration the revision of the present provisions of law relating 
to Federal elections, reports favorably a committee bill (S. 2436) 
to revise the Federal election laws, to prevent corrupt practices in 
Federal elections, and for other purposes, and recommends that the 
bill do pass. 

1. COMMITTEE ACTION. The reported bill is the result of a 
comprehensive study made by the Committee on Rules and Admin- 
istration in executive session. In the course of its deliberations, the 
committee considered the present state of the Federal election law 
and a series of legislative proposals. S. 2436 is reported by unanimous 
decision of the committee. 

2. CONSTITUTIONAL FOUNDATIONS OF THE POWER OF 
CONGRESS TO LEGISLATE IN MATTERS OF ELECTIONS. 

2.1. Sources. The following provisions of the Constitution deter- 
mine and circumscribe the power of Congress to legislate on the sub- 
ject of Federal elections: 


Article I, Section 2.—The House of Representatives shall 
be composed of Members chosen every second year by the 
people of the several States, and the Electors in each State 
shall have the qualifications requisite for electors of the most 
numerous branch of the State Legislature. 

Amendment XVII.—The Senate of the United States shall 
be composed of two Senators from each State, elected by the 
people thereof, for six years; and each Senator shall have 
one vote. The electors in each State shall have the qualifica- 
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tions requisite for electors of the most numerous branch of 
the State Legislatures. * * * 

Article II, Section 1, Clause 2—Each State shall appoint, 
in such manner as the Legislature thereof may direct, a num- 
ber of electors, equal to the whole number of Senators and 
Representatives to which the State may be entitled in the 
Congress: but no Senator or Representative, or person hold- 
ing an office of trust or profit under the United States, shall 
be appointed an Elector. 

Article I, Section 4.—The times, places and manner of 
holding elections for Senators and Representatives, shall be 
prescribed in each State by the Legislature thereof; but the 
Congress may at any time by law make or alter such regula- 
tions, except as to the places of choosing Senators. 

Article I, Section 8, Clause 18.—To make all laws which 
shall be necessary and proper for carrying into execution the 
foregoing Powers, and all other powers vested by this Con- 
stitution in the Government of the United States, or in any 
Department or Officer thereof. 

Article I, Section 5.—Each House shall be the Judge of 
the elections, returns, and qualifications of its own Mem- 
eS . 

Amendment JI.—Congress shall make no law * * * 
abridging the freedom of speech, or of the press; or the right 
of the people peaceably to assemble, and to petition the gov- 
ernment for a redress of grievances. 


2.2. Interpretation. In the domain of elections, the Constitution 
explicitly introduces the principle of checks and balances and mutu- 
ally restricts the Congress and the State legislatures. 

It leaves it to the States to determine the qualifications of electors 
voting for congressional candidates and the manner of appointing 
presidential and vice-presidential electors. Furthermore, the Con- 
stitution makes the States primarily responsible for laws relating to 
the times, places, and manner of elections for Senators and Rep- 
resentatives. 

On the other hand, Congress is given the power, at any time, to make 
or alter such laws. Only the change of places of choosing Senators is 
left outside of congressional jurisdiction. Moreover, Congress is given 
the exclusive power to judge the elections, returns, and qualifications 
of its Members. In addition, the ‘“‘necessary and proper clause’’ places 
at the disposal of Congress the fullness of legislative means to make 
effective the grant of specific powers (McCulloch v. Maryland, 4 
Wheat. 316). 

In the net result, the analysis of relevant constitutional provisions 
shows that Congress possesses a wide range of authority to regulate 
Federal elections. Aside from the powers reserved in this field to the 
States, only the first amendment would prevent Congress from estab- 
lishing regulations that would infringe on the right of free speech and 
assembly. It is the sense of the committee that the reported bill is 
fully within the legislative grant of the Constitution. 

3. HISTORICAL OUTLINE OF FEDERAL ELECTION LAWS. 

3.1. Early legislation. The first comprehensive Federal statute 
dealing with corruption in elections was adopted in 1870, when the 
Enforcement Act (16 Stat. 44) outlawed every type of fraudulent and 
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corrupt practice in connection with elections, specifically forbidding 
false registration, bribery, illegal voting, making false returns of votes 
cast, interference in any manner with officers of election, and the 
neglect by any such officer of any duty required of him by State or 
Federal law. These laws were held invalid, in part, as applied to 
municipal elections in United States v. Reese (92 U.S. 214 (1876)), 
but were otherwise found to be a constitutional exercise of the au- 
thority conferred by the Constitution with respect to the election of 
Members of Congress. Ex Parte Siebold (100 U.S. 371 (1880)). 
Despite these rulings of the Supreme Court, Congress in 1894 (28 Stat, 
36) repealed almost all of the provisions of the Enforcement Act. 

3.2. Developments from 1907. A new period in the history of Fed- 
eral regulations of national elections began in 1907 when Congress 
passed the Tillman Act, prohibiting national banks and corporations 
from making contributions in connection with Federal elections (34 
Stat. 814). From that time on, campaign finances stood in the fore- 
front of Federal election legislation. In 1910 Congress enacted a 
comprehensive statute which required all interstate political com- 
mittees to report campaign contributions and expenditures, identify- 
ing as to their source all contributions of $100 or more and all ex- 
penditures of $10 or more. All other persons making direct expendi- 
tures in an amount exceeding $50 were also required to submit such 
statements. Substantial penalties were provided for the violation 
of the act. 

In subsequent years, the statute of 1910 was amended, and in 1925 
Congress passed the Corrupt Practices Act, which, with its amend- 
ments, constitutes the major part of the material of the existing Fed- 
eral law dealing with campaign finances. The Tillman Act of 1907, 
in its original form, was included in the Corrupt Practices Act. But, 
in 1944, the War Labor Disputes Act extended the prohibition of 
1907 to include certain financial activities by labor unions. This 
amendment was made permanent by the Labor Management Relations 
Act of 1947, and the prohibition was further extended to apply to cam- 
paign expenditures, primary elections, and political conventions or 
caucuses held to select candidates for elective Federal office. 

In 1939, Congress enacted “‘An Act to prevent pernicious political 
activities,’ which was designed primarily to prohibit active participa- 
tion in politics by Federal employees and the use of relief funds for 
political purposes (the Hatch Act). In 1940 certain provisions of 
that act were extended to include State and local employees paid in 
whole or in part from Federal funds. As passed, the later act included 
provisions limiting annual political contributions by individuals to 
$5,000 to any one political committee or in behalf of any candidate or 
in connection with any campaign for Federal election, and limiting 
interstate political committees to a maximum of $3 million in con- 
tributions or expenditures in any 1 year. 

4. THE EXISTING FEDERAL LAW ON THE SUBJECT OF 
CAMPAIGN FINANCES. The Federal Corrupt Practices Act of 
1925 was enacted as title III, sections 301-318, of “An Act reclassify- 
ing the salaries of postmaster and employees of the postal service, 
readjusting their salaries and compensation on an equitable basis, 
increasing postal rates to provide for such readjustment, and for other 
purposes.”’ [See par. 10.1.1., note 1, below (p. 14).] 
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Subsequently, the Corrupt Practices Act was split into two parts. 
Sections 310-313 were repealed and enacted into positive law as sec- 
tions 597, 599, and 610 of title 18, United States Code. The remain- 
ing sections of the Corrupt Practices Act appear as sections 241-248 
and 252-255 of title 2, United States Code, which has not yet been 
enacted into positive law. Hereinafter these portions of the Corrupt 
Practices Act are cited by the original section numbers followed for 
the sake of convenience by a reference to title 2, United States Code. 

The Hatch Political Activities Act of 1939—‘‘An Act to prevent 
pernicious political activities’”—was enacted August 2, 1939 (Public 
Law 252, 76th Cong.), and was subsequently amended several times. 
In the present state of the law, the original sections of the Hatch Act 
have become sections 594, 595, 598, 600, 601, 604, 605, 608, 609, and 
611 of title 18, United States Code, and appear as sections 118i, 118k, 
118k—-1, 118k-2, 118k-3, 118], 118m, and 118n of title 5, United States 
Code. 

In addition, sections 591, 602, and 612 of title 18, United States 
Code, relate to regulation of elections. 

5. PHILOSOPHY OF THE EXISTING LAW. The existing law 
rests on the theory that undisclosed and unregulated financing of 
political campaigns will lead to “the corrupt use of money to affect 
elections” (Burroughs and Cannon v. United States, 290 U.S. 548). 
Beginning with the Tillman Act of 1907, this idea has been the corner- 
stone of existing law. 

Equally common to the entire body of Federal election law, past 
and present, is the thought that the prohibition of certain contribu- 
tions, limitations on campaign contributions and expenditures, as 
well as public disclosure of the sources and the transfer of campaign 
pom will prevent the improper use of money to influence election 
results. 

6. PHILOSOPHY OF S. 2436. S. 2436 shares with the existing 
law its basic theories and its remedies. Still there is some difference 
in the emphasis on certain aspects of disclosure. While the existin 
law establishes the principle of public disclosure on the nationa 
level, S. 2436 lays special stress on the availability of information as 
to campaign financing not only on the national, but also on the local 
level. [See par. 9.3.2.2 below.] 

7. SHORTCOMINGS OF THE EXISTING LAW. It is generally 
recognized that the existing law displays serious shortcomings. Some 
have developed with the passage of time and are due to changes in 
the cost of services and the rise of prices. Others, however, are 
inherent in its formulations. 

(a) Obsolete limitations on spending.—Thus, the limitations on 
allowable campaign spending by candidates for congressional offices, as 
well as the limitations on contributions and expenditures of interstate 
political committees, were understandable in terms of price levels as 
they existed in 1925. If at the time there were honest differences of 
opinion as to the desirability of such limitations, there an was 
no dispute that the ceilings imposed stood in some reasonable relation 
to reality. Since then, however, the economic conditions of the 
country have changed to a degree that the limitations of the existing 
law can no longer be considered realistic. 
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(b) Inadequacy of reporting requirements.—The reporting re- 
quirements of the existing law are both too onerous and too lax. Four 
reports are required to be filed by political committees in nonelection 
years and six such reports (or more if there is also a special election) 
during election years (sec. 305(a)/2 U.S.C. 244(a)). [See par. 9.3.3 
below.] Equally onerous is the requirement that receipts for con- 
tributions or expenditures in the amount of $10 or more should be 
kept by the treasurer of a political committee (sec. 303(c)/2 U.S.C. 
242(c)). This cutoff amount obviously belongs to a superseded epoch 
of the country’s economy. It is on a par with the antiquated limita- 
tions on campaign contributions which have been mentioned under (a). 

At the same time, the reporting requirements of the existing law are 
not sufficiently specific. [See par. 9.3.4.1 below.] 

(c) Inadequacy of publicity provisions.—Existing law, despite 
its professed philosophy that corrupt election practices can be cured or 
prevented by full disclosure of campaign financing, fails to provide 
for a wide dissemination of reports dealing with campaign contribu- 
tions and expenditures. According to present law these reports are to 
be filed with the Clerk of the House. and by senatorial candidates also 
with the Secretary of the Senate. [See par. 9.3.2.1 below.] It is 
obvious that in these circumstances only through the media of the 
press can the public at large be sufficiently informed about the sources 
and the volume of campaign financing. At present, only the repre- 
sentatives of the press have easy access to campaign reports filed with 
the mentioned officers of the Congress. Even so, the existing law fails 
to require that these officers permit the copying of reports by modern 
mechanical means. At present, in fact, it happens that even com- 
mittees of the Senate are not allowed, without special permission of the 
Speaker of the House, to have these reports photostated. 

8. THE STRUCTURE AND PURPOSE OF S. 2436. The bill is 
designed to remedy the inadequacies of the existing law. This pur- 
pose would be accomplished by the following means: 

(a) By repeal of the Corrupt Practices Act, 1925, as amended, 
and the substitution therefor of a new law (title I and title II 
of S. 2436); and 

(6) by amending sections 591, 608, 609, and 612 of title 18, 
United States Code (title III, S. 2436). 

9. TOPICAL DIGEST OF S. 2436. 

9.1. Definitions. The existing election law incorporates a set of 
definitions. They appear both in section 302 of the Corrupt Practices 
Act, 1925 (2 U.S.C. 241) and in title 18 of the United States Code 
(18 U.S.C. 591). In both cases the language of the definitions is 
identical, with one minor exception in the definition of the term 
“person.” [See following subparagraph.) The terms defined are— 

(1) Election; (2) candidate; (3) political committee; (4) con- 
tribution; (5) expenditure; (6) person; and (7) State. 

Additionally, the Corrupt Practices Act defines “Clerk” and 
“Secretary” as meaning Clerk of the House of Representatives and 
Secretary of the Senate of the United States, respectively. 

S. 2436 re-enacts the definition of the existing law, with only a few 
changes. Sections 102 and 301 of S. 2436 identically change the 
existing definitions. 
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9.1.1. Definitions left unchanged by S. 2436. The bill re-enacts 
without change the existing definitions of the terms: (1) “election,” 
(2) “political committee,” and (3) “person.” 

(1) Election. The term includes general and special elections, but 
excludes primaries and conventions of political parties. 

(2) Political committee. The term includes committees accepting 
contributions or making expenditures in order to influence or to 
attempt to influence the election of congressional candidates or presi- 
dential or vice-presidential electors in two or more States. The term 
also includes committees operating in one State if they are branches 
or subsidiaries of a national committee, association, or organiza- 
tion. But duly organized State or local committees of political parties 
are not within the definition. 

(3) Person. The term “person” includes individuals, but extends 
to any organization or group of persons. This definition is nearly 
identical with that contained in 1 U.S.C. 1. Like the latter, the 
definition in 18 U.S.C. 591 includes also the term “whoever.”’ 

9.1.2. Definitions changed by S. 2436. The bill changes the existin 
definitions of the terms: (1) “candidate,” (2) “contributions an 
expenditures,” and (3) “State.” 

(1) Candidate. The existing definition refers only to congressional 
candidates (Senator, Representative, Resident Commissioner). S. 2436 
broadens the term by including presidential and vice presidential 
candidates. The significance of this change is limited to the extent 
that S. 2436 expressly exempts presidential and vice presidential 
candidates from the reporting provisions of the Act. 

(2) Contributions and expenditures. The existing law actually does 
not define these terms. The statute simply enumerates a set of 
included activities and transactions. However, in the case of ‘‘con- 
tribution” the enumeration begins with the words “gift”? and “sub- 
scription” while the enumeration under “expenditure” begins with 
“payment” and “distribution.”” The difference points to the diction- 
ary definition of the two terms, otherwise the list of transactions is 
identical. S. 2436 adds to these lists: “transfer of funds between 
committees.” 

(3) State. The existing definition does not mention the District 
of Columbia but includes “territory and possession of the United 
States.” The legal status of the District of Columbia presents diffi- 
cult problems. It was decided in Hepburn v. Ellzey (2 Cr. 445 [1805]) 
that the District is not a State within the meaning of the diversity 
of citizenship clause of article II1. On the other hand, the District 
has been held to be a “State” under a treaty regulating inheritance 
of property within the “States of the Union” (DeGeofroy v. Riggs, 
133 U.S. 258 [1890]). In 1940 Congress overruled Hepburn v. Elilzey 
and the statute was upheld by a five-to-four decision (National Mutual 
Insurance Co. v. Tidewater Transfer Co., Inc., 337 U.S. 582 [1949]). 
Three Justices held that the statute was within the legislative power 
of Congress under article I, section 8, clause 17 of the Constitution 
while two Justices held that Hepburn v. Ellzey was erroneously 
decided. 

In view of these conflicting interpretations, it is doubtful whether 
the District of Columbia is within the Corrupt Practices Act, 1925. 
It is not helpful that election laws ought to be liberally construed. 
The doubt remains. 
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It is the sense of the committee that the inclusion of the District 
of Columbia in the definition of State would settle the question and 
make it clear that a committee operating in one of the States of the 
Union and in the District of Columbia is an interstate committee 
subject to the regulatory provisions of the Federal election law, 
especially to its reporting provisions. 

With the admission of Alaska and Hawaii to statehood, incorpo- 
rated Territories ceased to exist. There are, however, three unincor- 
porated Territories: Puerto Rico, Guam, and the Virgin Islands. 
Only Puerto Rico has a Resident Commissioner in Congress. It is 
the sense of the committee that the definition of State ought to 
specify the Commonwealth of Puerto Rico by name. 

9.1.3. Definitions omitted by S. 2436. The bill omits the definition 
of the terms “Clerk” and “Secretary” (sec. 302 (g) and (h)/2.U.S.C. 
241). When mentioned in the bill, they are referred to as the Clerk 
of the House of Representatives and the Secretary of the Senate. 

9.2. Organization of political committees and accounting. The 
bill re-enacts the existing law on that subject but provides for addi- 
tional requirements and makes some change in the order of the 
provisions. 

9.2.1. Election of officers and activity. The right of a political 
committee to begin its activity is dependent on the election of a 
chairman and treasurer (sec. 303(a)/2 U.S.C. 242(a); S. 2436: 201(a)). 

S. 2436 adds the additional requirement that no expenditure shall 
be made without the authorization of the chairman or treasurer (sec. 
201 (a)). 

9.2.2. Reporting of contributions to treasurer. Persons receiving 
contributions for a political committee shall render a detailed account 
(name and address of contributor and date of contribution) of such 
receipts to the treasurer at his demand or within 5 days of receipt 
(sec. 304/2 U.S.C. 243). 

S. 2436 adds the requirement that committee funds be kept separate 
from any personal funds and be deposited in a special account (sec. 
201(b)). 

9.2.3. Accounts and duties of the treasurer. The treasurer shall— 

(1) Demand reports from persons receiving contributions for 
the committee. [See preceding subparagraph of this report 
(9.2.2.).] 

(2) Keep a detailed account of— 

(A) All contributions made to or for the committee, and 

(B) All expenditures made by or for the committee. 

Every entry shall include name and address of contributor 
[person to whom expenditure is made] and date of contribu- 
tion [expenditure] (sec. 303(b)/2 U.S.C. 242(b); S. 2436: 
201(c)). 

(3) Obtain and keep receipted, itemized bills of every expendi- 
ture exceeding $10 (sec. 303(c)/2 U.S.C. 242(e); S. 2436: 201(d)). 

S. 2436 changes the cut-off amount from $10 to $100 (S. 2436: 
201(d)). 

(4) Preserve the financial records of the committee. (See par. 
9.4. below.) 

It is also the duty of the treasurer of a political committee to file 
the committee’s reports. In this regard, S. 2436 reenacts the provi- 
= of the existing law (sec. 308/2 U.S.C. 247 and sec. 202(a) of 

. 2436). 


59004°—59 SS. Rept., 86-1, vol. 4—— 61 








8 FEDERAL ELECTIONS ACT OF 1959 


9.2.4. Changes in the order of provisions. In the existing law the 
provisions dealing with the organization of political committees and 
accounting are stated in two sections (sec. 303/2 U.S.C. 242 and 
sec. 304/2 U.S.C. 243). 

S. 2436 fuses the entire subject in section 201. 

More than a formal rearrangement of material is involved. Section 
302(c) of the existing law requires that the treasurer keep the records 
specified by subsections (b) and (c) (accounts and receipted bills) for 
a certain period of time. This seems to exclude accounts rendered 
by persons collecting contributions, which are regulated by section 304. 
By merging these provisions in one section, S. 2436 makes it clear 
that all records shall be preserved. 

9.3. Reporting of campaign contributions and expenditures. As 
stated in paragraph 5 above, disclosure of campaign financing is one 
of the cornerstones of the existing law. Reporting is chosen as a 
means of insuring disclosure. In this S. 2436 follows the posture of 
the existing law but makes a sustained effort to make disclosure more 
complete. 

9.3.1. Persons filing reports. Under the existing law, reports are 
to be filed by— 

(1) political committees (sec. 305/2 U.S.C. 244); 

(2) congressional candidates (Senators, Representatives, Resi- 
dent Commissioners] (sec. 307/2 U.S.C. 246); and 

(3) persons not within the first category making direct ex- 
penditures (i.e., not by way of contributions to political com- 
mittees) of $50 or more within a calendar year to influence an 
election of congressional candidates in two or more States (sec. 
306/2 U.S.C. 245). This category is not limited to individuals. 
See definition of “‘person” (sec. 302(f)/2 U.S.C. 241(f)). 

S. 2436 retains reporting by political committees and congressional 
candidates, but omits category (3) (secs. 202 and 203). The elimi- 
nation of category (3) is achieved by the repeal of the Corrupt Prac- 
= Act (sec. 213) and the lack of a corresponding provision in the 

Presidential and vice-presidential candidates are specifically exempt 
from reporting (sec. 203(a)). 

9.3.2. Recipients of reports. 

9.3.2.1. The scheme of the existing law. Under the existing law: 

(A)(1) political committees (sec. 305(a)/2 U.S.C. 244(a)), and 

(2) candidates for Representative and Resident Commissioner 
file their reports with the Clerk of the House of Representatives 
(sec. 305(a)/2 U.S.C. 244(a) and sec. 307(a)/2 U.S.C. 246(a)); and 

(B) candidates for Senator 
file their reports with the Secretary of the Senate (sec. 307(a)/2 U.S.C. 
246(a)). 

In other words, the Clerk of the House of Representatives receives 
reports from— ; 

(1) political committees, and 
(2) candidates for Representative and Resident Commissioner. 

The Secretary of the Senate receives reports from candidates for 
Senator. 

9.3.2.2. The scheme of S. 2436. 

(a) General. S. 2436 deviates considerably from this scheme. In 
order to insure wider dissemination of information regarding money 
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involved in political campaigns, the bill provides for filing copies of 
reports with different officials. 

In this connection it seems particularly important that such in- 
formation should be readily available on the local level. Accordingly, 
the bill provides that copies of all reports be filed with clerks of U.S. 
district courts (sec. 202(a) and sec. 203(a)). However, in States 
where the secretary of state or other State official is authorized to 
perform the duties required of the clerk of the U.S. district court under 
the bill, such copy should be filed with State officials instead (sec. 
207(b)). [See par. 9.6. below as to the duties of the court clerk.] 

(b) Detailed analysis. Under S. 2436 the Clerk of the House of 
Representatives is the chief recipient of the reports. All originals go 
to him (sec. 202(a) and sec. 203(a)). 

In short, all political committees and all congressional candidates 
file the originals of their reports with the Clerk of the House of Repre- 
sentatives. 

In addition, all political committees and all candidates file copies 
of their reports with the clerk of the appropriate district court. In 
the case of candidates the appropriate court is that of the district of 
residence, in the case of political committees that of the district where 
the principal office of the committee is located (sec. 203(a) (p. 8, 
lines 14-15) and sec. 202(a) (p. 5, lines 20-22)). 

Furthermore, political committees supporting candidates for Presi- 
dent, Vice President, or Senator as well as candidates for Senator 
shall file a copy of their reports with the Secretary of the Senate 
(sec. 202(d) and sec. 203(a)). 

Finally, the treasurer of a political committee shall transmit a 
copy of his report to each candidate on whose behalf the committee 
received contributions or made expenditures. 

9.3.3. Number of reports and time of filing. 

9.3.3.1. Political committees. The existing law requires the filing 
of four reports each year. In election years additional reports are to 
be filed. The regular yearly reports are due— 

(A) between the Ist and the 10th of— 
(1) March, 
(2) June, and 
(3) September, and 

(B) on the Ist of January. 

The election-year reports are due— 

(1) between the 10th and 15th day next preceding an election, 
and 

(2) on the fifth day next preceding such election. The reports 
are to be complete as of the day next preceding date of filing 
(sec. 305(a)/2 U.S.C. 244(a)) 

For this rather complicated scheme the bill substitutes a much 
simpler one. 

S. 2436 reduces the regular yearly reports trom four to two. They 
are due semiannually complete as of— 

(1) June 30, and 
(2) December 31. 

The election-year reports are due as of— 

(1) the 10th day next preceding the date of an election, and 
(2) as of the 30th day following an election (sec. 202(a) (p. 5, 
line 21, p. 6, line 2)). 
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In each instance there is a 3-day period of grace provided for filing 
(sec. 202(a) (p. 6, lines 2-4)). 

9.3.3.2. Congressional candidates. Under the existing law and 
under the bill candidates file reports only during election years. 

Under the existing law the reports are due— 

(1) between the 15th and the 10th day before the date of elec- 
tion, and 

(2) 30 days after such election. 

The reports to be complete as of the day next preceding date of filing. 
(Sec. 307(a)/2 U.S.C. 246(a).) 

Under the bill the reports shall be complete as of— 

(1) the 10th day next preceding the date of election in which 
the filer is a candidate, and 

(2) the 40th day following such election. 

(Sec. 203(a) (p. 9, lines 5-8).) 

In each instance there is a 3-day period of grace provided for filing 
(sec. 203(a) (p. 9, lines 9-10)). 

9.3.3.3. Additional election-year reports. Two additional election 
reports would be required unless special elections were held. In this, 
S. 2436 is in accord with existing law. 

9.3.4. Requirements relating to the content of reports. 

9.3.4.1. Reports by political committees. S. 2436 places special 
emphasis on the establishment of a detailed system of reporting. 
Thus, the reports of political committees must contain— 

(1) The amount of cash at beginning of reporting period; 

(2) Name and address of each contributor to or for such com- 
mittee in the aggregate amount or value, within the calendar year, 
of $100 or more, except transfers of funds to or from political 
committees or candidates; 

(3) Total sum of individual contributions made to or for such 
committee during the calendar year and not stated under 
paragraph (2). 

(4) Name and address of each political committee or candi- 
date from which the committee received any transfer of funds; 

(5) Total sum of all contributions made to or for such com- 
mittee during the calendar year; 

(6) Name and address of each person to whom an expenditure 
has been made by such committee of the aggregate amount or 
value, within the calendar year, of $100 or more, and the purpose 
of each expenditure; 

(7) Total sum of all expenditures made by such committee dur- 
ing the calendar year and not stated under paragraph (6); 

(8) Name and address of each political committee or candidate 
to which the committee made any transfer of funds; and 

(9) Total sum of expenditures made by such committee during 
the calendar year (sec. 202(a)). 

By comparison, the respective requirements of the existing law— 
section 305(a)/2 U.S.C. 244(a)—are much less specific and compre- 
hensive. Thus, the existing law contains no provisions which cor- 
respond to requirements (1), (4), and (8). Experience has shown 
that the failure to require the listing of transfers of funds between 
committees as separate items—(4) and (8) above—tends to make 
reports unintelligible and to obscure the entire picture of campaign 
financing. 
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In the provision corresponding to (6), the existing law has $10. 
The bill changes the amount to $100 to bring it in accord with the 
prevailing level of costs and prices. 

The reports of political committees shall be cumulative during the 
calendar year of reporting and the report as of December 31 shall 
cover the entire calendar vear. In this, S. 2436 re-enacts existing law 
(sec. 202 (b) and (c). Cf. sec. 305 (b) and (c)/2 U.S.C. 244 (b) and 
(c)). 

9.3.4.2. Reports by congressional candidates. The existing law 
requires that the reports of congressional candidates shall contain— 

(1) an itemized account of contributions received personally 
or by others with the candidate’s consent; 

(2) similarly, an itemized account of expenditures, except 
that only a total sum of assessment levied by State law and speci- 
fied personal expenses shall be stated; 

(3) promises or pledges of appointments, etc., to public or 
private position. 

(Sec. 307(a)/2 U.S.C. 246(a).) 

On the other hand, S. 2436 requires instead that the candidate’s 
report contain the same information as prescribed for reports of polit- 
ical committees, including amounts expended from his own funds 
(sec. 203(a) (p. 8, line 20, p. 9, line 2)). 

The existing law provides that the candidate’s reports be cumulative 
and that the first report contain a statement based on the record 
of the proper State official “stating the total number of votes cast for 
all candidates for the office the candidate seeks, at the general election 
next preceding the election at which he is a candidate.” This latter 
information controls the amount a candidate is permitted to spend 
[see par. 9.7 below] (sec. 307(b) and (c)/2 U.S.C. 246 (b) and (c). 

S. 2436 re-enacts these provisions (sec. 203 (b) and (c).) 

In addition, S. 2436 makes it the duty of every congressional candi- 
date “to make every reasonable effort to ascertain what political 
committees” and other organizations support his candidacy by 
means of— 

“(1) publication of advertisements in newspapers or other 
periodicals, 

(2) publication of pamphlets or circulars, 

““(3) providing printed material, 

(4) radio or television broadcasting, or 

(5) providing billboards or posters.” 

The candidate shall file with his reports a list of such committees 
and organizations, the list to be cumulative (sec. 203(d)(2)). The 
listing of supporting organizations shall not be construed as a rati- 
fication on the part of the candidate, and at his option he may repu- 
diate any such organization (sec. 203(d)(3)). 

9.3.5. Formal requirements on filing reports. The existing law 
requires that all reports be verified by oath or affirmation by the filer 
(the treasurer of a political committee or the candidate) (sec. 308(a)/2 
U.S.C. 247(a)). S. 2436 re-enacts this provision (sec. 204(1)). 

Under the terms of the existing law a report is properly filed when 
deposited in an established post office within the prescribed time, 
stamped, registered, and addressed to the prescribed recipient. In 
case of nonreceipt a duplicate shall be filed on notice by addressee 
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(sec. 308(b)/2 U.S.C. 247). S. 2436 re-enacts these provisions, adding 
delivery to recipient as proper filing (sec. 204(2)). 

9.4. Time of preservation of records. Under the existing law— 

(1) the treasurer of a political committee shall preserve all 
receipted bills and accounts for at least 2 years (sec. 303(c)/2 
U.S.C. 242(e)). 

(2) the recipient of reports shall preserve such reports for a 
period of 2 years from the date of filing (sec. 308(c)/2 U.S.C. 
247(c)). 

Under the provisions of S. 2436— 

(1) the treasurer of a political committee shall preserve all 
receipted bills and accounts for a period of 2 years (sec. 201(d)). 

(2) the recipient of reports shall preserve such reports for a 
period of 6 years from the date of receipt (sec. 205(1) [Clerk of 
the House of Representatives and Secretary of the Senate] and 
sec. 206(2) [clerk of a U.S. district court]), and 

(3) the filer of a report shall keep a copy of such report for a 
period of 1 vear (sec. 204(3)). 

9.5. Duties of the Clerk of the House of Representatives and the 
Secretary of the Senate. The existing law provides that these officials 
keep reports filed with them as a part of the public records of their 
office for a period of 2 years (sec. 308(c)/2 U.S.C. 247). 

ae 2436 enumerates their duties with greater precision. They 
shall— 

(1) preserve reports filed with them for a period of 6 years, 

(2) make such reports available to public inspection, 

(3) make such reports available within 24 hours of receipt, and 

(4) permit the copying of reports by manual and mechanical 
means at the request of any person at his expense (sec. 205). 

9.6. Duties of clerks of the U.S. district courts. The existing law 
makes no reference to these officers. Under the provisions of S. 2436, 
their duties are the same as those of the Clerk of the House of Repre- 
sentatives and the Secretary of the Senate (see preceding subpara- 
graph) (sec. 206). 

9.7. Limitations on expenditures by congressional candidates. 
S. 2436 raises the limitations on campaign expenditures by con- 
gressional candidates to realistic levels. Alternative ceilings are pro- 
vided in the following manner: A candidate for Senator or 
Representative at large may spend the amount of $50,000 and a 
candidate for Representative or Resident Commissioner the amount 
of $12,500, or in a general or special election ‘an amount equal to 
the higher of the following: 

“(A)(i) the amount obtained by multiplying 20 cents by the 
total number, not in excess of 1 million, of votes cast in the last 
general election for all candidates for the office which the candi- 
date seeks, plus (ii) the amount obtained by multiplving 10 cents 
by the total number of such votes in excess of 1 million; or 

“(B)(i) the amount obtained by multiplying 20 cents by the 
total number, not in excess of 1 million, of persons registered to 
vote in the general election for the office which the candidate 
seeks, plus (ii) the amount obtained by multiplying 10 cents by 

the total number of such persons in excess of 1 million” (sec. 
207 (a) and (b)). 
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By comparison, the existing law allows $10,000 for a candidate for 
a Senator and $2,500 for a candidate for a Representative and Resident 
Commissioner; and, alternatively, an amount obtained by multiplying 
3 cents by the total number of votes cast at the last general election 
for all candidates for the office which the candidate seeks, but not to 
exceed $25,000 in the case of candidates for the Senate and $5,000 for 
Representative or Resident Commissioner (2 U.S.C. 248 (a), (b)). 

The existing law excludes from these limitations assessments levied 
by the State and specified personal expenses (sec. 309/2 U.S.C. 248(c)). 
S. 2436 re-enacts this exemption (sec. 207(c)). 

9.8. General penalties for violations. Violations of the Corrupt 
Practices Act (see par. 10.1, note 1) and of the functionally identical 
provisions of S. 2436 (title II) are punishable by fine up to $1,000 or 
imprisonment up to a period of 1 year, or both. Willful violations 
are punishable by fine up to $10,000 or imprisonment up to 2 years, 
or both (sec. 314/2 U.S.C. 252 and S. 2436: sec. 208). 

9.9. Expenses of election contests. Contributions or expenditures 
for proper legal expenses in contesting an election are neither within 
the existing law nor within S. 2436 (sec. 315/2 U.S.C. 253 and S. 2436: 
sec. 209). 

9.10. Effect on State laws. The existing law does not annul, and 
does not exempt any candidate from complying with, State laws re- 
lating to the nomination or election of candidates unless directly in- 
consistent with the Federal statute (sec. 316/2 U.S.C. 254). At the 
same time, the existing law provides that if the limitations on campaign 
spending by congressional candidates are lower under State law than 
under the Federal statute, the State law controls, and exceeding of 
State limitations is made a Federal offense (sec. 309(b)/2 U.S.C. 
248(b)). 

S. 2436 re-enacts the general principle of the existing law. But, in 
order to avoid uncertainty and to make explicitly clear the change in 
legislative policy, the bill adds the proviso that the Federal ceilings on 
campaign spending by congressional candidates shall fully supersede 
any such limitations of the State law 

9.11. Limitation on financial aid to candidates or political commit- 
tees. The existing law sets no overall limitation on the number of 
contributions to candidates and political committees within 1 calendar 
year or in connection with any campaign for nomination or election, 

ut limits each such contribution to a maximum of $5,000. This 
limitation does not apply to contributions made to or by a State or 
local committee or other State or local organization or to similar com- 
mittees or organizations in the District of Columbia or in any Terri- 
tory or possession of the United States (18 U.S.C. 608(a)). S. 2436 
amends this subsection only insofar as it replaces the phrase “any 
territory” by “the Commonwealth of Puerto Rico” (sec. 302 (p. 17, 
line 23)). 

9.12. Purchases inuring to the benefit of candidates or political 
committees. The existing law prohibits the purchase of any goods, 
the proceeds of which would inure to the benefit of the candidate or 
political committee. This prohibition, however, does not apply to 
purchases and sales transacted by a candidate in the course of his 
usual and known business, trade, or profession (18 U.S.C. 608(b)). 

S. 2436 re-enacts the provisions of the existing law, but adds the 
proviso that the prohibition shall not apply to purchases and sales 
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by candidates and committees of campaign pins, buttons, and similar 
materials where the price of each article does not exceed $5, and that 
it does not apply to purchases from political committees of any goods, 
advertising, or articles sold by such committees on a nonprofit basis 
(sec. 302, amending 18 U.S.C. 608(b)). 

9.13. Maximum contributions to and expenditures by interstate 
political committees. Under the existing law, no political committee 
is permitted to receive contributions or to make expenditures in an 
amount exceeding $3 million in any calendar year (18 U.S.C. 609). 
The inadequacies of the ceilings established by the existing law are 
stated in the beginning of paragraph 7 of this report. The $3 million 
limitation has proven as unrealistic as the others. 

S. 2436 repeals the $3 million ceiling and establishes for political 
committees operating in two or more States a ceiling limited by “the 
amount obtained by multiplying 20 cents by the highest number of 
voters casting votes for all candidates for the office of Presidential 
elector in any one of the last three elections for that office” (sec. 303, 
amending 18 U.S.C. 609). 

Like the ceiling of the existing law, the formula of contributions 
and expenditures adopted by 3S. 2436 is not an overall limitation. 
In either case, the law would not preclude the organization of new 
committees if existing committees had reached the permissible limits. 

In the light of the existing definition of the term “political com- 
mittee” (18 U.S.C. 591) the reference to “political committee’”’ in 18 
U.S.C. 609 of the existing law includes intrastate committees which 
are branches or subsidiaries of a national organization. By contrast, 
the language of section 609 proposed by S. 2436 in referring to 
“political committee operating in two or more States” would exclude 
such intrastate committees. 

9.14. Partial invalidity. S. 2436 contains the usual severability 
clause in section 211. 

9.15. Repealing clause. S. 2436 repeals the Corrupt Practices Act, 
1925, and all other inconsistent enactments (sec. 212). For the scope 
of the Corrupt Practices Act, 1925, see paragraphs 4 and 10.1, note 1 
of this report. 

9.16. Effective date. The provisions of S. 2436 come into force on 
January 1, 1960. 

10. PROPOSED CHANGES IN EXISTING LAW. In compli- 
ance with clause 4 of rule XXIX of the Standing Rules of the Senate, 
changes in existing law made by the bill, as reported, are shown as 
follows (matter proposed to be retained is printed in roman, matter 
proposed to be repealed is enclosed in black brackets, and new lan- 
guage proposed to be inserted is printed in italic). 

10.1. Law repealed and substituted. 

10.1.1. Federal Corrupt Practices Act, 1925,asamended. Repealed 
by section 212 of S. 2436. 

Note 1.—The Federal Corrupt Practices Act was enacted as 
title III, sections 301-318, of ‘‘An Act reclassifying the salaries of 
postmaster and employees of the postal service, readjusting their 
salaries and compensation onan equitable basis, increasing postal 
rates to provide for such readjustment, and for other purposes’’, 


approved February 28, 1925 (Public Law 506, 65th Cong.). Title 
III was amended June 25, 1943 (Public Law 79, 78th Cong.), June 
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20, 1947 (Public Law 101, 80th Cong.), June 25, 1948 (Public Law 
772, 80th Cong.), and October 31, 1951 (Public Law 248, 82d Cong.). 

Note 2.—Sections 310-313 have been repealed and enacted into 
positive law as part of title 18, United States Code. They are not 
shown among those sections of the Corrupt Practices Act which 
would be repealed by S. 2436 as reported. 


(TITLE III.—FEDERAL CORRUPT PRACTICES ACT, 1925 


[Sec. 301. Crration. (43 Stat. 1070; 2 U.S.C., sec. 256.) 

[Src. 301. This title may be cited as the “ Federal Corrupt Practices 
Act, 1925.” 

[Sec. 302. Dertnitions. (43 Stat. 1070; 2 U.S.C., sec. 241.) 

[Sec. 302. When used in this title— 

[(a) The term “election” includes a general or special election, but 
does not include a primary election or convention of a political party; 

[(b) The term ‘candidate’? means an individual whose name is 
presented at an election for election as Senator or Representative in, 
or Delegate or Resident Commissioner to, the Congress of the United 
States, whether or not such individual is elected; 

[(c) The term “‘political committee” includes any committee, as- 
sociation, or organization which accepts contributions or makes ex- 
penditures for the purpose of influencing or attempting to influence 
the election of candidates or presidential and vice presidential electors 
(1) in two or more States, or (2) whether or not in more than one 
State if such committee, association, or organization (other than a 
duly organized State or local committee of a political party) is a 
branch or subsidiary of a national committee, association, or organiza- 
tion; 

[(d) The term “contribution” includes a gift, subscription, loan, 
advance, or deposit, of money, or anything of value, and includes a 
contract, promise, or agreement, whether or not legally enforceable, 
to make a contribution; 

[(e) The term “expenditure” includes a payment, distribution, 
loan, advance, deposit, or gift, of money, or anything of value, and 
includes a contract, promise, or agreement, whether or not legally en- 
forceable, to make an expenditure; 

[(f) The term “person’”’ includes an individual, partnership, com- 
mittee, association, corporation, and any other organization or group 
of persons; 

[(g) The term “Clerk” means the Clerk of the House of Representa- 
tives of the United States; 

[(h) The term “Secretary” means the Secretary of the Senate of the 
United States; 

[(i) The term “State” includes Territory and possession of the 
United States. 

[Sec. 303. CHAIRMAN AND TREASURER OF PotiticaAL CoMMITTEE: 
Duties as To ConrrisuTions: AccouNTS AND Receipts. (43 Stat. 
1071; 2 U.S.C., sec. 242.) 

[Sec. 303. (a) Every political committee shall have a chairman 
and a treasurer. No contribution shall be accepted, and no expendi- 
ture made, by or on behalf of a political committee for the purpose of 
influencing an election until such chairman and treasurer have been 
chosen 
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[(b) It shall be the duty of the treasurer of a political committee 
to keep a detailed and exact account of— 

[(1) All contributions made to or for such committee; 

[(2) The name and address of every person making any such 
contribution, and the date thereof; 

[(3) All expenditures made by or on behalf of such committee; 
and 

[(4) The name and address of every person to whom any such 
expenditure is made, and the date thereof. 

[(c) It shall be the duty of the treasurer to obtain and keep a re- 
ceipted bill, stating the particulars, for every expenditure by or on be- 
half of a political committee exceeding $10 in amount. The treasurer 
shall preserve all receipted bills and accounts required to be kept 
by this section for a period of at least two years from the date of the 
filing of the statement containing such items. 

[Sec. 304. Accounts or ContrinutTions REcEIveD. (43 Stat. 
1071; 2 U.S.C., sec. 243.) 

[Src. 304. Every person who receives a contribution for a political 
committee shall, on demand of the treasurer, and in any event within 
five days after the receipt of such contribution, render to the treasurer 
a detailed account thereof, including the name and address of the 
person making such contribution, and the date on which received. 

[Sec. 305. Statements By TREASURER FILED WiTH CLERK OF 
Hovust oF REPRESENTATIVES. (43 Stat. 1071; 2 U.S.C., sec. 244.) 

[Src. 305. (a) The treasurer of a political committee shall file with 
the Clerk between the Ist and 10th days of March, June, and Septem- 
ber, in each year, and also between the 10th and 15th days, and on the 
5th day, next preceding the date on which a general election is to be 
held, at which candidates are to be elected in two or more States, and 
also on the Ist day of January, a statement containing, complete as 
of the day next preceding the date of filing— 

[(1) The name and address of each person who has made a 
contribution to or for such committee in one or more items of the 
aggregate amount or value, within the calendar year, of $100 or 
more, together with the amount and date of such contribution; 

[(2) The total sum of the contributions made to or for such 
committee during the calendar year and not stated under para- 
graph (1); 

[(3) The total sum of all contributions made to or for such 
committee during the calendar year; 

[(4) The name and address of each person to whom an ex- 
penditure in one or more items of the aggregate amount or value 
within the calendar year of $10 or more has been made by or on 
behalf of such committee, and the amount, date, and purpose of 
such expenditure; 

[(5) The total sum of all expenditures made by or on behalf of 
such committee during the calendar year and not stated under 
paragraph (4); 

[(6) The total sum of expenditures made by or on behalf of 
such committee during the calendar year. 

[(b) The statements required to be filed by subdivision (a) shall 
be cumulative during the calendar year to which they relate, but where 
there has been no change in an item reported in a previous statement 
only the amount need be carried forward. 
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[(c) The statement filed on the Ist day of January shall cover the 
preceding calendar year. 

[Sec. 306. Starements py OTHERS THAN PouitTicAL COMMITTEE 
Fitep Wits CLerK or Hous: or REPRESENTATIVES. (43 Stat. 1072; 
2 U.S.C., sec. 245.) 

[Sec. 306. Every person (other than a political committee) who 
makes an expenditure in one or more items, other than by contribution 
to a political committee, aggregating $50 or more within a calendar 
year for the purpose of influencing in two or more States the election 
of candidates, shall file with the Clerk an itemized detailed statement 
of such expenditure in the same manner as required of the treasurer 
of a political committee by section 305. 

[Sec. 307. SraTeMENTs BY CANDIDATES FOR SENATOR, REPRESENT- 
ATIVE, DELEGATE, OR RESIDENT CoMMISSIONER Fitep WitH SEcRE- 
ARY OF SENATE AND CLERK OF House oF REPRESENTATIVES. (43 
Stat. 1072; 2 U.S.C., sec. 246.) 

[Sec. 307. (a) Every candidate for Senator shall file with the 
Secretary and every candidate for Representative, Delegate, or Resi- 
dent Commissioner shall file with the Clerk not less than ten nor 
more than fifteen days before, and also within thirty days after, the 
date on which an election is to be held, a statement containing, com- 
plete as of the day next preceding the date of filing— 

[(1) A correct and itemized account of each contribution 
received by him or by any person for him with his knowledge or 
consent, from any source, in aid or support of his candidacy for 
election, or for the purpose of influencing the result of the election 
together with the name of the person who has made such con- 
tribution; 

[(2) A correct and itemized account of each expenditure made 
by him or by any person for him with his knowledge or consent 
in aid or support of his candidacy for election, or for the purpose 
of influencing the result of the election, together with the name 
of the person to whom such expenditure was made; except that 
only the total sum of expenditures for items specified in sub- 
division (c) of section 309 need be stated; 

[(3) A statement of every promise or pledge made by him or 
by any person for him with his consent, prior to the closing of 
the polls on the day of the election, relative to the appointment 
or recommendation for appointment of any person to any public 
or private position or employment for the purpose of procuring 
support in his candidacy, and the name, address, and occupation 
of every person to whom any such promise or pledge has been 
made together with the description of any such position. If no 
such promise or pledge has been made, that fact shall be spe- 
cifically stated. 

[(b) The statements required to be filed by subdivision (a) shall 
be cumulative, but where there has been no change in an item re- 
ported in a previous statement only the amount need be carried 
forward. 

[(c) Every candidate shall inclose with his first statement a report, 
based upon the records of the proper State official stating the total 
number of votes cast for all candidates for the office which the candi- 
date seeks, at the general election next preceding the election at which 
he is a candidate. 
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(Sec. 308. Statements; VERIFICATION; Fininc; PRESERVATION; 
InsPpecTION. (43 Stat. 1072; 2 U.S.C., sec. 247.) 

[Src. 308. A statement required by this title to be filed by a can- 
didate or treasurer of a political committee or other person with the 
Clerk or Secretary, as the case may be— 

[(a) Shall be verified by the oath or affirmation of the person filing 
such statement taken before any officer authorized to administer oaths; 

[(b) Shall be deemed properly filed when deposited in an estab- 
lished post office within the prescribed time, duly stamped, registered, 
and directed to the Clerk or Secretary at Washington, District of 
Columbia, but in the event it is not received, a duplicate of such state- 
ment shall be promptly filed upon notice by the Clerk or Secretary of 
its nonreceipt; 

[(c) Shall be preserved by the Clerk or Secretary for a period of 
two years from the date of filing, shall constitute a part of the public 
records of his office, and shall be open to public inspection. 

[Sec. 309. Limitation Upon Amount oF ExpEeNpDITURES BY CANDI- 
DATE. (43 Stat. 1073; 2 U.S.C., sec. 248.) 

[Sec. 309. (a) A candidate, in his campaign for election, shall not 
make expenditures in excess of the amount which he may lawfully 
make under the laws of the State in which he is a candidate, nor in 
excess of the amount which he may lawfully make under the provisions 
of this title. 

[(b) Unless the laws of his State prescribe a less amount as the 
maximum limit of campaign expenditures, a candidate may make 
expenditures up to— 

[(1) The sum of $10,000 if a candidate for Senator, or the 
sum of $2,500 if a candidate for Representative, Delegate, or 
Resident Commissioner; or 

[(2) An amount equal to the amount obtained by multiplyin 
three cents by the total number of votes cast at the last genera 
election for all candidates for the office which the candidate seeks, 
but in no event exceeding $25,000 if a candidate for Senator or 
$5,000 if a candidate for Representative, Delegate, or Resident 
Commissioner. 

[(c) Money expended by a candidate to meet and discharge any as- 
sessment, fee, or charge made or levied upon candidates by the laws 
of the State in which he resides, or expended for his necessary per- 
sonal, traveling, or subsistence expenses, or for stationery, postage, 
writing, or printing (other than for use on bill boards or in news- 
papers) for distributing letters, circulars, or posters, or for telegraph 
or telephone service, shall not be included in determining whether his 
expenditures have exceeded the sum fixed by paragraph (1) or (2) 
of subdivision (b) as the limit of campaign expenses of a candidate. 

* * * * * * * 


[Sec. 314. Genera PENALTIES FoR VIOLATIONS. (43 Stat. 1074; 
2 U.S.C., sec. 252.) 

[Sec. 314. (a) Any person who violates any of the foregoing provi- 
sions of this title, except those for which a specific penalty is imposed 
by sections 312 and 313, shall be fined not more than $1,000 or 
imprisoned not more than one year, or both. 

f(b) Any person who willfully violates any of the foregoing pro- 
visions of this title, except those for which a specific penalty is imposed 
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by sections 312 and 313, shall be fined not more than $10,000 and 
imprisoned not more than two years. 

Sec. 315. Expenses or Erection Contests. (43 Stat. 1074; 2 
US.C., sec. 253.) 

[Sec. 315. This title shall not limit or affect the right of any person 
to make expenditures for proper legal expenses in contesting the re- 
sults of an election. 

[Sec. 316. Srare Laws Nor Arrscrep. (43 Stat. 1074; 2 U.S.C., 
sec. 254.) 

[Sec. 316. This title shall not be construed to annul the laws of any 
State relating to the nomination or election of candidates, unless 
directly inconsistent with the provisions of this title, or to exempt any 
candidate from complying with such State laws. 

(Sec. 317. Partiat Invauipity. (43 Stat. 1074; 2 U.S.C., sec. 

255.) 
(Sec. 317. If any provision of this title or the application thereof 
to any person or circumstance is held invalid, the validity of the 
remainder of the Act and of the application of such provisions to 
other persons and circumstances shall not be affected thereby. 

[Sec. 318. Repeauine ciauses. (43 Stat. 1074.) 

[Sec. 318. The following Acts and parts of Acts are hereby re- 
pealed: The Act entitled ‘An Act providing for publicity of contribu- 
tions made for the purpose of influencing elections at which Repre- 
sentatives in Congress are elected,” approved June 25, 1910 (chapter 
392, Thirty-sixth Statutes, page 822), and the Acts amendatory 
thereof, approved August 19, 1911 (chapter 33, Thirty-seventh Stat- 
utes, page 25), and August 23, 1912 (chapter 349, Thirty-seventh 
Statutes, page 360); the Act entitled “An Act to prevent corrupt 
practices in the election of Senators, Representatives, or Delegates in 
Congress,” approved October 16, 1918 (chapter 187, Fortieth Stat- 
utes, page 1013); and section 83 of the Criminal Code of the United 
States, approved March 4, 1909 (chapter 321, Thirty-fifth Statutes, 
page 1088). 

Sec. 319. Errective pate. (43 Stat. 1074.) 

[Sec. 319. This title shall take effect thirty days after its enact- 
ment. 

[Approved, February 28, 1925.] 

10.1.2. Titles I and [I of S. 2436. 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as 
the ‘Federal Elections Act of 1959’’. 


TITLE I—TABLE OF CONTENTS AND DEFINITIONS 


TABLE OF CONTENTS 


Sec. 101. This Act is divided into titles and sections according to the 
following table of contents: 
TABLE OF CONTENTS 
Titre I—Tapre or Contents AND DEFINITIONS 


Sec. 101. Table of contents. 
Sec. 102. Definitions. 
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Tirte I[I]1—Campaicn PRacrices 


. Organization of political committees. 

. Reports by political committees. 

Sec. 208. Reports by candidates. 

Sec. 204. Formal requirements on filing reports and statements. 

Sec. 205. pains ©, the Clerk of the House of Representatives and the Secretary of 
the Senate. 

Sec. 206. Duties of clerks of United States district courts. 

Sec. 207. Limitations upon amount of expenditures. 

Sec. 208. General penalties for violations. 

Sec. 209. Expenses of election contests. 

Sec. 210. Effect on State laws. 

Sec. 211. Partial invalidity. 

Sec. . Repealing clause. 


Tirte I[1I—AMENDMENTS TO CRIMINAL CopDE 


. Definitions. 
Sec. 802. Financial aid to candidates or political committees and prohibition of 
cerlain purchases. 
Sec. 308. Maximum contributions to and expenditures by interstate political com- 
mittees. 
. 804. Publication or distribution of election materials. 
















Tirte |1V—Errecrive Dare 





Sec. 401. Effective date. 





DEFINITIONS 


Sec. 102. As used in this title and title II, unless the context clearly 
indicates otherwise— 

(1) The term “election” vneludes a general or special election, but 
does not include a primary election or convention of a political party; 

(2) The term ‘‘candidate” means an individual whose name is pre- 
sented at an election for election as President or Vice President, or 
Senator or Representative in, or Resident Commissioner to, the Congress 
of the United States, whether or not such individual is elected; 

(3) The term “political committee” includes any committee, associa- 
tion, or organization which accepts contributions or makes expenditures 
for the purpose of influencing or attempting to influence the election of 
candidates or presidential and vice presidential electors (1) in two or 
more States, or (2) whether or not in more than one State if such com- 
mittee, association, or organization (other than a duly organized State or 
local committee of a political party) 1s a branch or subsidiary of a national 
committee, association, or organization; 

(4) The term “contribution” includes a gift, subscription, loan, 
advance, or deposit, of money, or anything of value, or transfer of funds 
between committees, and includes a contract, promise, or agreement, 
whether or not legally enforcible, to make a contribution; 

(5) The term “expenditure” includes a payment, distribution, loan, 
advance, deposit, or gift, of money, or anything of value, or transfer of 
funds between committees, and includes a contract, promise, or agreement, 
whether or not legally enforcible, to make an expenditure; 

(6) The term ‘‘person” includes an individual, partnership, com- 
mittee, association, corporation, and any other organization or group of 
persons; and 

(7) The term “State” includes the Commonwealth of Puerto Rico, any 
possession of the United States, and the District of Columbia. 
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TITLE II—CAMPAIGN PRACTICES 
ORGANIZATION OF POLITICAL COMMITTEES 


Sec. 201. (a) Every political committee shall have a chairman and a 
treasurer. No contribution shall be accepted, and no expenditure made, 
by or on behalf of a political committee for the purpose of influencing an 
election until such chairman and treasurer have been chosen. No expend- 
iture shall be made for or on behalf of a political committee without the 
authorization of its chairman or treasurer. 

(6) Every person who receives a contribution for a political committee 
shall, on demand of the treasurer, and in any event within five days after 
the receipt of such contribution, render to the treasurer a detailed account 
thereof, including the name and address of the person making such con- 
tribution, and the date on which received. It shall be the duty of the 
treasurer to see to it that all contributions received by or for a committee 
shall be kept separate from any personal funds and deposited in a special 
account. 

(c) It shall be the duty of the treasurer of a political committee to keep 
a detailed and exact account of— 

(1) all contributions made to or for such committee; 

(2) the name and address of every person making any such con- 
tribution, and the date thereof; 

(3) all expenditures made by or on behalf of such committee; and 

(4) the name and address of every person to whom any such 
expenditure is made, and the date thereof. 

(d) It shall be the duty of the treasurer to obtain and keep a receipted 
bill, stating the particulars, for every expenditure by or on behalf of a 
political committee exceeding $100 in amount. The treasurer shall 
preserve all recetpted bills and accounts required to be kept by this section 
for a period of two years from the date of the filing of the statement con- 
taining such items. 


REPORTS BY POLITICAL COMMITTEES 


Sec. 202. (a) The treasurer of a political committee shall file reports 
of receipts and expenditures with the Clerk of the House of Representa- 
tives, on forms to be prescribed by him, and shall transmit a copy of such 
reports (except as provided in section 206(b)) to the clerk of the United 
States district court for the district in which the principal office of the com- 
mittee is located. Such reports shall be filed, complete as of June 30 
and December 31 of each year, and as of the tenth day next preceding the 
date on which an election is to be held, and as of the thirtieth day following 
an election, with respect to which contributions were received or expendi- 
tures made by such committee. In each instance reports shall be filed not 
later than the third day following the reporting date as above provided. 
Each report shall contain— 

(1 9 amount of cash on hand at the beginning of the reporting 
period; 

(2) the name and address of each person who has made a con- 
tribution to or for such committee in one or more items of the aggre- 
gate amount or value, within the calendar year, of $100 or more, 
together with the amount and date of such contribution; and for the 
purposes of this paragraph the term “‘contribution’’, as used herein, 
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shall not include transfers of funds to or from political committees 
or candidates; 

(3) the total sum of individual contributions made to or for such 
committee during the calendar year and not stated under paragraph 
(2); 

(4) the name and address of each political committee or candidate 
from which the committee recewed any transfer of funds, together with 
the amounts and dates of all such transfers; 

(5) the total sum of all contributions made to or for sch com- 
mittee during the calendar year; 

(6) the name and address of each person to whom an expenditure 
has been made by such committee in one or more items of the aggregate 
amount or value, within the calendar year, of $100 or more, and the 
amount, date, and purpose of such expenditure; 

(7) the total sum of all expenditures made by such committee, 
during the calendar year and not stated under paragraph (6); 

(8) the name and address of each political committee or candidate 
to which the committee made any transfer of funds, together with the 
amounts and dates of all such transfers; and 

(9) the total sum of expenditures made by such committee during 
the calendar year. 

(6) The reports required to be filed by subsection (a) shall be cumulative 
during the calendar year to which they relate, but where there has been no 
change in an item reported in a previous report only the amount need be 
carried forward. 

(c) The report required to be filed as of December 31 shall cover the 
entire calendar year. 

(d) In the case of political committees supporting candidates for Pres- 
ident, Vice President, or Senator, a copy of the report filed with the Clerk 
of the House of Representatives under subsection (a) shall be filed with the 
Secretary of the Senate. 

(e) Whenever any report is filed by the treasurer of any political 
committee pursuant to subsection (a), such treasurer at the same time shali 
transmit a true and correct copy of such report to each candidate on whose 
behalf such report reflects any contribution received, or any expenditure 
made, by such political committee. 


REPORTS BY CANDIDATES 


Src. 203. (a) Every candidate, except a candidate for President or 
Vice President, shall file with the Clerk of the House of Representatives, 
on a form to be prescribed by him, reports of receipts and expenditures 
and shall transmit a copy thereof to the Secretary of the Senate if a 
candidate for Senator, and (except as provided in section 206(b)) to the 
clerk of the United States district court for the district in which the candi- 
date resides. Such reports shall be complete as of the tenth day next 
preceding the date on which an election for the office for which he is a 
candidate is to be held, and as of the fortieth day following such election, 
and in each instance shall be filed not later than the third day following 
the reporting date. Such reports shall contain a correct and itemized 
detailed report of contributions received and expenditures made by him in 
aid or support of his candidacy for election, or for the purpose of influenc- 
ing the result of the election, in the same manner as required of the 
treasurer of a political committee by section 202, including amounts 
expended from his own funds. 
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(b) The reports required to be filed by subsection (a) shall be cumu- 
lative, but where there has been no change in an item reported in a previous 
report, only the amount need be carried forward. 

(c) Every candidate shall enclose with his first report a statement, 
based upon the records of the proper State ee a giving the total number 
of votes cast for all candidates for the office which the candidate seeks 
(or the number of persons registered to vote), in the election required to 
be used as a basis for the computation under section 207(b)(2). 

(d)(1) It shall be the duty of every candidate to make every reasonable 
effort to ascertain what political committees or other committees, associ- 
ations, or organizations in his State or district are supporting his 
candidacy by means of (1) publication of advertisements in newspapers 
or other pervodicals, (2) publication of pamphlets or circulars, (8) pro- 
viding printed material, 7) radio or television broadcasting, or (5) pro- 
viding billboards or posters. 

(2) The candidate shall enclose with the reports required to be ‘led 
by subsection (a) a list of the names of all such committees, associations, 
or organizations, together with the names and addresses of their chairmen 
and treasurers. Such lists shall be cumulative. 

(3) The listing of committees, associations, and other organizations 
and their officers provided for in paragraph (2) shall not be construed 
as a ne by the candidate of any action by them and the candidate 
may at his option note in any such report a repudiation of the support of 
any such committee, association, or other organization. 


FORMAL REQUIREMENTS ON FILING REPORTS AND STATEMENTS 


Sec. 204. The reports and statements required by this title to be filed 
by a condidate or by a treasurer of a political committee with the Clerk of 
the House of Representatives and the copies thereof required to be filed 
with the Secretary of the Senate, and (eubject to the provisions of section 
206(b)) with the clerk of the United States district court— 

(1) shall be verified by the oath or affirmation of the person filing 
such report or statement, taken before any officer authorized to 
administer oaths; 

(2) shall be deemed properly filed when delivered to the specified 
recipient, or when deposited in an established post office within the 

rescribed time, duly stamped, registered, and properly addressed, 

t in the event it 1s not received, a duplicate of such report or state- 
ment shall be promptly filed upon notice of rts nonreceipt by the 
officer with whom it is required to be filed; and 

(3) a copy shall be preserved by the person filing it for a period 
of one year from the date of filing. 


DUTIES OF THE CLERK OF THE HOUSE OF REPRESENTATIVES AND THE 
SECRETARY OF THE SENATE 


Sec. 205. It shall be the duty of the Clerk of the House of Representa- 
tives and of the Secretary of the Senate— 
(1) to preserve the reports and statements filed under this title for 
a period of six years from the date of receipt; 
(2) to make such reports and statements available for public in- 
spection during regular office hours; 
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(3) to make such reports and statements available for such ins pec- 
tion within twenty-four hours of their receipt by them; and 

(4) to permit copying of any such report or statement by hand 
or by duplicating machine, as requested by any person, at the ez- 
pense of such person. 


DUTIES OF CLERKS OF UNITED STATES DISTRICT COURTS 


Szc. 206. (a) It shall be the duty of the clerks of United States dis- 
trict courts— 

(1) to receive and maintain in an orderly manner all reports and 
statements required by this Act to be filed with such clerks; 

(2) to maintain such reports and statements for public inspection 
for a period of six years from the date of receipt; 

(3) to make such reports and statements available for public in- 
spection during regular office hours; 

(4) to make available for public inspection each report and state- 
ment within twenty-four hours of its receipt; and 

(5) to permit copying of any such report or statement by hand or 
by duplicating machine, as requested by any person, at the expense 
of such person. 

(6) In States where the secretary of state or other State official is 
authorized to perform the duties specified in this section, the filing of 
reports and statements under this title shall be with such State official in 
lieu of the filing with the clerk of the United States district court. 


LIMITATIONS UPON AMOUNT OF EXPENDITURES 


Src. 207. (a) A candidate for Senator or Representative in, or Resi- 
dent Commissioner to, the Congress of the United States, in his campaign 
for election, shall not make expenditures in excess of the amount which 
he may lawfully make under the provisions of this title. 

(6) A candidate, in his campaign for election (treating special and 
general elections as separate for the purposes of this limitation), may 
make expenditures up to— 

(1) the sum of $50,000 if a candidate for Senator or Representa- 
tive at Large, or the sum of $12,500 if a candidate for Representative 
or Resident Commissioner; or 

(2) an amount equal to the higher of the following: 

(A) (i) the amount obtained by multiplying 20 cents by the 
total number, not in excess of one million, of votes cast in the 
last general election for all candidates for the office which the 
candidate seeks, plus (ii) the amount obtained by multiplying 
10 cents by the total number of such votes in excess of one 
million; or 

(B)(i) the amount obtained by multiplying 20 cents by the 
total number, not in excess of one million, of persons registered 
to vote in the general election for the office which the candidate 
seeks, plus (ii) the amount obtained by multiplying 10 cents by 
the total number of such persons in excess of one million. 

(c) Money erpended by a candidate to meet and discharge any assess- 
ment, fee, or charge made or levied upon candidates by the laws of the 
State in which he resides, or expended for his necessary personal, travel- 
ing, or subsistence expenses, or for stationery, postage, writing, or print- 
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ing (other than for use on billboards or in newspapers), for distributin 
letters, circulars, or posters, or for telegraph or telephone service, shall 
not be included in determining whether his expenditures have exceeded 
the sum fixed by paragraph (1) or (2) of subdivision (b) as the limit of 
campaign expenses of a candidate. 


GENERAL PENALTIES FOR VIOLATIONS 


Sec. 208. (a) Any person who violates any of the provisions of this 
title shall be fined not more than $1,000 or imprisoned not more than 
one year, or both. 

(b) Any person who willfully violates any provision of this title shall 
be fined not more than $10,000 and imprisoned not more than two years. 


EXPENSES OF ELECTION CONTESTS 


Sec. 209. This Act shall not limit or affect the right of any person to 
make contributions or expenditures for proper legal expenses in contesting 
the results of an election. 


EFFECT ON STATE LAWS 


Sec. 210. This Act shall not be construed to annul, or to exempt any 
candidate from complying with, the laws of any State relating to the 
nomination or election of candidates, unless such laws are directly incon- 
sistent with the provisions of this Act: Promded, That the limitations on 
expenditures prescribed in section 207 shall supersede any such limitations 
prescribed in State laws which differ therefrom. 


PARTIAL INVALIDITY 


Sec. 211. If any provision of this Act or the application thereof to any 
person or circumstance is held invalid, the validity of the remainder of 
the Act and of the application of such provision to other persons and 
circumstances shall not be affected thereby. 


REPEALING CLAUSE 


Sec. 212. The Federal Corrupt Practices Act, 1925, and all other 
Acts or parts of Acts inconsistent herewith are repealed. 


10.2 Title 18, United States Code. (See note 2, p. 15.] The 
amendments made by title III of S. 2436. 
§ 591. Definitions. 

When used in sections 597, 599, 602, 608, 609, [and] 610[.] and 
612 of this title— 

(1) The term “election” includes a general or special election, but 
does not include a primary election or convention of a political party; 

(2) The term “candidate” means an individual whose name is pre- 
sented at an election for election as President or Vice President or 
Senator or Representative in, [or Delegate] or Resident Commis- 
sioner to, the Congress of the United States, whether or not such 
individual is elected; 

(3) The term “political committee” includes any committee, asso- 
ciation, or organization which accepts contributions or makes expendi- 
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tures for the purpose of influencing or attempting to influence the 
election of candidates or presidential and vice presidential electors 
(1) in two or more States, or (2) whether or not in more than one State 
if such committee, association, or organization (other than a duly 
organized State or local committee of a political party) is a branch or 
subsidiary of a national committee, association, or organization; 

(4) The term “contribution” includes a gift, subscription, loan, 
advance, deposit, of money, or anything of value, or transfer of funds 
between committees, and includes a contract, promise, or agreement to 
make a contribution, whether or not legally enforceable; 

(6) The term “expenditure” includes a payment, distribution, loan, 
advance, deposit, or gift, of money, or anything of value, or transfer of 
funds between committees. and includes a contract, promise, or agree- 
ment to make an expenditure, whether or not legally enforceable; 

(6) The term “person” or the term ‘‘whoever” includes an indi- 
vidual. partnership, committee, association, corporation, and any 
other organization or group of persons; 

(7) The term “State’’ includes [Territory and] the Commonwealth 
of Puerto Rico any possession of the United States[.], and the District 
of Columbia. 


§ 608. Limitations on political contributions and purchases. 


(a) Whoever, directly or indirectly, makes contributions in an aggre- 
gate amount in excess of $5,000 during any calendar year, or in con- 
nection with any campaign for nomination or election, to or on behalf 
of any candidate for an elective Federal office, including the offices of 
President of the United States and Presidential and Vice Presidential 
electors, or to or on behalf of any committee or other organization 
engaged in furthering, advancing, or advocating the nomination or 
election of any candidate for any such office or the success of any 
national political party, shall be fined not more than $5,000 or im- 
prisoned not more than five years, or both. 

This subsection shall not apply to contributions made to or by 
a State or local committee or other State or local organization or to 
similar committees or organizations in the District of Columbia or 
[any Territory] in the Commonwealth of Puerto Rico or in any posses- 
sion of the United States. 

(b) Whoever purchases [or buys] any goods, commodities, ad- 
vertising, or articles of any kind or description, the proceeds of which, 
or any portion thereof, directly or indirectly inures to the benefit of 
or for any candidate [for an elective Federal office including the 
offices of President of the United States, and Presidential and Vice 
Presidential electors] or any political committee [or other political 
organization engaged in furthering, advancing, or advocating the 
nomination or election of any candidate for any such office or the 
success of any national political party] shall be fined not more than 
$5,000 or imprisoned not more than five years, or both: Provided, how- 
ever, That this subsection shall not apply to the purchase and sale by 
candidates and committees of campaign pins, buttons, and similar 
materials for prices not exceeding $5 per article: And provided further, 
That nothing in this subsection shall be construed to prohibit the purchase 
from any political committee of any goods, commodities, advertising, or 
articles sold by such political committees on a nonprofit basis, nor [This 
subsection J shall [not] it interfere with the usual and known business, 
trade, or profession of any candidate. 





FEDERAL ELECTIONS ACT OF 1959 yy 


(c) In all cases of violations of this section by [a partnership, 
committee, association, corporation, or other organization or grou 
of persons] any person other than an individual, any [the] officerEs4, 
director[s], or managing head[s] thereof who [knowingly and will- 
fully participate in] consents to such violation, shall be punished as 
herein provided. 

[(d) The term “contribution,” as used in this section, shall have 
the same meaning prescribed by section 591 of this title.] 


§ 609. Maximum contributions and expenditures. 


No political committee operating in two or more States shall receive 
contributions [aggregating more than $3,000,000] or make expendi- 
tures [aggregating more than $3,000,000 during] in any calendar 
year [.] in amounts greater than the amount obtained by multiplying 
20 cents by the highest number of voters casting votes for all candidates 
for the office of Presidential elector in any one of the last three elections 
for that office. 

For the purposes of this section, any contributions received and any 
expenditures made on behalf of any political committee with the 
knowledge and consent of the chairman or treasurer of such committee 
shall be deemed to be received or made by such committee. 

Any violation of this section by any political committee shall be 
deemed also to be a violation by the chairman and the treasurer of 
such committee and by any other person responsible for such viola- 
tion and shall be punishable by a fine of not more than $1,000 or 
imprisonment of not more than one year, or both; and, if the violation 
was willful, by a fine of not more than $10,000 or imprisonment of 
not more than two years, or both. 


§ 612. Publication or distribution of political statements. 


Whoever willfully publishes or distributes or causes to be published 
or distributed, or for the purpose of publishing or distributing the 
same, knowingly deposits for mailing or delivery or causes to be 
deposited for mailing or delivery, or, except in cases of employees of 
the Post Office Department in the official discharge of their duties, 
knowingly transports or causes to be transported in interstate com- 
merce any card, pamphlet, circular, poster, dodger, advertisement, 
writing, or other statement relating to or concerning any person who 
has publicly declared his intention to seek the office of President, or 
Vice President of the United States, or Senator or Representative in, 
or Delegate or Resident Commissioner to Congress, in a primary, 
general, or special election, or convention of a political party, or has 
caused or permitted his intention to do so to be publicly declared, 
which does not contain the names and addresses of the persons, associa- 
tions, committees, or corporations responsible for the publication or 
distribution of the same, and the names and addresses of the officers 
of each such association, committee, or corporation, shall be fined not 
more than $1,000 or imprisoned not more than one year, or both. 


10.3 Effective Date of Proposed Legislation. Title IV of S. 2436. 

Sec. 401. Titles I and II and the amendments made by title III shall 
take effect on January 1, 1960, but only with respect to contributions 
and expenditures made on and after such date; but nothing in this Act 
shall relieve any person from filing any statements or reports required 
under the law in force prior to the date of enactment of this Act. 











INDIVIDUAL VIEWS OF MR. HENNINGS AND MR. GREEN 


We are gratified that the Committee on Rules and Administration 
has reported out a clean elections bill and has authorized its intro- 
duction in the Senate. Twice before the Rules Committee acted on 
election legislation in the course of the last 4 years. The first time was 
in 1955 when the committee reported our first clean elections bill, 
and then again in 1957 when our second bill was reported. In those 
instances, however, the action of the committee was not unanimous, 
and in each case the decision to report was taken against a resolute 
minority vote. This time the committee was able to agree on a 
number of basic principles and the decision of the committee has 
been unanimous. 

Thus, the labors of the past studies and efforts have not been lost. 
In the arduous process of long, legislative debate, the committee 
finally succeeded in formulating a number of constructive proposals 
which, if they become law. will considerably improve our election 
practices. 

The reported bill goes a long way toward eliminating many of the 
malpractices which have arisen under the hopelessly outdated Corrupt 
Practices Act of 1925. The committee broadened the scope of report- 
ing required of candidates and political committees; widened the 
dissemination of information on campaign spending by requiring 
copies of reports to be filed on the local level; and raised the ceiling on 
permissible expenditures so that at last campaign issues could be 
adequately presented to the electorate. 

In spite of a sense of achievement that we feel in connection with 
the bill, there are three issues which we would have handled differently. 

In addition to its other shortcomings, the existing election law is 
too narrow in its scope. It deals only with general or special elections 
and does not include primaries and conventions of political parties. 
To our minds this omission cuts off information about an important 
phase of the national election process. 

Choosing candidates is equally as important as electing them. 
The fact that an election is the final stage in the formation of repre- 
sentative government gives it the appearance of greater significance. 
In reality, however, there obviously can be no democratic election 
without democratic nomination. The people are entitled to be fully 
informed about the conduct of both. So is Congress and so is the 
entire Nation. 

The position we take implies no imputation of any irregularities 
whatsoever. We simply wish to emphasize the philosophy of our 
law which is based on disclosure in matters affecting the Nation and 
on perpetual vigilance and supervision on the part of the people. 
Our political tradition insists that where there is lack of information 
there is ground for uneasiness which tends to weaken democratic 
society. 

We may add that, after the decision of the Supreme Court of the 
United States in United States v. Classic (313 U.S. 299 (1941)), the 
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inclusion of primaries within the purview of the statute does not raise 
constitutional questions. We deal, therefore, with legislative policy 
rather than with constitutional considerations. 

In advocating the inclusion of primaries, we do not suggest any 
interference of Congress with the local process of nomination. We 
simply say that the financial data connected with primaries should 
be made as readily available to the entire country as are facts con- 
nected with elections. 

We see the problem of intrastate committees in the same light. 
The experience of recent elections has shown how large intrastate 
committees can be and how much money they can spend in influencing 
public opinion. And yet the facts of the contributions they receive 
and the expenditures they make are not available to the country as 
a whole under the existing election law. Under the definition of 
“political committee’ the Corrupt Practices Act includes intrastate 
committees only if they are subsidiaries or branches of a national 
organization. [ven so, the existing definition excludes committees 
of national parties operating on a State or local level. 

We strongly feel that the new election law would be much strength- 
ened if the definition of “political committee” included all committees 
receiving contributions and making expenditures of a certain minimum 
amount of money. 

Finally, it is our opinion that the bill should include an overall 
limitation on individual campaign contributions. We believe that 
in a democracy such as ours no person should be permitted to influence 
an election by limitless campaign gifts. 

Yet, as it now stands, the bill follows the existing law which con- 
tains no such limitations. Section 08(a) of title 18 of the United 
States Code restricts contributions only with respect to any one 
candidate and any one political committee, but sets no limit on the 
number of such beneficiaries. To our thinking, an annual overall 
limitation of $10,000 for any single contributor would be both salutary 
and flexible enought to be practical. 

Tuomas C, HENNINGs, Jr. 
THEopoRE Francis GREEN. 














INDIVIDUAL VIEWS OF MR. MORTON AND 
MR. KEATING 


We are not satisfied with this bill because it excludes primary 
elections from any Federal regulation. It is a well-known fact that 
in approximately one-third of the States, success in the primary 
election is tantamount to success in the final election. Thus, the bill 
as reported out of committee deals with only a part of the problem, 
and falls far short of the purpose for which it was originally intended. 

Constitutionally the road is clear. The Supreme Court pointed 
the way for Federal regulation of primaries in 1941 in the case of 
United States v. Classic (313 U.S. 299). The Court held that primary 
elections were not within the exclusive jurisdiction of the several 
States, and that Congress had the authority to regulate primary 
elections to nominate candidates for election to Congress. The way 
was again cleared in 1947 when language was inserted in the Taft- 
Hartley Act prohibiting a labor union, corporation, or national bank 
from making any expenditure “in connection with any primary elec- 
tion or political convention or caucus.”’ 

The exemption from Federal law of primaries, conventions, and 
caucuses results in an inaccurate and distorted accounting of cam- 
paign practices. The whole story is never known. It places an 
unfair burden on those candidates who do encounter major opposition 
in the final election. Money spent corruptly or dishonestly in a 
primary could very well alter the result of the final election. This 
would defeat the very purpose of the bill. 

We do, however, recognize the tremendous difficulty in bringing 
out any legislation on this very controversial subject. History shows 
that the very nature of the subject tends to resist any change in the 
law. With the single exception of certain very limited laws applying 
in a single field (the political provisions of the Taft-Hartley Act of 
1947) there has been no change in the Federal election laws since 1925 
Revision and modernization is very much in order. 


Turuston B. Morton. 
KENNETH B. KEatTING. 
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Juty 23, 1959.—Ordered to be printed 


Mr. Atxorr, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 2308] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 2308) to validate certain extended oil and gas leases, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill, as amended, do pass. 

The reported measure comprises the text of S. 2308 as introduced 
by Senator Allott plus the text of the bill, S. 1272, sponsored by Sen- 
ator Anderson, to provide for the extension of certain oil and gas leases, 
as section 2. Section 3 was added upon the recommendation of the 
Department of the Interior. 

ommittee action was unanimous, and none of the executive agen- 
cies concerned has any objection to the amended measure. Public 
hearings were held on both S. 1272 and S. 2308, and all points of view 
were given full consideration by the committee. 


EXPLANATION OF THE BILL 


Section 1 of the amended bill would validate all parts of oil and gas 
leases extended by the Secretary of the Interior by reason of a partial 
assignment of lease filed for approval with the Secretary of the 
Interior on or before August 29, 1958. 

Section 2 of the amended bill is Senator Anderson’s S. 1272. It 
would provide that a holder of an oil and gas lease whose lease ex- 
pired on September 30, 1958, and who made a partial assignment 
during the last month of the lease term, shall be entitled to a 2-year 
extension, and the assignee of the leaseholder shall be entitled to a 
2-year extension of the lease on the assigned lands. Such 2-year 
extensions for both the assigned and retained portions of a lease are 
in accordance with existing law. (See 30 U.S.C. 187a.) 

Section 3 of the bill as amended would permit the Secretary of the 
Interior to contest leases, or bring cancellation proceedings, where 
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there is a question as to the validity of a lease or the qualifications 
of a person to hold an interest in the lease. 


NEED FOR LEGISLATION 


This proposed legislation affords relief in a limited sense to a limited 
number of oil and gas operators on the public domain; it does not 
amend or change the Mineral Leasing Act of February 25, 1920 (41 
Stat. 437), as amended. The bill will assist certain persons whose 
rights in Federal oil and gas leases are jeopardized, or in some cases 
abrogated, by reason of an abrupt change in administrative interpre- 
tation of existing law. Such persons will be irreparably damaged 
unless this bill becomes law. 

The need for this legislation came about as a result of the Solicitor’s 
opinion of June 4, 1957, and two subsequent opinions in the Franco 
Western Oil Company case; specifically, those of August 11, 1958, 
and August 29, 1958. 

With regard to the extension of leases by assignment under para- 
graph (6) of the act of July 29, 1954 (68 Stat. 585; 30 U.S.C. 187a), 
which amended section 30(a) of the Mineral Leasing Act, the ques- 
tion was raised as to whether a partial assignment filed and approved 
on the last day of the extended 5-year term of a noncompetitive lease 
would extend the segregated portions, both assigned and retained, of 
the lease for 2 years. The language in section 30(a) provides that— 


Notwithstanding anything to the contrary in section 30 
hereof, any oil or gas lease issued under authority of this Act 
may be assigned or subleased, as to all or part of the acreage 
included therein, subject to final approval by the Secretary 
and as to either a divided or undivided interest therein, to any 
person or persons qualified to own a lease under this Act, 
and any assignment or sublease shall take effect as of the first 
day of the lease nionth following the date of filing in the proper 
land office * * *. [Emphasis added.] 


The issue presented the Solicitor was whether a partial assignment 
of an undeveloped, noncompetitive oil and gas lease filed and approved 
on the last day of the extended 5-year term of a noncompetitive lease 
would extend the segregated portions of the lease for 2 years. 

The memorandum opinion of the Solicitor dated June 4, 1957, 
stated in part that— 


It is my opinion that such an approved assignment would 
effectively extend the term of the segregated portions of the 
lease for the reason that the last moment of the last day of 
the lease term would be instantaneous with the first moment 
of the effective date of the assignment. 


A reversal of this position, which had established the law and pro- 
cedure, came about in the following manner: 

L. N. Hagood, owner of an oil and gas lease in its extended 5-year 
term, filed an assignment of a portion of the lease on June 17, 1957, 
to Savoy Petroleum Corp. The lease expired June 30, 1957. The 
Director of the Bureau of Land Management, relying on the opinion 
of June 4, 1957, approved the assignment and held that the assignment 
effectively extended both the base lease and the assigned portion for 
2 years. An application by Franco Western Oil Co. filed for the 





VALIDATING CERTAIN OIL LEASE ASSIGNMENTS 3 


Hagood lease on the expiration date of the extended base lease was 
rejected by the Director of the Bureau of Land Management in 
accordance with the 1957 ruling. 

Franco Western Oil Co. appealed the ruling rejecting its application 
on the basis that section 30a of the Mineral Leasing Act provides that 
assignments may be made “‘subject to final approval by the Secretary” 
and that an assignment shall take effect as of the “first day of the 
lease month following date of filing of the assignment.” As previously 
stated, the lease in question expired June 30, 1957. In the Solicitor’s 
decision of August 11, 1958, it was held that since under the facts of 
this particular case there was no first day of a lease month after the 
date of filing of the assignment, the original lease and assignment 
could not have been considered as having been extended by the 
assignment of portion of the lease. Therefore, those leases that had 
been extended for 2 years on the basis of assignments filed in the 12th 
month of the 10th year of a lease were not properly extended. The 
case was dismissed and remanded to the Bureau of Land Management 
for appropriate action on the application of Franco Western Oil Co. 

On August 29, 1958, the Solicitor issued a supplemental opinion 
which validated all extensions made under the original decision of 
June 4, 1957, and ruled that the lease under question in the Franco 
Western Oil Co. case has been properly extended. The Department 
reasoning was to the effect that it should give future effect only to its 
ruling of August 11, 1958. 

It was pointed out in the testimony before the committee that 
literally hundreds of titles have been clouded by reason of the fore- 
going rulings. Testimony also highlighted the fact that almost a full 
year has elapsed since the second Franco Western decision of August 
29, 1958, and that most oil and gas attorneys agree that even if 
Interior’s actions are sustained on appeal in the courts, all of the 
benefits of the extensions granted by the Department will have been 
lost, in fact. 

Section 1 of this bill would remove the cloud from the title of those 
leases in time for the lessees to reap some of the benefits due them by 
the extension of their leases. The need is therefore urgent. 

Section 2 of the bill would provide relief for those persons who, after 
August 29, 1958, and before September 30, 1958, assigned leases or 
received assignments of leases expiring September 30, 1958, and who, 
after having such assignments rejected by the Bureau of Land Man- 
agement, exercised their right of appeal. 

The Solicitor’s opinions of August 11, 1958, and of August 29, 1958, 
were not published in the Federal Register. There is no requirement 
for such publication, in the Register or elsewhere. Testimony before 
the committee established the fact that the owners of leases had no 
normal way of knowing of these opinions so that they could have been 
put on timely notice that an assignment made during the last month 
of a lease would not be approved, as had been the rule prior to Franco 
Western I. Therefore, leaseholders who followed established pro- 
cedures and filed partial assignments in the 12th month of the 10th 
year of their leases were denied the 2-year extensions as provided by 
the Department’s opinion of June 4, 1957, interpreting the 1954 
amendment to the Mineral Leasing Act. Testimony before the com- 
mittee reveals that while, in most cases, appeals have been taken 
from the action of the Department in denying these extensions, legis- 
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lation is necessary to correct the situation and allow the lessees who 
appealed to receive the benefits they are entitled to. 

Had the Department circularized and publicized its reversal of its 
established interpretation of the law, there might be some reason to 

uestion the need for this legislation. At the committee hearing, 

epartment officials agreed that these opinions and rulings probably 
had not been publicized sufficiently widely to give lessees timely 
notice, although they were handled in the customary manner. The 
lessees acted in good faith and in accord with then established prac- 
tices and procedures. Since only a year remains in the assignments 
affected, relief is urgent. 

Section 3 of the bill was included at the request of the Department 
of the Interior to make certain that the Department will not be fore- 
closed from bringing contests or cancellation proceedings where there 
is reason to believe the holder of a lease, or an assignee of a lease, 
may be in violation of law or ineligible to hold a lease. 


REPORTS OF EXECUTIVE AGENCIES 


The reports of the Department of the Interior and the Bureau of 
the Budget on both S. 2308 and S. 1272 are set forth below: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., July 18, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular A ffairs, 
U.S. Senate, Washington, D.C. 

Dear Senator Murray: This is in reply to your request for the 
views of this Department on S. 2308, a bill to validate certain extended 
oil and gas leases. 

We would not object to the enactment of S. 2308. 

This bill would declare that all parts of any oil and gas lease issued 
under the Mineral Leasing Act of February 25, 1920, as amended 
(30 U.S.C. 180 et seq.), for which an extension has been granted by 
the Secretary of the Interior by reason of a partial assignment of that 
lease filed for approval with him on or before August 29, 1958, are 
validly extended. The bill also provides that nothing in its terms 
would prohibit the Secretary of the Interior from contesting the 
initial validity of a lease or qualifications of any person to hold an 
interest in that lease. 

Section 30(a) of the Leasing Act was amended by the act of July 
29, 1954 (68 Stat. 583, 585; 30 U.S.C., sec. 187a), to provide that: 

“Assignments under this section may also be made of parts of 
leases which are in their extended term because of any provision of 
this act. The segregated lease of any undeveloped lands shall con- 
tinue in full force and effect for 2 years and so long thereafter as oil 
or gas is produced in paying quantities.” 

This provision has required considerable interpretation by the 
Solicitor of this Department. 

In an opinion of June 4, 1957 (M-36443), it was held that the 
artial assignment of an undeveloped noncompetitive oil and gas 
ease which was filed and approved on the last day of the psa ar 
5-year term of that lease would extend the segregated lease for a 
further 2 years. On August 11, 1958, however, in the case of Franco 
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Western Oil Company (65 I.D. 316) the Solicitor reversed the earlier 
ruling, holding that a partial assignment during the last month of 
the lease term would not be approved under section 30(a). The 
reasoning behind this second decision was that the approval of the 
assignment would not be effective until the first day of the month 
following the expiration of the lease, and that, consequently, the lease 
would lapse before the assignment became effective. 

A later opinion on September 30, 1958, supplemented this ruling 
(65 I.D. 427). It held valid partial assignments made and filed for 
approval prior to the decision of August 11, 1958, and, in addition, 
held valid partial assignments made and filed for approval in the last 
month of the extended term of leases which were to expire on August 
31, 1958. The reasoning behind this supplemental opinion was that 
parties had been justified in relying upon the original opinion, and 
that the Franco Western decision should be given ne retroactive effect. 
It was stated in the opinion that it “has not been the practice of the 
Department to give its decision retroactive effect so as to disturb 
actions taken in other cases on an overruled interpretation of the 
law” (65 I.D. 428). 

S. 2308 would, in effect, merely be legislative confirmation of the 
Department’s opinion of September 30, 1958. Although we do not 
see that this legislation in necessary, we would not object to this 
method of removing any doubt that may exist as to the validity of 
leases extended on the basis of the Department’s decisions of June 4, 
1957, and of September 30, 1958. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Roacer Ernst, 
Assistant Secretary of the Interior. 





ExecuTIvE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupDGBsT, 
Washington, D.C., July 13, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
New Senate Office Building, Washington, D.C. 

My Dear Mr. CuarrMan: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 2308, a bill 
to validate certain extended oil and gas leases. 

The report which the Secretary of the Interior is submitting on this 
bill indicates that it would be merely legislative confirmation of a 
departmental opinion, and interposes no objection to this method of 
removing any doubt as to the validity of certain leases. 

This Bureau concurs and, accordingly, would have no objection to 
the enactment of S. 2308. 

Sincerely yours, 
Puitur S. HueuHes, 
Assistant Director for Legislative Reference. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., July 10, 1959. 

Hon. James E. Murray, 

Chairman, Committee on Interior and Insular Affairs, 

U.S. Senate, Washington, D.C. 

Dear Senator Murray: This is in reply to your request for the 
views of this Department on S. 1272, a bill to provide for the extension 
of certain oil and gas leases. 

We would not object to enactment of this bill. 

If S. 1272 were enacted, any party who held a lease issued under 
the Mineral Leasing Act of February 25, 1920, as amended (30 U.S.C. 
181 et seq.), or the Mineral Leasing Act for Acquired Lands (30 
U.S.C., sec. 351-359), which expired on September 30, 1958, and who 
had made a partial assignment of his lease during the last month of the 
lease term would be entitled to an extension of that lease under the 
provisions of section 30(a) of the Leasing Act (30 U.S.C., sec. 187a) 
with respect to the retained portion of the base lease segregated by 
that partial assignment. Similarly the assignee of that leaseholder 
would be entitled to an extension with respect to the portion of the 
lease assigned to him. 

Section 30(a) of the Leasing Act was amended by the act of July 
29, 1954 (68 Stat. 585), to provide that: 

“Assignments under this section may also be made of parts ot 
leases which are in their extended term because of any provision of 
said sections. ‘The segregated lease of any undeveloped lands shall 
continue in full force and effect for 2 years and so long thereafter as 
oil or gas is produced in paying quantities.” 

This provision has required considerable interpretation by the Solicitor 

of this Department. 

In an opinion of June 4, 1957 (M-36443), it was held that the 
partial assignment of an undeveloped noncompetative oil and gas 
lease which was filed and approved on the last day of the extended 
5-year term of that lease would extend the segregated lease for a 
further 2 years. On August 11, 1958, however, in the case of Franco 
Western Oil Company (65 1.D. 316) the Solicitor reversed the earlier 
ruling, holding that a partial assignment during the last month of the 
lease term would not be approved under section 30(a). The reasoning 
behind this second decision was that the approval of the assignment 
would not be effective until the first day of the month following the 
expiration of the lease, and that, consequently, the lease would lapse 
before the assignment became effective. A later opinion on Septem- 
ber 30, 1958, supplemented this ruling (65 I.D. 427), and held valid all 
partial assignments made and filed for approval in the last month 
of the extended term of leases which were to expire on August 31, 1958. 

We realize that many prospective assignors and assignees may have 
relied upon the 1957 opinion. Our later decision of August 11, 1958, 
may not have come to their attention immediately. We are not in 
a position to give administrative relief on the grounds of this lack of 
knowledge of the changed holding, but we would not object if the 
Congress should deem it desirable to validate these subsequent assign- 
ments. However, we are not certain that this bill would accomplish 
its desired objective, since new leases have probably been issued cover- 
ing many of the lands embraced in the assignments which would be 
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validated by S. 1272. Where land has been leased to another party 
since the assignment was held invalid, the provisions of S. 1272 would 
not apply. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


EXxecuTIvE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupGET, 
Washington, D.C., June 30, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
New Senate Office Building, Washington, D.C. 


My Dear Mr. CuHarrMan: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 1272, a bill 
to provide for the extension of certain oil and gas leases. 

The Secretary of the Interior, in his report to your committee on 
this bill, interposes no objection to its enactment in view of the possible 
need for relief arising out of the beneficiaries’ reliance upon a Solicitor’s 
opinion which was subsequently reversed. This Bureau concurs. 

Accordingly, there would be no objection to the enactment of 
S. 1272. 

Sincerely yours, 
Puiturp S. Hueues, 


Assistant Director for Legislative Reference. 











APPENDIX 


The text of the two Franco Western opinions by the Solicitor’s 
Office in the Department of the Interior is set forth below. It was 
these opinions, reversing the then interpretation of the law, that gave 
rise to the situation which S. 2308, as amended by the addition of 
Senator Anderson’s bill S. 1272, seeks to remedy. 





FRANCO WESTERN I 
FRANCO WESTERN OIL COMPANY ET AL. 
(65 I.D. 316] 


A-27607 Decided August 11, 1958 


Rules of Practice: Appeals: Statement of Grounds 


Where an appellant states merely that there has been an erroneous interpre- 
tation of the law and regulations, without specifying in what manner either 
the law or the regulations may have been erroneously construed, the appel- 
lant has failed to state reasons for his appeal, as required by the rules of 
practice, and the appeal will be dismissed. 

Oil and Gas Leases: Assignments or Transfers 


Regardless of when approval is given to an assignment of a portion of an oil 
and gas lease, the assignment, when approved, is effective from the first day 
of the lease month following the date of its filing in the proper land office. 

Oil and Gas Leases: Assignments or Transfers—Oil and Gas Leases: 
Extensions 

For leases to become segregated through assignment, and thus entitled to the 
extension authorized for segregated leases, an assignment must be filed 
when there is at least one lease months remaining in the term of the lease. 
A partial assignment filed during the last month of the lease term cannot 


become effective to segregate the lease and to entitle the segregated portions 
to any extension. 


Humble Oil & Refining Company, 64 I.D. 5 (1957), distinguished. 
Associate Solicitor’s Opinion M-86443 (June 4, 1957), overruled in 
part. 
APPEAL FROM THE BUREAU OF LAND MANAGEMENT 


These are three separate appeals to the Secretary of the Interior 
by Franco Western Oil Company, Duncan Miller, and Raymond J. 
Hansen from a decision of the Director, Bureau of Land Management, 
dated November 27, 1957, in which the Director affirmed the rejection 
by the manager of the Los Angeles land office, on August 22, 1957, of 
the appellants’ offers, simultaneously filed on July 1, 1957, for oil and 
gas leases on the SE sec. 3, T. 11 N., R. 24 W., S.B.M., California, 
under the provisions of section 17 of the Mineral Leasing Act, as 
amended (30 U.S.C., 1952 ed., Supp. V, sec. 226), on the ground that 
the land was embraced in an outstanding oil and gas lease at the time 
the offers were filed. 


9 
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A 5-year noncompetitive oil and gas lease, Los Angeles 087429, was 
issued to L. N. Hagood for the SE sec. 3 as of July 1, 1947, and the 
lease was extended for 5 years, through June 30, 1957, under the pro- 
visions of section 17 of the Mineral Leasing Act, as amended. On 
June 17, 1957, an assignment of the lease, insofar as it covered the 
NESE sec. 3, by Mr. Hagood to the Savoy Petroleum Corpora- 
tion was filed with the Los Angeles land office. The assignment was 
approved on June 28, 1957, the assigned portion being designated 
Los Angeles 087429-A. In approving the assignment, the acting 
manager held that the lease was extended for 2 years from July 1, 1957. 

The Director, relying particularly on an opinion (M-36443) dated 
June 4, 1957 (unreported), from the Associate Solicitor, Division of 
Public Lands, to the Chief, Conservation Division, Geological Survey, 
held that the partial assignment from Hagood to the Savoy Petroleum 
Corporation effectively served to extend the base lease as well as the 
assigned portion thereof for a period of 2 years and so long there- 
after as oil or gas is produced in paying quantities and that therefore 
the appellants’ lease offers, filed on July 1, 1957, when the land 
applied for was embraced in a valid existing lease, were properly 
rejected. 

Two of the appellants, Franco Western Oil Company and Raymond 
J. Hansen, contend that the Hagood lease expired on June 30, 1957, 
before the assignment of a portion thereof could have taken effect; 
that the ineffective assignment could not have extended the lease; and 
that, therefore, the land was open to filing on July 1, 1957, when 
their offers Los Angeles 015730 and 015740 were filed. 

The third appellant, Duncan Miller, in his ‘‘Notice of Appeal 
and Statement of Reasons for Appeal,” states merely that “Appellant 
contends that there has been an erroneous interpretation of the law 
and regulations” without specifying in what manner either the law 
or the regulations may have been erroneously construed. 

The Department has recently had occasion to consider a statement 
similar to the above submitted in connection with an appeal to the 
Secretary by Mr. Miller in another case. There it was held that 
such a statement, which does not point out wherein the decision ap- 
pealed from is believed to be erroneous, does not comply with the 
rules of practice (43 CFR, 1954 Rev.. Part 221 (Supp.)), and that 
the appellant, having failed to state reasons for his appeal, must 
suffer the dismissal thereof. Duncan Miller, 65 1.D. 290 (1958). 
Accordingly, Mr. Miller’s appeal will be dismissed. 

We turn now to the question whether the assignment extended the 
Hagood lease. 

Section 30(a) of the Mineral Leasing Act, as amended (30 U.S.C., 
1952 ed., Supp. V, sec. 187a), under which the assignment of a portion 
of the Hagood lease was made, provides in pertinent part: 

* * * any oil or gas lease * * * may be assigned or subleased, as to all or 
part of the acreage included therein, subject to final approval by the Secre- 
tary * * * and any assignment or sublease shall take effect as of the first 
day of the lease month following the date of filing in the proper land office 
of three original executed counterparts thereof, * * *. Until such approval, 
however, the assignor or sublessor and his surety shall continue to be responsible 
for the performance of any and all obligations as if no assignment or sublease 
had been executed. * * * Upon approval of any assignment or sublease, the 
assignee or sublessee shall be hound bv the terms of the lease to the same extent 
as if such assignee or sublessee were the original lessee * * *. Anv partial 
assignment of any lease shall segregate the assigned and retained portions thereof, 
and as above provided, release and discharge the assignor from all obligations 
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thereafter accruing with respect to the assigned lands; and such segregated leases 
shall continue in full force and effect for the primary term of the original lease, 
but for not less than two years after the date of discovery of oil or gas in paying 
quantities upon any other segregated portion of the lands originally subject to 
such lease. Assignments under this section may also be made of parts of leases 
which are in their extended term because of any provision of this Act. The 
segregated lease of anv undeveloped lands shall continue in full force and effect 
for two vears and so long thereafter as oil or gas is produced in paying quantities. 

The section permits the assignment of portions of oil and gas leases 
which are in their 5-year extended term by virtue of section 17 of 
the Act. It provides that the segregated leases of undeveloped lands 
resulting from such assignments shall continue in full force and effect 
for 2 years and so long thereafter as oil or gas is produced in paying 
quantities 

This latter provision, however, does not mean that the assignment 
of a part of such a lease automatically results in the term of the base 
lease, absent production, being extended for 2 years beyond what 
would, in the absence of the assignment, be the expiration date of that 
lease. It means, rather, that if the base lease has less than 2 years to 
run the normal expiration date will be extended for such period of 
time as will assure the holders of the segregated leases a full 2-year 
period within which to obtain production. Thus, if such a lease were 
to be assigned in part during, say, the sixth vear of the lease, the terms 
of the segregated leases resulting from the assignment would not be 
extended under this provision because the base lease from which the 
assignment was made would, at the time of the segregation, have more 
than 2 full years to run. On the other hand, if such u lease were, by 
assignment, to be segregated in, say. the third month of the tenth 
year, the segregated leases would run, absent production, for 2 years 
from the segregation This would result in the base lease receiving 
an extension of | year and 3 months beyond the date on which it 
would otherwise have terminated, absent production. Solicitor’s 
opinions M-36278, 62 1.D. 216 (1955): M-36398. 64 I.D. 135 (1956): 
and M-—36464, 64 1.D. 309 (1957). 

The section imposes no limit on when assignments may be made. 
The question remains, however, whether an assignment of part of the 
acreage included in a lease of undeveloped lands filed in the last month 
of the extended term of the lease operates to segregate and extend that 
lease for an additional 2 years. 

Section 30(a) provides that assignments may be made “subject to 
final approval by the Secretary” and that an assignment “shall take 
effect as of the first day of the lease month following the date of filing 
of the assignment” in the proper land office. While the assignor 
remains liable for all obligations under the lease until approval of 
the assignment and the assignee cannot be held liable under the lease 
until approval is given, nevertheless the assignment, if it is approved, 
takes effect on a day certain. The approval of the assignment may be 
given during the month in which the assignment is filed, as was done 
in the present case, or the approval may be delayed for months as 
happens in many cases due to various circumstances. However, re- 
gardless of when the approval is given, the assignment, when ap- 
proved, is effective from the first day of the lease month following the 
date of filing thereof. The Secretary (or his delegate) cannot, by 
approving an assignment in the month in which it is filed, change the 
effective date of the assignment. The first day of the lease month 
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following the filing of an assignment is the earliest date upon which 
the assignment can take effect. Albert C. Massa et al., 62 I.D. 339 
(1955). 

While the section provides that any partial assignment of any lease 
shall segregate the assigned and retained portions thereof, that pro- 
vision must be read with the other language therein to mean, not that 
the assignment itself shall segregate the lands held under lease, but 
that the assigned and retained portions of the base lease shall become 
separate leases on the effective date of the assignment, provided the 
assignment is ultimately approved. 

For the leases to become segregated, and thus be entitled to the 
extension provided for in the last sentence of the section, an assign- 
ment must have been filed while there is at least one full ‘ease 
month” remaining in the term of the lease. Otherwise there is no 
“first day of the lease month following the date of filing’ upon which 
the assignment can take effect. Thus where the expiration date of a 
lease covering undeveloped lands is the last day of the month in which 
an assignment of a portion thereof is filed, there is no “first day of 
the lease month following the date of filing’ upon which the assign- 
ment can take effect. In such a situation the lease will have ter- 
minated before the assignment can become effective and thus the 
assigned and retained portions of the base lease never ripen into 
segregated leases. 

Vhile the Department held, in Humble Oil & Refining Company, 
64 I.D. 5 (1957), that a relinquishment of an oil and gas lease, “‘effec- 
tive as of the date of its filing’ under section 30(b) of the Mineral 
Leasing Act, as amended (30 U.S.C., 1952 ed., Supp. V, sec. 187b), 
was effective from the first instant of the day upon which it was 
filed and terminated the lease as of the first moment of that day, 
that decision is no authority for the proposition that an assignment 
which, under section 30(a) of the act, cannot become effective during 
the term of the lease will extend the lease because ‘“‘the last moment 
of the last day of the lease term would be instantaneous with the first 
moment of the effective date of the assignment.” 

The Humble case was concerned with events which took place on 
the same day. That case called for the application of the rule that 
in computing time a day is to be considered as an indivisible unit 
or period of time, which has its beginning coincident with the first 
moment of the day (86 C.J.S., Time § 16), and it was held that a 
relinquishment filed on the day the annual rental under an oil and 
gas lease became due had the effect of terminating the lease eo instanti 
as of the first moment of that day and that, therefore, no advance 
rental accrued as of that day. 

The rule for computing time also requires that every day and every 
aie of that day be considered, in contemplation of law, to be one day 

efore the first moment of the next day, although the elapsed time 
is infinitesimal, and that if an act is to be performed after a certain 
day it cannot be performed until the whole of that day has elapsed. 
86 C.J.S., Time § 16. 

Under this rule, the Hagood lease cannot be considered to have been 
extended by the assignment. The opinion of the Associate Solicitor 
of June 4, 1957, supra, insofar as that opinion stated that a partial 
assignment of a noncompetitive oil and gas lease filed and approved 
on the last day of the extended 5-year term of the lease would effec- 
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tively extend the terms of the segregated portions of the lease, must 
therefore be and is overruled. 

It is held that the Hagood lease terminated on June 30, 1957; that 
the assignment of a portion thereof to the Savoy Petroleum Corpora- 
tion never took effect; and that the offers of Franco Western Oil 
Company and Raymond J. Hansen should not have been rejected 
on the ground that the SE sec. 3, T. 11 N., R. 24 W., S. B. M., 
California, was, on July 1, 1957, embraced in an outstanding oil and 
gas lease. 

Accordingly, pursuant to the authority delegated to the Solicitor 
by the Secretary of the Interior (sec. 23, Order No. 2509, as revised; 
17 F.R. 6794), the appeal of Duncan Miller is dismissed and the case 
is remanded to the Bureau of Land Management for appropriate 
action on the offers of Franco Western Oil Company and Raymond J. 
Hansen. 


Epmunp T. Fritz, 
Deputy Solicitor. 


FRANCO WESTERN Il 
(65 T. D. 427] 
FRANCO WESTERN OIL COMPANY ET AL. 
A-27607 (Supp.) Decided September 30, 1958 


Administrative Practice—Oil and Gas Leases: Extensions—Statutory 
Construction: Administrative Construction 
Where the Department places a different interpretation on an act of Congress 
from that previously adopted, its decision announcing the new interpreta- 
tion of the statute is to be given prospective application only and actions 
previously taken in extending oil and gas leases under the overruled inter- 
pretation of the statute will not be disturbed. 

In a memorandum dated September 23, 1958, the Acting Director, 
Bureau of Land Management, requested clarification of the depart- 
mental decision of August 11, 1958, on the appeal of Franco Western 
Oil Company et al., 65 I.D. 316, insofar as that decision may affect 
noncompetitive oil and gas leases extended under an interpretation of 
section 30(a) of the Mineral Leasing Act, as amended by the act of 
July 29, 1954, (30 U.S.C., 1952 ed., Supp. V, section 187a), which 
interpretation was overruled in the decision of August 11, 1958. 

The previous interpretation of the statutory amendment was con- 
tained in an opinion (M-36443) dated June 4, 1957 [unreported] of 
the Associate Solicitor, Division of Public Lands, and was to the ef- 
fect that partial assignments of noncompetitive oil and gas leases, 
issued and extended under section 17 of the Mineral Leasing Act, 
as amended (30 U.S.C., 1952 ed., Supp. V, sec. 226) filed and approved 
on the last day of the extended 5-year term would effectively extend 
the terms of the segregated leases of undeveloped lands for 2 years 
and so long thereafter as oil or gas is produced in paying quantities. 

The Acting Director states that leases were extended in the interim 
between the opinion of the Associate Solicitor of June 4, 1957, and 
the decision of August 11, 1958, on the basis of the Associate Solici- 
tor’s interpretation of the amendment, in cases where partial assign- 
ments were filed during the last month of the extended terms of such 
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leases. He states that he has had many inquiries from holders of 
such leases and others as to the status of those leases in view of the 
holding in the Franco Western case that a partial assignment of an 
oil and gas lease in its extended 5-vear term under section 17 of the 
Mineral Leasing Act, as amended, filed during the last month of the 
extended term cannot become effective to segregate the assigned and 
retained portions of the base lease and thus entitle either the assignor 
or the assignee to separate leases and to the further 2-year extension 
afforded by the 1954 amendment of section 30(a) of the Mineral 
Leasing Act. 

It has not been the practice of the Department to give its decisions 
retroactive effect so as to disturb actions taken in other cases on an 
overruled interpretation of the law. Nor is there anything in the 
decision of August 11, 1958, which indicated that other leases which, 
prior to that date, had been extended under the theory that lease- 
holders could file partial assignments of their extended leases during 
the 12th month of the 10th year of their leases and thus be entitled, 
if the assignments were approved, to the 2-year extension afforded by 
the 1954 amendment, would be subject to attack by the Department. 

The decision of August 11, 1958, represents what the Department 
now believes to be the correct interpretation of the law. This was 
the first occasion in which the Department was called upon to reex- 
amine the Associate Solicitor’s opinion in an actual case arising under 
the 1954 amendment and brought to the attention of the Department 
by way of appeal. That, upon re-examination, it took a different 
view of the law from that expressed in the opinion does not require 
that leases extended under the interpretation expressed in the opinion 
be disturbed. 

The Department has, in the past, overruled its former holdings 
without in any way nullifying actions taken under its previous deci- 
sions.' In fact, the rule applied by the Department on those occa- 
sions when it has specifically considered the question as to whether, 
because of a change in the interpretation of a statute, its holding 
should have retroactive effect, has been to deny such effect to its 
decisions. 

Thus, in considering the question whether the Department could 
construct ditches and canals across lands which, in 1890, were in a 
tribal status but which were thereafter allotted in severalty to indi- 
vidual Flathead Indians, the Solicitor, in an opinion approved by 
the Secretary, 58 1.D. 319 (1943), recognizing that for more than 50 
years the Department had construed the act of August 30, 1890 (43 
U.S.C., 1952 ed., sec. 945), as authorizing it to reserve rights- of-way 
for ditches and canals across such individually allotted lands, adopted 
a different view of the application of the act to those lands and urged 
abandonment of the practice theretofore followed of taking Indian 
lands for rights-of-way without paying compensation therefor. In 
the course of his opinion, the Solicitor said: 

This, however, does not imply that actions taken in past vears upon the basis 
of an abandoned theory are now to be considered redressible wrongs. At no 
time was the past administrative interpretation of this statute so unreasonable 


1 See Timothy gm an, Guardian of Juanita Elsenpeter, 46 L.D. 110 (1917), overruling Heirs of Susan A, 
Davis, 40 L.D. 573 (1912); Bertha M. Birkland, 45 L.D. 104 (1916); and Lillie E. Stirling, 39 L.D. 346 (1910). 
See Instructions, 35 L.D. 549 (1907). 
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that a court could be induced to give relief against its consequences.2 All that 
this opinion implies is that there is a realm of administrative discretion within 
which courts will not interfere, and within which administrative authorities 
may modify views which turn out to be unwise without thereby raising a host 
of ex post facto claims against the Government. 

The fiction that interpretation of laws reveals their eternal meaning has long 
stood in the way of any such distinction between the prospective and the retro- 
spective application of decisions. But in recent years a more realistic view of 
the matter has achieved respectability. The Supreme Court has made it clear 
that nothing in the Federal Constitution or in the nature of the legal process 
prevents a tribunal from recognizing changing circumstances and laying down a 
rule for the future different from the rule which it has sustained for the past. 
Thus the Supreme Court has upheld the validity of a State court decision which 
lays down for the future a rule different from that applied in the past. The 
Supreme Court itself has, on occasion, laid down a new rule of law for the 
future while recognizing the propriety of a different rule in the past. The 
Supreme Court has likewise recognized the propriety of an administrative de- 
cision which lays down a new rule for the future without detracting from the 
validity of a different rule applied in the past.5 

The same principle was applied when the Department had for con- 
sideration the question of the proper interpretation to be placed on 
section 1 of the act of July 29, 1942 (56 Stat. 726), as amended by the 
acts of December 22, 1943 (57 Stat. 608), and September 27, 1944 (58 
Stat. 755), granting preference rights to new leases under the Mineral 
Leasing Act to oil and gas lessees where the lands were not, on the 
expiration date of the leases, on the known geologic structure of a 
producing oil or gas field and extending those leases for which no 
preference riglit to a new lease was granted 

There (58 lL. D. 766 (1944)) the Department adopted the view that 
the legislation granted a preference right to a new lease only with 
respect to that portion of the lands outside a known producing struc- 
ture on the date of the expiration of the lease and that only with re- 
spect to that part of the lands within a known producing structure on 
the date of the expiration of the lease was the lease automatically 
extended. Recognizing that many lessees had construed the provi- 
sions as automatically extending their entire leaseholds, despite the 
fact that part of the lands covered by their leases were outside the 
known geologic structure of a producing field on the expiration date 
of their leases, and accordingly had neglected to file applications for 
preference-right leases, the Department held that its interpretation of 
the law should be given prospective application only and should not be 
applied to a lease which, under the construction of the legislation there 
adopted, had already expired. It held that such a lease should be 
treated as if extended in its entirety. 

Thereafter, an applicant for a noncompetitive oil and gas lease on 
land not within a producing structure covered by such an extended 
lease appealed from the rejection of her application, contending that 
merely because the Department did not so construe the legislation un- 
til December 6, 1944, the Department could not give its interpretation 
prospective effect only and that the legislation had the meaning as- 
cribed to it in 1944 from the time of its enactment and not from the 
time the Department so construed it. In Anna R. Pahl, A-24350 

3 Cf. opinion of Supreme Court in Siour Tribe v. United States, 316 U.S. 317 (1942) * * *. 


3 Great Northern Railway v. Sunburst Co., 287 U.S. 358 (1932). 


4 Montgomery Ward & Co. v. Duncan, 311 U.S. 243 (1940); Reconstruction Finance Corp. v. Prudence 
Securities Advisory Group, 311 U.S. 579 (1941). 
5 American Chicle Co. v. United States, 316 U.S. 450 (1942). °° *, 
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(April 4, 1947), the Department held that it was proper to give future 
effect only to its ruling. The position of the Department was upheld 
in 1951, by the United States District Court for the District of Colum- 
bia in Anna R. Pahl v. Marion Clawson, Director of the Bureau of Land 
Management, and Oscar L. Chapman, Secretary of the Interior, Civil 
No. 3309-48, unreported. 

Applying the above rule to those leases which were, prior to August 
11, 1958, extended for a further 2-year period and so long thereafter 
as oil or gas is produced in paying quantities on the basis of assign- 
ments filed during the 12th month of the 10th year of the leases, those 
leases, all else being regular, will be considered as having been prop- 
erly so extended. 

The decision of August 11, 1958, has the effect of shortening by one 
month the time in which partial assignments of leases already in their 
extended term can be filed in order to take advantage of the benefit 
conferred by the 1954 amendment. At the time the decision was made, 
certain leases were undoubtedly in their 12th month of the 10th year 
and lessees who intended to make partial assignments had, under the 
overruled interpretation, until August 29, 1958 (the last day of the 
month in which the land offices were open for the transaction of busi- 
ness) within which to file such assignments. As the 11th month of 
the 10th year of those leases (not later than which, under the decision 
of August 11, 1958, partial assignments must be filed) had already 
elapsed, a holding that assignments filed after the date of the decision, 
but during the month of August, could not become effective would be 
unsound. This is so because it would, in effect, deprive such parties 
of a right to which they were entitled under the Associate Solicitor’s 
opinion. In the circumstances, partial assignments of leases in the 
12th month of their 10th year in August 1958, filed on or before Au- 
gust 29, 1958, will be recognized. 

This leaves for consideration the action taken in the decision of 
August 11, 1958, with respect to the Hagood lease (Los Angeles 
087429). There it was held that the lease terminated on June 30, 
1957, that the partial assignment to the Savoy Petroleum Corporation 
never took effect, and that the offers of Franco Western Oil Company 
and Raymond J. Hansen should not have been rejected. 

Upon further consideration, it must be held that L. N. Hagood and 
the Savoy Petroleum Corporation are as much entitled to have the 
assignment honored as are those others whose leases are considered 
to have been properly extended. 

Accordingly, pursuant to the authority delegated to the Solicitor 
by the Secretary of the Interior (sec. 23, Order No. 2509, as revised; 
17 F.R. 6794), that part of the decision of August 11, 1958, which 
held that the land involved in that case was available for oil and gas 
leasing on July 1, 1958, when the offers of Franco Western Oil Com- 
pany and Raymond J. Hansen were filed is vacated and the decision 
is modified to recognize the propriety of the action taken in extend- 
ing the Hagood lease. Therefore, those two offers must be and are 
hereby rejected. 

Epmunp T. Frirz, 
Acting Solicitor. 
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PEACE THROUGH THE REDUCTION OF ARMAMENTS 
Juty 24, 1959.—Ordered to be printed 


Mr. Fuusricut, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany S. Con. Res. 48] 


The Committee on Foreign Relations, having had under considera- 
tion a concurrent resolution (S. Con. Res. 48) to promote peace 
through the reduction of armaments, report Senate Concurrent Res- 
olution 48 favorably to the Senate and recommend that it pass. 


PURPOSE 


Senate Concurrent Resolution 48 resolves that the Congress— 


reaffirm that upon the achievement of an agreement on the 
reduction of armaments, the United States is prepared to 
join with other signatories of the agreement to devote a sub- 
stantial portion of any resultant savings to expand its works 
of peace throughout the world. 


The resolution also reaffirms the belief of the Congress— 


that the participating governments should continue and 
expand the works of peace, such as economic and technical 
assistance to less developed countries; development of nat- 
ural resources; international cooperation to combat hunger 
and disease; scientific, cultural, and educational exchange 
programs; development of atomic energy for peaceful pur- 
re and the construction of new schools, universities, 
ospitals, and other essential facilities. 


And, lastly, Senate Concurrent Resolution 48 provides that copies 
of the resolution shall— 


be transmitted to the President of the United States and 
the Secretary of State, and that the President make known 
the sense of the resolution to the heads of all member gov- 
ernments of the United Nations. 


34009 
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BACKGROUND ; 


On October 24, 1950, President Truman stated that— 


If real disarmanent were achieved, the nations of the world, 
acting through the United Nations, could join in a greatly en- 
larged program of mutual aid. As the cost of maintaining 
armaments decreased, every nation could greatly increase its 
contributions to advancing human welfare *** Then 
man can turn his great inventiveness, his tremendous ener- 
gies, and the resources with which he has been blessed to 
creative efforts. 


This goal was also made clear by President Eisenhower, who, on 
April 16, 1953, pledged that the U.S. Government was— 


ready to ask its peoples to join with all nations in devoting 
a substantial percentage of the savings achieved by disarm- 
ament to a fund for world aid and reconstruction. 


This goal has also received Senate endorsement at various times, 
most recently in 1953 and 1956. On July 29, 1953, the Senate agreed 
to Resolution 150, favoring an international agreement on the reduc- 
tion of armaments— 


to the end that a greater proportion of the world’s produc- 
tive capacity may be used for the well-being of mankind. 

Another resolution (S. Res. 71) calling for an exploration of— 
the possibilities of limiting the proportion of every nation’s 
resources devoted to military purposes * * * so as to in- 
crease steadily the proportion devoted to improving the 
living levels of the people— 




















was agreed to by the Senate on July 28, 1955. 


COMMITTEE ACTION 





The Committee on Foreign Relations, on July 23, 1959, considered 
Senate Concurrent Resolution 48 in executive session and ordered it 
favorably reported to the Senate. The State Department had no 
objection to the resolution, stating that it is— 


consistent with U.S. policy which calls for funds made avail- 
able as a result of comprehensive disarmament to be devoted 
in part to the improvement of living conditions through the 
world and especially in less-developed countries. 


As has been noted, the U.S. policy expressed in Senate Concurrent 
Resolution 48 is not new. However, the committee believes it desir- 
able for the Congress to state this aim again so that there can be no 
doubt whatsoever that this country continues prepared to devote to 
works of world peace a substantial portion of any savings which result 
through an agreement on the reduction of armaments. For that 
reason, Senate approval of the pending resolution is recommended. 


O 
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Juty 24, 1959.—Ordered to be printed 


Mr. Grvuentne, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 1855] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1855) to amend the Mineral Leasing Act of 1920 
in order to increase certain acreage limitations with respect to the 
State of Alaska, having considered the same, report favorably thereon 
with amendments and recommend that the ‘bil as amended do pass. 

Committee action in favorably reporting S. 1855 was without 
dissenting vote. 

PURPOSE OF THE BILL 


The purpose of S. 1855 is to promote the development of the oil and 
gas resources of Alaska by liberalizing the present leasing restrictions 
applicable to the State under the Miner al Leasing Act of 1920, as 
amended (31 Stat. 437; 30 U.S.C. 181 et sequenti). Under section 27 
of this act (30 U.S.C. 184), no person, association, or corporation may 
hold oil and gas leases in Alaska in excess of 100 000 acres in the 
aggregate, and options on more than 200,000 acres. 

The proposed legislation, as amended by the committee, would 
increase the maximum Federal acreage that might be held in Alaska 
under both lease and option to 600,000 acres. Thus, it would in 
effect wipe out the present distinction between leases and options 
po respect to oil and gas operations on Federal lands in the new 

tate. 

The State Legislature of Alaska adopted a resolution requesting 
enactment of the legislation, and it has the endorsement of the present 
elective Governor as well as that of oil and gas operators in the State, 
and other business and community leaders. 


84006 
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NEED FOR LEGISLATION 


Alaska, as is well known, is of vast size, comprising approximately 
365 million acres of land area. Thus, it is equal in its physical pro- 
portions to some four Californias. Of this tremendous area, some 120 
million acres are regarded by oil geologists and technical experts as 
potential oil and gas lands—as feasible for exploration. 

Because of the lack of transportation facilities, great distances, and 
restrictive climatic conditions prevailing in much of the region, oil 
exploration and development costs in Alaska are extremely high. 
Spokesmen for operators there placed the cost at three times the average 
of that prevailing in the other public lands States in testimony before 
the committee. 

Thus, initial investment is prohibitive unless such investment can 
be reasonably, or at least potentially, protected by fairly sizeable 
acreage. At present, 46,500,000 acres of Federal lands in the State 
have been covered by leases or lease applications, and many of the 
more enterprising operators have reached their acreage maximum, 
under present law, without being able to explore in more than one or 
two of the potential basins. 

Unless this legislation is enacted, further pioneering work by these 
more active companies and individuals must come to a halt. 

The committee heard convincing evidence that these and other 
facts arising out of the present inadequate acreage limitation are 
seriously retarding the search for and development of Alaska’s oil 
potential, to the grave detriment of both the economy of the State 
and our security in the nearest-Russia area under the American flag. 


THE LIMITATION 


The committee is convinced the 600,000 acreage limitation now 
proposed in S. 1855, as amended, is not excessive when it is realized 
that Alaska is several times as large in area as any of the other public 
lands States and since the new State has virtually no acquired lands 
available for mineral leasing as is the case in the other States. For 
example, Alaska is more than five times as large as Wyoming, but in 
Wyoming any one individual, association, or corporation may control 
a total of 246,080 acres of leases and options under the Mineral Leasing 
Act and a like amount under the Acquired Lands Act (61 Stat. 913; 
30 U.S.C. 351). 

This makes a total holding of 492,160 acres of Federal lands that 
may be held or controlled. The same limitations apply to all other 
public lands States. Yet in Alaska, which has an area many times 
that of any of the other public lands States, the total amount that 
can be so held is but 300,000 acres. 

Illuminating and uncontradicted testimony on this point was pre- 
sented by the senior Senator from Alaska who in his testimony before 
the committee observed that: 


* * * an acre of federally owned land in Alaska has 
much less chance of development than an acre of federally 
owned land anywhere else in the United States * * * 


because Alaska contains approximately 60 percent of all the public 
land open for mineral leasing, and about twice as much as is available 
in eight Western States and yet leaseholders in the new State are 
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restricted to a total holding in public lands that is only 54,020 acres 
more than is permitted in the smaller States and some 192,000 acres 
less than the permissible total of public and acquired lands in any 
other State. 

Attention is invited to a map published in the hearings on S. 1855. 
It shows a graphic comparison between the size of Wyoming and the 
area of Alaska and on it are two small dots—one equaling 300,000 
acres (the present lease-option limitation) and one showing 1 million 
acres (the fimitation as originally proposed in S. 1855). 

Witnesses at the hearing testified that the leasing boom which 
started approximately 2 years ago, after the strike in the Kenai, has 
come to a virtual halt. They made it clear that while operators are 
diligently testing and exploring these lands presently open to them, 
the relatively minor discoveries to date—coupled with costs triple 
those in the other 48 States—mark all of Alaska as a rank wildcat area. 
Obviously, an increased incentive such as the opportunity to investi- 
gate many more acres of land is needed if exploratory work is to be 
stimulated rather than stifled. As one industry witness put it: 


To warrant the tremendous expense of exploration and de- 
velopment in these rigorous frontier areas an operator must 
have more than a single shot when he sends a drilling crew 
north to Alaska. He must have an opportunity to drill 
numerous prospects or the venture cannot be expected to pay 
out. To find sufficient prospective oil and gas geologic struc- 
ture on which to drill to warrant the undertaking, large areas 
must be acquired and explored. 


Another important factor is that Alaska must compete with other 
oil frontiers for the investment capital which American-owned com- 
panies are willing to spend abroad. Canada, South America, and 
other relatively new areas which are bidding for petroleum develop- 
ment by American firms are offering land concessions many times the 
600,000 acres proposed in S. 1855. 


BENEFITS TO ALASKA 


In addition to the long-range benefits which would accrue to the 
new State through the development of a thriving petroleum industry, 
many immediate advantages would come with the enactment of 5S. 
1855. Many millions of dollars in badly needed additional revenue 
would flow into the new State’s treasury since, under existing law, 
Alaska receives 90 percent of both rental and production revenue 
from Federal oil and gas leases. This financial gain would result 
immediately from additional leasing activity and would expand when 
and as further petroleum production is realized. Thus, in this 
respect Alaska is on a basis of equality with the other public land 
States which receive an outright grant of 37% percent of revenues 
from oil and gas operations within their borders and benefit equally 
se the 52% percent of such revenues that is paid into the reclamation 
und. 

Among other immediate benefits are the roads which the petroleum 
industry will construct to areas now inaccessible and the attraction 
to Alaska of service industries resulting in turn in the introduction 
of new population and new money. 
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The need for this additional revenue, which can be realized at no 
cost to the Federal Treasury, was given great weight in the testimony 
of witnesses speaking for the Governor of Alaska and for other State 
officials. Their vigorous support of the legislation also called attention 
to these other potential benefits to Alaska. 


COST TO FEDERAL GOVERNMENT 


























No appropriation of Federal money is proposed in S. 1855. The 
Federal Treasury would in fact benefit to the extent of its share of all 
revenues from the expansion of Alaskan oil and gas development that 
will follow the more realistic leasing conditions, and from the general 
economic progress that the committee believes the proposed law will 
stimulate in Alaska. 

NATIONAL DEFENSE 





The committee takes cognizance of the point that development of 
a dependable source of petroleum and petroleum products near at 
hand to our northern defense lines, literally within sight of Communist 
Russia, would be significant contribution to the Nation’s military 
defense capabilities. The committee received convincing testimony 
that such development will be stimulated by the enactment of S. 1855. 


THE BROOKS RANGE PARTITION 





The committee, after full consideration, finds that Department’s 
recommendation for separate limitations of 300,000 acres north 
and another 300,000 south of the Brooks Range is unrealistic and 
unwarranted. 

First, it is based on the inconsistent theory that adverse climatic 
conditions and inaccessibility there require an added incentive to 
stimulate exploration whereas in fact there are many areas in the 
interior of Alaska which have equally adverse climatic conditions and 
which at present are virtually as inaccessible as the coast of northern 
Alaska, where the ports are open only about 2 months per year. The 
committee sees no justification for the Department’s proposal to 
establish an additional allowable acreage for one “hardship” area 
while denying it to others. 

Second, in practical application, the Department’s plan would 
“fence in’’ oil and gas exploration and development to two or three of 
the nine or so sedimentary basins which may be attractive to explorers. 
For the most part, many areas lying between the Arctic Circle on the 
north and the Kenai and Alaska Peninsulas on the south would be 
denied the expansion of exploration which appears necessary for the 
ultimate development of the State’s oil potential. 

If private enterprise is to be permitted further exploratory space in 
Alaska it seems logical that it should be given every latitude and 
freedom with respect to location, especially when considering future 
marketing problems. In the meantime, there are ample indications 
that any oil prospects north of the Brooks Range will not remain 
untested when the right combination of circumstances exists. 
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UNIT PLANS AND DEVELOPMENT CONTRACTS 


Department witnesses made strong representations to the effect 
that the use of unit plans and development contracts, both permitting 
operators to deduct sizable holdings from their acreage chargeability, 
provide sufficient relief to the oil prospector who is anxious to investi- 
gate additional acreage. This was countered by the testimony of 
industry experts long familiar with both operations who contended 
persuasively that while such methods are beneficial, they provide 
only a partial answer to the problem. 

Unit plans, it was shown, are approved by the Department only 
when they embrace a single geologic structure. Thus all exploratory 
work must be done on lands already held under lease or option by the 
proposed partners and therefore chargeable until the unit plan is 
approved. This restricts the operator’s freedom to look at new lands; 
he is forced to work up acceptable unit plans before he can acquire 
further acreage. 

Development contracts, it was brought out, require an operator to 
commit his capital to be expended within the contract area over a 
period of 3 or 4 years before he has had ample opportunity for 
geological or geophysical investigation of the property. 

These facts give to the Secretary of the Interior, rather than the 
operator on the scene, the decision as to how much money shall be 
spent and when. And, since the Secretary requires those seeking 
development contracts to point out in advance the areas where they 
desire to acquire leases from other parties, the prices, bonuses, and 
overriding royalties they must pay for those leases in these com- 
mitted areas inevitably skyrocket. 


EXECUTIVE AGENCY REPORTS 


The report of the Department of the Interior on S. 1855 as intro- 
duced, containing the million-acre limitation, and the concurring re- 
port of the Bureau of the Budget, are set forth below. As stated, the 
committee has amended the bill to cut the maximum acreage proposal 
to 600,000 acres. It did not see fit to concur in the Interior Depart- 
ment’s attempt to partition the new State by providing different 
leasing conditions on different sides of an economically artificial and 
arbitrary line. 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 18, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

Dear Senator Murray: This is in reply to your request for the 
views of this Department on S. 1855, a bill to amend the Mineral 
Leasing Act of 1920 in order to increase certain acreage limitations 
with respect to the State of Alaska. 

We recommend that S. 1855 not be enacted. 

Section 27 of the Mineral Leasing Act of February 25, 1920 (41 
Stat. 437, 448), as amended (30 U.S.C., sec. 184), establishes limita- 
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tions upon the acreage which may be held under mineral lease within 
each State. Oil and gas leases not exceeding 46,080 acres in the aggre- 
gate and options covering not more than 200,000 acres may be held 
in any one State, except Alaska. The statute provides that in the 
“Territory of Alaska’ 100,000 acres may be held under oil and gas 
lease by a single party, though it is treated in the same fashion as 
other States with respect to acreage under option. S. 1855 would 
bring the terminology of the statute up to date by substituting the 
word “State” for “Territory.” Of a substantive nature would be the 
increase in the acreage limitation applicable to Alaska from 100,000 
to 1 million acres. However, in determining acreage under the new 
limitation options and leases would be considered together. 

That climate and terrain make oil and gas development more 
difficult in Alaska than elsewhere and that oil and gas exploration 
and development in Alaska involve great cost and difficulty have 
long been recognized. For this reason there have been included in 
the Mineral Leasing Act, from time to time, various provisions 
intended to place Alaska in a better competitive position with respect 
to other States, and one of these is the present statutory provision 
permitting a party to hold more land in Alaska than elsewhere. On 
the other hand some of these more liberal provisions have been 
repealed by section 10 of the act of July 3, 1958 (72 Stat. 322, 324). 
We recognize that oil and gas development in Alaska continues to be 
more costly and difficult than in other States. Nevertheless, we do 
not believe that a general increase of the acreage limitation as proposed 
by S. 1855 would be helpful or desirable. 

We believe that Alaska may be appropriately divided into two areas 
for oil and gas purposes. The land lying between the Brooks Range 
and the Arctic Ocean, that is, roughly the land covered by the present 
Public Land Order No. 82, presents a different problem from the rest 
of Alaska. There is little development in it at the present time and 
indeed there are governmental restrictions preventing development 
in most of this area now. However, that area appears to give promise 
for future oil and gas development albeit at even greater expense than 
in the southern portion of Alaska. Because of the extreme weather 
conditions and the difficulty of access, the special inducement for its 
development afforded by a separate acreage limitation appears to be 
justified. Accordingly, we recommend that the area north of the 
Sectie Range be treated separately from the rest of Alaska as far as 
acreage limitations are concerned, and that acreage limitations be 
established for that area alone similar to those now imposed on the 
whole of Alaska. 

South of the Brooks Range, and particularly if interested parties 
holding land under oil and gas lease do not feel compelled to reserve 
a portion of their permissible acreage for new exploration north of the 
Brooks Range, we see no need for any alteration in the present law. 
Under section 17(b) of the Mineral Leasing Act of February 1920, 
as amended (30 U.S.C., sec. 226e), the Secretary of the Interior is 
authorized to approve cooperative or unit plans of development or 
operation and operating, drilling, and development contracts. Land 
held under such a plan or contract is excluded in the computation of 
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allowable acreage under section 27 of the act. Section 17(b) states 
that such plans may be entered into “for the purpose of more prop- 
erly conserving the natural resources of any oil or gas pool, field, or 
like area,” and experience has shown that such plans and contracts 
which contain specific development requirements tend toward greater 
development than does the mere holding of acreage under lease. 
To permit a party to hold more than 100,000 acres under lease and 
200,000 acres under option with no specific requirements for develop- 
ment would tend, we believe, to weaken the present motivation to- 
ward entering into such plans and contracts. This would be unfor- 
tunate, and, as far as we know, there would not be compensating 
advantages. If other parties bring to the attention of the committee 
and the Congress justification for the enactment of such a bill as 
S. 1855, we would be pleased to review our findings. However, at 
the present time we know of no reason for such a change in existing 
law as that proposed by this bill. 

Since we are informed that there is a particular urgency for the 
submission of the views of the Department, this report has not been 
cleared through the Bureau of the Budget and, therefore, no commit- 
ment can be made concerning the relationship of the views expressed 
herein to the program of the President. 

Sincerely yours, 
Evmer F. Bennett, 
Acting Secretary of the Interior. 





Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE Bupcst, 
Washington, D.C., July 1, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


My Dear Mr. Cuarrman: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 1855, a bill 
to amend the Mineral Leasing Act of 1920 in order to increase certain 
acreage limitations with respect to the State of Alaska. 

The report which the Secretary of the Interior is presenting on this 
bill recommends against enactment for the reasons set forth therein. 
This Bureau concurs in those views. 

Accordingly, it is recommended that S. 1855 not be enacted. 

Sincerely yours, 
Puiture S. Huaues, 
Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, S. 1855, 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


59004°—59_ S. Rept., 86—1, vol. 4 64 
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Section 27 oF THE MINERAL Leasine Act 
(41 Stat. 437, 448; 30 U.S.C.A. 184) 


Sec. 27. No person, association, or corporation, except as herein 
provided, shall take or hold coal leases or permits during the life of 
such lease in any one State exceeding an aggregate of ten thousand 
two hundred and forty acres: Provided, That a person, association 
or corporation may apply for coal leases or permits for acreage in 
addition to said ten thousand two hundred and forty acres, which 
application or applications shall be in multiples of forty acres, not 
exceeding a total of five thousand one hundred twenty additional 
acres in such State, and shall contain a statement that the granting 
of a lease for such additional lands is necessary for the person, associa- 
tion, or corporation to carry on business economically and is in the 
public interest. On the filing of said application, the coal deposits 
in such lands covered thereby shall be temporarily set aside and 
withdrawn from all forms of disposal under this Act. The Secretary 
of the Interior shall, after posting notice of the pending application 
in the local land office, conduct public hearings on said application 
or applications for additional acreage. After such public hearings, 
to such extent as he finds to be in the public interest and necessary 
for the applicant in order to carry on business economically the 
Secretary of the Interior may, under such regulations as he may 
prescribe, permit such person, association, or corporation to take or 
hold coal leases or permits for an additional aggregate acreage of 
not more than five thousand one hundred and twenty acres in such 
State. The Secretary may, in his own discretion or whenever suffi- 
cient public interest is manifested, reevaluate the lessee’s or permit- 
tee’s need for all or any part of the additional acreage. The Secretary 
may cancel the lease or leases and permit or permits covering all or 
any part of the additional acreage, if he finds that such cancellation 
is in the public interest or that the coal deposits in the additional 
acreage are no longer necessary for the lessee or permittee to carry 
on business economically or if the lessee or permittee has divested 
himself of all or any part of the original ten thousand two hundred 
and forty acres or no longer has facilities which in the Secretary’s 
opinion enable him to exploit the deposits under lease or permit. 
No assignment, transfer, or sale of any part of the additional acreage 
may be made without the approval of the Secretary. No person, 
association, or corporation, except as herein provided, shall take or 
hold sodium leases or permits during the life of such lease in any one 
State, exceeding in the aggregate acreage five thousand one hundred 
and twenty acres: Provided, That the Secretary of the Interior may, 
in his discretion where it is necessary in order to secure the economic 
mining of sodium compounds leasable under this Act, permit a person, 
association, or corporation to take or hold sodium leases or permits 
for up to fifteen thousand three hundred and sixty acres in any one 
State. No person, association, or corporation, except as herein pro- 
vided, shall take or hold at one time oil or gas leases exceeding in 
the aggregate forty-six thousand and eighty acres granted hereunder 
in any one State, [except that in the Territory of Alaska no person, 
association, or corporation, except as herein provided, shall take or 
hold at one time oil or gas leases exceeding in the aggregate one 
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hundred thousand acres granted hereunder;] except that in the State 
of Alaska no person, association, or corporation, except as herein pro- 
vided, shall take or hold at one time oil or gas leases, or options tu purchase 
or otherwise acquire oil or gas leases, exceeding in the aggregate for both 
such leases and options, siz hundred thousand acres; and no person, 
association, or corporation shall take or hold at one time phosphate 
leases exceeding in the aggregate ten thousand two hundred and 
forty acres in the United States. No person, association, or corpo- 
ration shall take or hold at one time any interest or interests as a 
member of an association or associations or as a stockholder of a 
corporation or corporations holding a lease or leases, permit or permits, 
under the provisions hereof, which, together with the area embraced 
in any direct holding of a lease or leases, permit or permits, under 
this Act, or which, together with any other interest or interests as 
a member of an association or associations or as a stockholder of a 
corporation or corporations holding a lease or leases, permit or per- 
mits, under the provisions hereof for any kind of minerals hereunder, 
exceeds in the aggregate an amount equivalent to the maximum 
number of acres of the respective kinds of minerals allowed to any 
one lessee or permittee under this Act. For the purpose of said 
sections, no contract for development and operation of any lands 
leased hereunder, whether or not coupled with an interest in such 
lease, nor any lease or leases owned in common by two or more 
persons, shall be deemed to create a separate association under this 
section between or among such contracting parties, or the persons 
owning such lease or leases in common, but the proportionate interest 
of each such person shall be charged against the total acreage per- 
mitted to be held by such person under this Act: Provided, That the 


total acreage so held in common by two or more persons shall not 
exceed, in the aggregate, an amount equivalent to the maximum 
number of acres of the respective kind of minerals allowed to any 
one lessee or permittee under this Act. [The interest of an optionee 
under a nonrenewable option to purchase or otherwise acquire one 
or more oil or gas leases (whether then or thereafter issued), or any 
interest therein, shall not, peer to the exercise of such option, be a 


taking or holding or control under the acreage limitations provisions 
of this Act. No such option shall be entered into for a period of 
more than three years, without the prior approval of the Secretary 
of the Interior, and no person, association, or corporation shall hold 
at one time such options of more than two hundred thousand acres 
in any one State.J The interest of an optionee under a renewable 
option to purchase or otherwise acquire one or more oil or gas leases 
(whether then or thereafter issued), or any interest therein, shall not, 
prior to the exercise of such option, be a taking or holding or control 
under the acreage limitations of this Act, except as is provided in this 
section in the case of the State of Alaska. No such option shall be 
entered into for a period of more than three years, without the prior 
approval of the Secretary of the Interior, and no person, association, or 
corporation shall hold at one time such options of more than two hundred 
thousand acres in any one State except as is provided in this section in 
the case of the State of Alaska. Each holder of any such option shall 
file with the Secretary within ninety days after the 30th day of June 
and the 31st day of December in each year a statement under oath 
showing as of said dates (1) name of optionor and serial number of 
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lease or application for lease, (2) date and expiration date of each 
option, (3) number of acres covered by each option, and (4) aggre- 
gate number of options held in each State and total acreage subject 
to said options in each State. If any interest in any lease is owned 
or controlled, directly or indirectly, by means of stock or otherwise, 
in violation of any of the provisions of this Act, the lease may be 
canceled, or the interest so owned may be forfeited, or the person so 
owning or controlling the interest may be compelled to dispose of 
the interest, in any appropriate proceeding instituted by the Attorney 
Genera]. Such a proceeding shall be instituted in the United States 
district court for the district in which the leased property or some 
part thereof is located or in which the lease owner may be found 
except that any ownership or interest forbidden in this Act which 
may be acquired by descent, will, judgment, or decree may be held 
for two years and not longer after its acquisition. Nothing herein 
contained shall be construed to limit sections 18, 18a, 19, and 22 or 
to prevent any number of lessees under the provisions of this Act 
from combining their several interests so far as may be necessary for 
the purposes of constructing and carrying on the business of a refinery 
or of establishing and constructing as a common carrier a pipe line 
or lines of railroads to be operated and used by them jointly in the 
transportation of oil from their several wells, or from the wells of 
other lessees under said sections, or the transportation of coal or to 
increase the acreage which may be acquired or held under section 17 
of this Act: Provided, That any combination for such purpose or 
urposes shall be subject to the approval of the Secretary of the 
nterior on application to him for permission to form the same. 
Except as in this Act provided, if any of the lands or deposits leased 
under the provisions of this act shall be subleased, trusteed, 
possessed, or controlled by any device permanently, temporarily, 
directly, indirectly, tacitly, or in any manner whatsoever, so that 
they form a part of or are in anywise controlled by any combination 
in the form of an unlawful trust, with the consent of the lessee, or 
form the subject of any contract or conspiracy in restraint of trade 
in the mining or selling of coal, phosphate, oil, oil shale, gas, or sodium 
entered into by the lessee, or any agreement or understanding, 
written, verbal, or otherwise, to which such lessee shall be a party, 
of which his or its output is to be or become the subject, to control 
the price or prices thereof or of any holding of such lands by any 
individual, partnership, association, corporation, or control in excess 
of the amounts of lands provided in this Act, the lease thereof shall 
be forfeited by appropriate court proceedings. As amended Aug. 8, 
1946, c. 916, § 6, 60 Stat. 954; June 1, 1948, c. 365, 62 Stat. 285; 
June 3, 1948, c. 379, § 6, 62 Stat. 291; Aug. 2, 1954, c. 650, 68 Stat. 
648; Aug. 13, 1957, Pub. L. 85-122, 71 Stat. 341; Aug. 21, 1958, 
Pub. L. 85-698, 72 Stat. 688. 
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Calendar No. 578 


86TH CONGRESS t SENATE REPORT 
1st Session No. 580 





AUTHORIZING THE COAST GUARD TO PRESCRIBE REGU- 
LATIONS COVERING LIFESAVING AND OTHER SAFETY 
EQUIPMENT 


Juty 24, 1959.—Ordered to be printed 





Mr. Maaenuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 2118] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 2118) to amend section 488 of the Revised 
Statutes, as amended, to authorize the Secretary of the Department 
in which the Coast Guard is operating to prescribe regulations govern- 
ing lifesaving equipment, firefighting equipment, muster lists, ground 
tackle, hawsers, and bilge systems aboard vessels, and for other 
purposes, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 


AMENDMENTS 


On page 2, lines 7 and 14, delete the word “storage” and insert in 
lieu thereof the word “stowage’’. 


PURPOSE OF THE BILL 


The bill would amend section 4488 of the Revised Statutes, as 
amended, to authorize the Secretary of the Department in which the 
Coast Guard is operating, in the interest of improved safety aboard 
vessels subject to inspection and certification by the Coast Guard, 
to prescribe rules and regulations covering lifesaving equipment; fire- 
fighting equipment, and precautionary measures; muster lists, includ- 
ing special duties to be performed by crew members in the event of 
emergency; ground tackle and hawsers; and bilge systems for the 
removal of liquid from the various parts of vessels, ete. Such rules 
and regulations also will apply, the bill provides, to all foreign vessels 
carrying passengers from ports of the United States, unless otherwise 
prescribed by treaty or other international agreement. 
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The Secretary is authorized, under the bill, to exempt a vessel from 
the rules and regulations prescribed if he determines that application 
of the rules, etc., to that vessel is not necessary to the public interest. 

The owner or operator of a vessel who neglects or refuses to equip 
his vessel with the equipment prescribed, or to take other measures 
required by the rules or regulations issued pursuant to section 4488 
as amended by this act, shall be liable to a penalty of $1,000 for each 
such neglect or refusal, for which sum the vessel shall be liable and 
may be seized and proceeded against by way of libel in any district 
court having jurisdiction; and any master or person in charge of such 
vessel who so defaults shall be liable to a penalty of $500. 

Any person who willfully and knowingly manufactures or sells, or 
offers for sale, or has in his possession with intent to sell, any such 
equipment subject to the provisions of title 52 of the Revised Statutes, 
as amended, which is so defective as to be inefficient to accomplish the 
purpose for which it is intended, shall be fined, the bill provides, not 
more than $10,000 and may, in addition, be imprisoned for a term not 
exceeding 5 years. 

Section 2 of the bill provides that, to the extent that any existing 

rovision of law, or any rule or regulation prescribed pursuant thereto, 
is in conflict with any provision of section 4488 of the Revised Statutes 
(46 U.S.C. 481), such section as amended by this act, and the rules 
and regulations hereafter prescribed pursuant thereto, shall prevail. 

Section 3(a) of the bill repeals the following acts or parts of acts and 
all amendments thereto: 

Sections 4470, 4471, 4479, 4481, 4482, 4483, and 4492 of the 
Revised Statutes (46 U.S.C. 463, 464, 472, 474, 475, 476, and 490); 

Section 2(a) of the act of October 9, 1940 (ch. 77, 54 Stat. 1028; 
46 U.S.C. 463a); and 

Section 11 of the act of May 28, 1908 (ch. 212, 35 Stat. 428; 
46 U.S.C. 396). 

Section 4 of the bill provides that any rights or liabilities existing on 
the effective date of this act shall not be affected by the enactment of 
this act, and that any procedures or rules or regulations in effect on 
the effective date of this act shall remain in effect until modified or 
suspended under the authority of this act. 


REASONS FOR ENACTMENT 

















As stated by the Acting Secretary of the eee Mr. T. Graydon 
Upton, in his letter requesting introduction of the bill— 


The purpose of this proposal is to revise the archaic and 
preclusive regulations relating to lifesaving appliances on 
ocean, lake, and sound steamers and foreign vessels. * * * 
With the * * * ratification of the 1929 and 1948 Interna- 
tional Conventions for the Safety of Life at Sea, the provi- 
sions of Revised Statutes 4488 should have been amended to 
reflect the changes in lifesaving appliances these conventions 
had adopted. * * * The detailed statutory regulations of 
Revised Statutes 4488 are archaic today and restrict the 


progress of science and industry as it applies to safety of life 
at sea. 
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The memorandum accompanying the Acting Secretary’s letter, 
which is part of this report, goes into detail both as to the need for 
revision and for repeal of existing statutes which are inadequate or 
unnecessary. 

The report of the Secretary of Commerce recommends favorable 
consideration of the bill, pointing out that— 


The bill would repeal certain inadequate and obsolete 
statutory provisions relating to safety equipment and systems 
aboard vessels. * * * Some of these statutes were enacted 
more than a half century ago, are now obsolete or of limited 
applicability due to advances in science, and should be 
repealed as they no longer serve a useful purpose. 


The letter and memorandum from the Department of the Treasury, 
and the report of the Secretary of Commerce follow: 


OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, D.C., May 22, 1959. 
The PRESIDENT OF THE SENATE. 

Sir: There is transmitted herewith a draft of a proposed bill to 
amend section 4488 of the Revised Statutes, as amended, to authorize 
the Secretary of the Department in which the Coast Guard is oper- 
ating to prescribe regulations governing lifesaving equipment, fire- 
fighting equipment, muster lists, ground tackle, hawsers, and bilge 
systems aboard vessels, and for other purposes. 

The purpose of this proposal is to revise the archaic and preclusive 
regulations relating to lifesaving appliances on ocean, lake, and sound 
steamers and foreign vessels through a consolidation and a broader 
application of certain statutes which relate to lifesaving appliances, 
firefighting equipment, muster lists, ground tackle, hawsers, and bilge 
systems aboard vessels. 

Items contained in the International Convention for Safety of Life 
at Sea, 1914, were adopted as regulations by the Congress and enacted 
into law by the act of March 4, 1915. The 1914 convention was 
never put into force due to the hostilities during World War I. With 
the later ratification of the 1929 and 1948 International Conventions 
for the Safety of Life at Sea, the provisions of Revised Statutes 4488 
should have been amended to reflect the changes in lifesaving appli- 
ances these conventions had adopted. Rather than amending the 
law, the requirements of the conventions were established through 
promulgation of regulations pursuant to the enabling provisions of 
Revised Statutes 4488. 

The detailed statutory regulations of Revised Statutes 4488 are 
archaic today and restrict the progress of science and industry as it 
applies to safety of life at sea. The proposal would be a return to 
the basic enabling statute without its encumbering regulations but 
with its substantive amendments and a consolidation of other laws 
closely related and falling within the scope of the subject matter 
covered. A memorandum attached sets forth in greater detail the 
need for and the nature of this proposal. 

It would be appreciated if you would lay the proposed bill before 
the Senate. A similar proposed bill has been transmitted to the 
Speaker of the House of Representatives. 
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The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this proposed legislation 
to the Congress. 

Very truly yours, 
T. Graypon Upton, 
Acting Secretary of the Treasury. 





MeEmorANDUM Re Proposep Britt To AMEND SeEcTION 4488 OF THE 
ReEvisED STATUTES, AS AMENDED, To AUTHORIZE THE SECRETARY 
OF THE DEPARTMENT IN WuicH THE Coast GUARD Is OPERATING 
To Prescring ReeuiatTions GOVERNING LIFESAVING EQUIPMENT, 

FrrerigHTing Equipment, Mustrer Lists, Grounp TAckKLE, 

Hawsesrs, AND Bitee Systems ABOARD VESSELS, AND FOR OTHER 

PURPOSES 





As originally enacted Revised Statute 4488 was essentially an 
enabling act, leaving the details of specifications and methods to 
regulations promulgated by the Board of Supervising Inspectors (now 
the U.S. Coast Guard). ‘This act was amended by the act of March 
2, 1889, which required the carriage of line-carrying projectiles and 
the means of propelling them. It was again amended by the act of 
March 3, 1905, which required that a life preserver be carried on 
board for each person permitted on board; also, this amendment 
contained provisions penalizing those manufacturing, selling, or in- 
tending to sell unsafe lifesaving appliances or fire prevention 
equipment. 

Due to the hostilities of World War I, the International Convention 
for Safety of Life at Sea, 1914, was never put into force. However, 
the Congress adopted certain items of this convention as regulations 
amending Revised Statutes 4488 (act of March 4, 1915). At that 
time similar requirements were also adopted to cover domestic vessels 
other than those in river service. These latter were covered broadly, 
the detailed requirements being left to regulations of the supervising 
inspectors. 

With the ratification of the 1929 International Convention for 
Safety of Life at Sea, the changes in lifesaving appliances (lifeboat 
equipment, increased buoyancy in lifejackets and ring buoys, in- 
creased number of ring buoys, etc.) required were not incorporated 
in Revised Statutes 4488 as substantive law. The changes were 
instead reflected in regulations promulgated by the Board of Super- 
vising Inspectors pursuant to the enabling authority contained in 
Revised Statutes 4488. This resulted in regulations which were in 
many respects incompatible with the law authorizing them, yet 
consistent with international agreement. 

The confusion was compounded upon ratification of the 1948 
International Convention for Safety of Life at Sea. For instance, 
Revised Statutes 4488 sets forth details for lifeboats with external 
buoyancy and collapsible sides, whereas the 1948 convention permits 
only internal buoyancy and fixed sides. Revised Statutes 4488 
requires an oceangoing cargo vessel to have 100 percent lifeboatage, 
whereas the 1948 convention calls for 200 percent. As with the 1929 
convention, no attempt was made to amend the details of Revised 
Statutes 4488, particularly the regulations contained therein. Coast 
Guard regulations issued under authority of the “enabling” portion of 
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Revised Statutes 4488 implemented the requirements of the 1948 
convention. 

Inasmuch as the greater portion of the regulations contained in 
Revised Statutes 4488 serve only to hamper an intelligent and pro- 
gressive administration of safety requirements as dicated by changing 
modern demands, abolishment of the regulations is long overdue. 
An enabling act with penalty provision included will permit adherence 
to international obligations and allow the flexibility so sorely needed. 
Protection from arbitrary or capricious regulations is adequately 
provided for through the Administrative Procedure Act. 

The following statutes are either inadequate or unnecessary by 
reason of limited applicability due to advances achieved in science and 
industry or their supersession by later laws of broader scope. They 
should be repealed. 

Revised Statutes 4470 (46 U.S.C. 463): This statute relates to re- 
quirements for steam smothering systems. Regulations governing 
fire prevention and fire extinguishing are promulgated presently under 
the broad authority of the act of October 9, 1940 (54 Stat. 1028; 
46 U.S.C. 463a). The statute is no longer necessary. 

Revised Statutes 4471 (46 U.S.C. 464): This statute relates to fire 
pumps on steamers carrying 50 or more passengers, and on steamers 
carrying passengers which also carry cotton, hay, or hemp. It further 
requires sprinklers on vessels of wooden construction. ‘The statute is 
archaic and its requirements are considerably below present standards 
set by the Coast Guard in regulations promulgated under the act of 
October 9, 1940 (54 Stat. 1028; 46 U.S.C. 463a). The statute is not 
necessary. 

Revised Statutes 4479 (46 U.S.C. 472): This statute relates to the 
carriage of portable fire extinguishers on steamers. It is in effect an 
act authorizing promulgation of regulations but of limited scope. 
The statute is inadequate and unnecessary. 

Revised Statutes 4481 (46 U.S.C. 474): This statute relates to life- 
saving equipment for certain river vessels. It requires, among other 
things, that each passenger vessel should have at least one “metallic 
lifeboat.” The statute as written precludes use of plastic or com- 
position lifeboats. It has limited application and has not been 
employed by the Coast Guard in regulating lifesaving equipment 
aboard river steamers. It is archaic and unnecessary. 

Revised Statutes 4482 (46 U.S.C. 475): This statute relates to the 
carriage of life preservers for passengers and crew on board river 
steamers. Floats are authorized in lieu of life preservers. The 
statute will be unnecessary in the event of enactment of the instant 
proposal. 

Revised States 4483 (46 U.S.C. 476): This statute relates to the 
carriage of fire buckets, axes and water barrels on board passenger- 
carrying river steamers. It is archaic. The provisions of the statute 
relating to fire buckets and water barrels is no longer enforced and fire 
axes are required on board all vessels pursuant to the provisions of the 
act of October 9, 1940 (54 Stat. 1028; 46 U.S.C. 463a). 

Revised Statutes 4492 (46 U.S.C. 490): This statute relates to the 
carriage of fire buckets, axes, water barrels, life preservers, and yawls 
on board barges carrying passengers while in tow of any steamer. 
The statute is archaic. Its standards are below those prescribed by 
the Coast Guard in regulations governing lifesaving and firefighting 
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equipment aboard vessels generally. The statute is too restrictive in 
its coverage. 

Act of October 9, 1940, section 2(a) (54 Stat. 1028; 46 U.S.C. 463a): 
This statute is in effect an act enabling the promulgation of regulations 
by the Board of Supervising Inspectors (now the Coast Guard) gov- 
erning fire prevention and fire protection. Inasmuch as Revised 
Statute 4488 in its present form contains some fire protection require- 
ments, combining the two statutes will eliminate the need for this one. 

Act of May 28, 1908, section 11 (35 Stat. 428; 46 U.S.C. 396): This 
statute requires seagoing barges to carry certain appliances (lifeboat, 
anchor, chain, and preservers) of a kind approved by the Coast Guard. 
The statute is restrictive, precluding the prescription of more modern 
equipment. The statute lacks the flexibility necessary to adequately 
administer a safety program aboard this type of vessel. 


Tue SECRETARY OF COMMERCE, 
Washington, D.C., July 2, 1959. 

Hon. Warren G. Macnuson, 

Chairman, Committee on Interstate and Foreign Commerce, 

U.S. Senate, Washington, D.C. 

Dear Mr. Cuarrman: This letter is in reply to your request of 
June 5, 1959, for the views of this Department with respect to S. 2118, 
a bill to amend section 4488 of the Revised Statutes, as amended, 
to authorize the Secretary of the department in which the Coast 
Guard is operating to prescribe regulations governing lifesaving equip- 
ment, firefighting equipment, muster lists, ground tackle, hawsers, 
and bilge systems aboard vessels, and for other purposes. 

This Department recommends favorable consideration of the bill. 

The bill would repeal certain inadequate and obsolete statutory 
provisions relating to safety equipment and systems aboard vessels. 
If the bill is enacted, the Secretary of the Treasury would be authorized 
to prescribe rules and regulations as necessary in the public interest, 
for safety features on vessels subject to inspection and certification 
by the U.S. Coast Guard. 

The statutes to be repealed deal with lifesaving appliances on ocean, 
lake, and river vessels, and foreign vessels leaving ports of the United 
States. They are set forth by title and section in the bill. Some of 
these statutes were enacted more than a half century ago, are now 
obsolete or of limited applicability due to advances in science, and 
should be repealed as they no longer serve a useful purpose. 

The obsolescence of the statutes the bill would repeal has arisen 
from technological advancements in recent years in lifesaving and 
firefighting equipment for vessels. Many of these statutes do not 
reflect the higher standards for safety requirements established at 
the International Conventions for Safety of Life at Sea, to which the 
United States is a signatory. 

This Department advocates the principle of safety of life at sea 
wherever possible. The bill would be in keeping with this view. We 
therefore recommend it be given favorable consideration. 

We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this report to your com- 
mittee. 

Sincerely yours, 
Freperick H. MveEtuer, 
Acting Secretary of Commerce. 
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CompTroLLeR GENERAL OF THE UNITED STATES, 
Washington, D.C., June 23, 1959. 
Hon. Warren G. Macnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 

Dear Mr. Cuarrman: Further reference is made to your letter of 
June 5, 1959, acknowledged on June 8, requesting the comments of 
the General Accounting Office concerning S. 2118, 86th Congress, Ist 
session, entitled ‘‘A bill to amend section 4488 of the Revised Statutes, 
as amended, to authorize the Secretary of the department in which 
the Coast Guard is operating to prescribe regulations governing 
lifesaving equipment, firefighting equipment, muster lists, ground 
tackle, hawsers, and bilge systems aboard vessels, and for other 
purposes.” 

We have no special information or knowledge as to the need for or 
desirability of the proposed legislation and, therefore, we make no 
recommendation with respect to its enactment. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, and existing law in 
which no changes is proposed is shown in roman): 


[Revisep Sratutes 4488—46 U.S.C. 481 


[Every steamer navigating the ocean, or any lake, bay, or sound of 
the United States, shall be provided with such numbers of lifeboats, 
floats, rafts, life preservers, line-carrying projectiles, and the means 
of propelling them, and drags, as will best secure the safety of all 
persons on board such vessels in case of disaster; and every seagoing 
vessel carrying passengers, and every such vessel navigating any of 
the northern or northwestern lakes, shall have the lifeboats required 
by law, provided with suitable boat-disengaging apparatus, so ar- 
ranged as to allow such boats to be safely launched. And the Board 
of Supervising Inspectors shall fix and determine, by their rules and 
regulations, the character and arrangement of boat-disengaging 
apparatus and the character of lifeboats, floats, rafts, life preservers, 
line-carrying projectiles, and the means of propelling them, and drags 
that shall be used on such vessels, and also the character and capacity 
of pumps or other appliances for freeing the steamer from water in 
case of heavy leakage, the capacity of such pumps or appliances being 
suited to the navigation in which the steamer is employed. Every 
vessel subject to the provisions of this title shall, while in operation, 
carry one life preserver for each and every person allowed to be carried 
on said vessel by the certificate of inspection, including each member 
of the crew: Provided, however, That upon such vessels and under such 
conditions as are specified in section forty-four hundred and eighty-two 
floats may be substituted for life preservers. Any person who willfully 
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and knowingly manufactures or sells, or offers for sale, or has in his 
possession with intent to sell, life preservers containing metal or other 
nonbuoyant material, for the purpose of increasing the weight thereof, 
or more metal or other such material than is reasonably necessary for 
the construction thereof, or who shall so manufacture, sell, offer for 
sale, or possess with intent to sell any other articles commonly used 
for preservation of life or the prevention of fire on board vessels 
subject to the provisions of this title, which articles shall be so de- 
fective as to be inefficient to accomplish the purposes for which they 
are respectively intended and designed, shall upon conviction, be fined 
not more than two thousand dollars, and may, in addition thereto, in 
the discretion of the court, be imprisoned not exceeding five years. 

[The powers bestowed by this section upon the Board of Supervis- 
ing Inspectors in respect of lifeboats, floats, rafts, life preservers, and 
other lifesaving appliances and equipment, and the further require- 
ments herein as to davits, embarkation of passengers in lifeboats and 
rafts, and the manning of lifeboats and rafts, and the musters and 
drills of the crews, on steamers navigating the ocean, or any lake, bay, 
or sound of the United States, on and after July first, nineteen hundred 
and fifteen, shall be subject to the provisions, limitations, and minimum 
requirements of the regulations herein set forth, and all such vessels 
shall thereafter be required to comply in all respects therewith: 
Provided, That foreign vessels leaving ports of the United Stat » shall 
comply with the rules herein prescribed as to life-saving appliances, 
their equipment, and the manning of same. 


[LREGULATIONS 
[Lire-Savinc APPLIANCES 
[STANDARD TYPES OF BOATS 


[The standard types of boats classified as follows: 
(Class Section Type 


. Open. Internal buoyancy only. 
Cl . Open. Internal and_ external 
[ (Entirely rigid sides) buoyancy. 
C. Pontoon. Well deck; fixed water- 
tight bulwarks. 
. Open. Upper part of sides col- 
[il lapsible. 
[ (Partially collapsible sides).__)B. Pontoon. Well deck, collapsible 
water-tight bulwarks. 
C. Pontoon. Flush deck; collapsible 
water-tight bulwarks. 


[STRENGTH OF BOATS 


[Each boat must be of sufficient strength to enable it to be safely 


lowered into the water when loaded with its full complement of persons 
and equipment. 
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[ALTERNATIVE TYPES OF BOATS AND RAFTS 


[Any type of boat may be accepted as equivalent to a boat of one 
of the prescribed classes and any type of raft as equivalent to an ap- 
proved pontoon raft, if the Board of Supervising Inspectors, with the 
approval of the Secretary of Commerce, is satisfied by suitable trials 
that it is as effective as the standard types of the class in question, 
or as the approved type of pontoon raft, as the case may be. 

[Motor boats may be accepted if they comply with the require- 
ments laid down for boats of the first class, but only to a limited 
number, which number shall be determined by the Board of Super- 
vising Inspectors, with the approval of the Secretary of Commerce. 

[No boat may be approved the buoyancy of which depends upon 
the previous adjustment of one of the principal parts of the hull or 
which has not a cubic capacity of at least one hundred and twenty-five 
cubic feet. 

[OATS OF THE FIRST CLASS 


The standard types of boats of the first class must satisfy the 
following conditions: 


[1A.—Open boats with internal buoyancy only 


[The buoyancy of a wooden boat of this type shall be provided by 
water-tight air cascs, the total volume of which shall be at least equal 
to one-tenth of the cubic capacity of the boat. 

[The buoyancy of a metal boat of this type shall not be less than 
that required above for a wooden boat of the same cubic capacity, 
the volume of water-tight air cases being increased accordingly. 


[1B.—Open boats with internal and external buoyancy 


[The internal buoyancy of a wooden boat of this type shall be 
rovided by water-tight air cases, the total volume of which is at 
east equal to seven and one-half per centum of the cubic capacity 
of the boat. 

[The external buoyancy may be of cork or of any other equally 
efficient material, but such buoyancy shall not be secured by the use 
of rushes, cork shavings, loose granulated cork, or any other loose 
granulated substance, or by any means dependent upon inflation by 
air. 

[lf the buoyancy is of cork, its volume, for a wooden boat, shall 
not be less than thirty-three thousandths of the cubic capacity of the 
boat; if of any material other than cork, its volume and distribution 
shall be such that the buoyancy and stability of the boat are not less 
than that of a similar boat provided with buoyancy of cork. 

[The buoyancy of a metal boat shall be not less than that required 
above for a wooden boat of the same cubic capacity, the volume of 
the air cases and external buoyancy being increased accordingly. 


[1C.—Pontoon boats, in which persons can not be accommodated below 
the deck, having a well deck and fixed watertight bulwarks 


[The area of the well deck of a boat of this type shall be at least 
thirty per centum of the total deck area. The height of the well 
deck above the water line at all points shall be at least equal to one- 
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half per centum of the length of the boat, this height being increased 
to one and one-half per centum of the length of the boat at the ends 
of the well. 

[The freeboard of a boat of this type shall be such as to provide 
for a reserve buoyancy of at least thrity-five per centum. 





[BOATS OF THE SECOND CLASS 


[The standard types of boats of the second class must satisfy the 
following conditions: 


[2A.—Open boats having the upper part of the sides collapsible 

[A boat of this type shall be fitted both with water-tight air cases 
and with external buoyancy, the volume of which, for each person 
which the boat is able to accommodate, shall be at least equal to the 
following amounts: Air cases, one and five-tenths cubic feet; external 
buoyancy (if of cork), two-tenths cubic foot. 

[The minimum freeboard of boats of this type is fixed in relation 
to their length; it is measured vertically to the top of the solid hull 
at the side amidships, fro: the water level when the boat is loaded. 

[The freeboard in fresh water shall ot be less than the following 
amounts: 


Length of Minimum 
the boat freeboard 


Fee: 
26 


28 
30 











Inchex 
s 






9 
10 


[The freeboard of boats of intermediate lengths is to be found by 
interpolation. 


[2B.—Pontoon boats having a well deck and collapsible bulwarks 


[All the conditions laid down for boats of type 1C are to be applied 
to boats of this type, which differ from those of type 1C only in regard 
to the bulwarks. 


[2C.—Pontoon boats, in which the persons can not be accommodated 
below deck, having a flush deck and collapsible bulwarks 

[The minimum freeboard of boats of this type is independent of 
their lengths and depends only upon their depth. The depth of the 
boat is to be measured vertically from the underside of the garboard 
strake to the top of the deck on the side amidships, and the freeboard 
is to be measured from the top of the deck at the side amidships to 
the water level when the boat is loaded. 

[The freeboard in fresh water shall not be less than the following 
amounts, which are applicable without correction to boats having a 
mean sheer equal to three per centum of their length: 





Minimum 
freeboard 


Depth of 
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[For intermediate depths the freeboard is obtained by interpolation. 

[If the sheer is less than the standard sheer defined above, the 
minimum freeboard is obtained by adding to the figures in the table 
one-seventh of the difference between the standard sheer and the 
actual mean sheer measured at the stem and sternpost. No deduction 
is to be made from the freeboard on account of the sheer being greater 
than the standard sheer or on account of the camber of the deck. 


[MorTor BOATS 


[When motor boats are accepted, the volume of internal buoyancy 
and, when fitted, the external buoyancy, must be fixed, having regard 
to the difference between the weight of the motor and its accessories 
and the weight of the additional persons which the boat could accom- 
modate if the motor and its accessories were removed. 


[ ARRANGEMENTS FOR CLEARING PONTOON LIFEBOATS OF WATER 


[All pontoon lifeboats shall be fitted with efficient means for quickly 
clearing the deck of water. The orifices for this purpose shall be such 
that the water cannot enter the boat through them when they are in- 
termittingly submerged. The number and size of the orifices shall be 
determined for each type of boat by a special test. 

[For the purpose of this test the pontoon boat shall be loaded with a 
weight of iron or bags of sand, equal to that of its complement of per- 
sons and equipment. 

[In the case of a boat twenty-eight feet in length two tons of water 
shall be cleared from the boat in a time not exceeding the following: 
type 1C, sixty seconds; type 2B. sixty seconds; type 2C, twenty 
seconds. 

[In the case of a boat having a length greater or less than twenty- 
eight feet the weight of water to be cleared in the same time shall be, 
for each type, directly proportional to the length of the boat. 


[CONSTRUCTION OF BOATS 


[Open lifeboats of the first class (types 1A and 1B) must have a 
mean sheer at least equal to four per centum of their length. 

[The air cases of open boats of the first class shall be placed along 
the sides of the boat; they may also be placed at the ends of the boat, 
but not in the bottom of the boat. 

[Pontoon lifeboats may be built of wood or metal. If constructed 
of wood, they shall have the bottom and deck made of two thicknesses 
with textile material between; if of metal, they shall be divided into 
water-tight compartments with means of access to each compartment. 

[All boats shall be fitted for the use of a steering oar. 


[PONTOON RAFTS 


[No type of pontoon raft may be approved unless it satisfies the 
following conditions: 

[First. It should be reversible and fitted with bulwarks of wood, 
canvas, or other suitable material on both sides. These bulwarks may 
be collapsible. 
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[Second. [t should be of such size, strength, and weight that it 
can be handled without mechanical appliances, and, if necessary, be 
thrown from the vessel’s deck. 

[Third. It should have not less than three cubic feet of air cases or 
equivalent buoyancy for each person whom it can accommodate. 

[Fourth. It should have a deck area of not less than four square feet 
for each person whom it can accommodate and the platform should 
me less than six inches above the water level when the raft is 
oaded. 

[ Fifth. The air cases or equivalent buoyancy should be placed as 
near as possible to the sides of the raft. 


[capacity OF BOATS AND PONTOON RAFTS 


[First. The number of persons which a boat of one of the standard 
types or a pontoon raft can accommodate is equal to the greatest 
whole number obtained by dividing the capacity in cubic feet, or the 
surface in square feet, of the boat or of the raft by the standard unit 
of capacity, or unit of surface (according to circumstances), defined 
below for each type. 

[Second. The cubic capacity in feet of a boat in which the number 
of persons is determined by the surface shall be assumed to be ten 
times the number of persons which it is authorized to carry. 

{Third. The standard units of capacity and surface are as follows: 

[Units of capacity, open boats, type 1A, ten cubic feet ; open boats, 
type 1B, nine cubic feet. 

[Unit of surface, open boats, type 2A, three and one-half square 
feet; pontoon boats, type 2C, three and one-half square feet: pontoon 
boats, type 1C, three and one-fourth square feet; pontoon boats, type 
2B, three and one-fourth square feet. 

[Fourth. The board of supervising inspectors, with the approval of 
the Secretary of Commerce, may accept, in place of three and one- 
fourth, a smaller divisor, if it is satisfied after trial that the number of 
= for whom there is seating accommodation in the pontoon 

oat in question is greater than the number obtained by applying the 
above divisor, provided always that the divisor adopted in place of 
three and one-fourth may never be less than three. 


[CAPACITY LIMITS 


[Pontoon boats and pontoon rafts shall never be marked with a 
number of persons greater than that obtained in the manner specified 
in this section. 

[This number shall be reduced— 

[First. When it is greater than the number of persons for which 
there is proper seating accommodation, the latter number being deter- 
mined in such a way that the persons when seated do not interfere 
in any way with the use of the oars. 

[Second. When in the case of boats other than those of the first two 
sections of the first class, the freeboard, when the boat is fully loaded, 
is less than the freeboard laid down for each type respectively. In 
such circumstances the number shall be reduced until the freeboard, 
when the boat is fully loaded, is at least equal to the standard freeboard 
laid down above. 

[In boats of types 1C and 2B the raised part of the deck at the 
sides may be regarded as affording seating accommodation. 
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[EQUIVALENTS FOR AND WEIGHT OF THE PERSONS 


[In test for determining the number of persons which a boat or 
pontoon raft can accommodate each person shall be assumed to be 
an adult person wearing a life jacket. 

[In verifications of freeboard the pontoon boats shall be loaded 
with a weight of at least one hundred and sixty-five pounds for each 
adult person that the pontoon boat is authorized to carry. 

[In all cases two children under twelve years of age shall be reckoned 
as one person. 


[cusic CAPACITY OF OPEN BOATS OF THE FIRST CLASS 


[First. The cubic capacity of an open boat of type 1A or 1B shall 
be determined by Stirling’s (Simpson’s) rule or by any other method, 
approved by the Board of Supervising Inspectors, giving the same 
degree of accuracy. The capacity of a square-sterned boat shall be 
calculated as if the boat had a pointed ‘stern. 

[Second. For example, the capacity in cubic feet of a boat, calcu- 
lated by the aid of Stirling’s rule, may be considered as given by the 
following formula: 

[Capacity= 1 (4A+2B+4C) 
12 
1 being the length of the boat in meters (or feet) from the inside of 
the planking or plating at the stem to the corresponding point at the 
stern post; in the case of a boat with a square stern, the length is 
measured to the inside of the transom. 

[A, B, C denote, respectively, the areas of the cross sections at the 
quarter length forward, amidships, and the quarter length aft, which 
correspond to the three points obtained by dividing 1 into four equal 
parts. (The areas corresponding to the two ends of the boat are 
considered negligible. ) 

[The areas A, B, C shall be deemed to be given in square feet by 
the successive application of the following formula to each of the 
three cross sections: 


[Area= h(a+4b+2c+4d—e) 
12 
[h being the depth measured in meters (or in feet) inside the planking 
or plating from the keel to the level of the gunwale, or, in certain 
cases, to a lower level, as determined hereafter. 

[a, b, c, d, e denote the horizontal breadths of the boat measured in 
feet at the upper and lower points of the depth and at the three points 
obtained by dividing h into four equal parts (a and e being the breadths 
at the extreme points, and c at the middle point, of h). 

[{Third. If the sheer of the gunwale, measured at the two points 
situated at a quarter of the tength of the boat from the ends, exceeds 
one per centum of the length of the boat, the depth employed in calcu- 
lating the area of the cross sections A or C shall be deemed to be the 
depth amidships plus one per centum of the length of the boat. 

Fourth. If the depth of the boat amidships exceeds forty-five per 
centum of the breadth, the depth employed in caiculating the area of 
the midship cross section B shall be deemed to be equal to forty-five 
per centum of the breadth; and the depth employed in calculating the 


59004°— 59 S. Rept., 86 1, vol. 4 65 
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areas of the quarter-length sections A and C is obtained by increasing 
this last figure by an amount equal to one per centum of the length of 
the boat, provided that in no case shall the depths employed in the 
calculation exceed the actual depths at these points. 

(Fifth. If the depth of the boat is greater than four feet, the number 
of persons given by the application of this rule shall be reduced in 

roportion to the ratio of four feet to the actual depth, until the boat 
as been satisfactorily tested afloat with that number of persons on 
board all wearing life jackets. 

[Sixth. The Board of Supervising Inspectors shall impose, by 
suitable formulae, a limit for the number of persons allowed in boats 
with very fine ends and in boats very full in form. 

[Seventh. The Board of Supervising Inspectors may by regulation 
assign to a boat a capacity equal to the product of the length, the 
breadth, and the depth multiplied by six-tenths if it is evident that 
this formula does not give a greater capacity than that obtained by 
the above method. ‘The dimensions shall then be measured in the 
following manner: 

[Length. From the insersection of the outside of the planking 
with the stem to the corresponding point at the sternpost or, in the 
case of a square-sterned boat, to the afterside of the transom. 

(Breadth. From the outside of the planking at the point where the 
breadth of the boat is greatest. 

[Depth. Amidships inside the planking from the keel to the level 
of the gunwale, but the depth used in calculating the cubic capacity 
may not in any case exceed forty-five per centum of the breadth. 

[In all cases the vessel owner has the right to require that the cubic 
capacity of the boat shall be determined by exact measurement. 

(Eighth. The cubic capacity of a motor boat is obtained from the 
gross capacity by deducting a volume equal to that occupied by the 
motor and its accessories. 


[pEcK AREA OF PONTOON BOATS AND OPEN BOATS OF THE SECOND CLASS 


[First. The area of the deck of a pontoon boat of type 1C, 2B, 
or 2C shall be determined by the method indicated below or by any 
other method giving the same degree of accuracy. The same rule is 
to be applied in determing the area within the fixed bulwarks of a 
boat of type 2A. 

[Second. For example, the surface in square feet of a boat may be 
deemed to be given by the following formula: 


[Area=, (20+ 1.5b+4c+1.5d+2e) 


[I being the length in feet from the intersection of the outside of the 
planking with the stem to the corresponding point at the sternpost. 

[a, b, c, d, e denote the horizontal breadths in feet outside the 
planking at the points obtained by dividing 1 into four equal parts 
and subdividing the foremost and aftermost parts into two equal 
parts (a and e being the breadths at the extreme subdivisions, ¢ at 
the middle point of the length, and b and d at the intermediate points). 
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[MARKING OF BOATS AND PONTOON RAFTS 


{The dimensions of the boat and the number of persons which it is 
authorized to carry shall be marked on it in clear, permanent charac- 
ters, according to regulations by the Board of Supervising Inspectors, 
approved by the Secretary of Commerce. These marks shall be 
specifically approved by the officers appointed to inspect the ship. 

[Pontoon rafts shall be marked with the number of persons in the 
same manner. 


(EQUIPMENT OF BOATS AND PONTOON RAFTS 


[First. The normal equipment of every boat shall consist of— 

[(a) A single banked complement of oars and two spare oars; 
one set and a half of thole pins or crutches; a boat hook. 

[(b) Two plugs for each plug hole (plugs are not required when 
aoe automatic valves are fitted); a bailer and a galvanized-iron 

ucket. 

te A tiller or yoke and yoke lines. 

(d) Two hatchets. 

RA A lamp filled with oil and trimmed. 

(f) A mast or masts with one good sail at least, and proper gear 
for each. (This does not apply to motor lifeboats or lifeboats on 
the Great Lakes or other inland waters.) 

[(g) A suitable compass. 

[Pontoon lifeboats will have no plug hole, but shall be provided 
with at least two bilge pumps. 

[In the case of a steamer which carries passengers in the North 
Atlantic, all the boats need not be equipped with masts, sails, and 
compasses, if the ship is provided with a radiotelegraph installation. 

[Second. The normal equipment of every approved pontoon raft 
shall consist of— 

{(a) Four oars. 

[(b) Five rowlocks. 

[(c) A self-igniting life-buoy light. 

[Third. In addition, every boat and every pontoon raft shall be 
equipped with— 

[(a) A life line becketed around the outside. 

(b) a sea anchor. 

(c) A painter. 

[(d) A vessel containing one gallon of vegetable or animal oil. The 
vessel shall be so constructed that the oil can be easily distributed on 
the water and so arranged that it can be attached to the sea anchor. 

{(e) A water-tight receptacle containing two pounds avoirdupois of 
provisions for each person, except on vessels navigating fresh water. 

{(f) A water-tight receptacle containing one quart for each person, 
except on vessels navigating fresh water. 

[(g) A number of self-igniting “red lights” and a water-tight box 
of matches. 

(Fourth. All loose equipment must be securely attached to the boat 
or pontoon raft to which it belongs. 


[stowaGse OF BOATS—NUMBER OF DAVITS 


[The minimum number of sets of davits is fixed in relation to the 
length of the vessel; provided that a number of sets of davits greater 
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than the number of boats necessary for the accommodation of all the 
persons on board may not be required. 


[HANDLING OF THE BOATS AND RAFTS 


[All the boats and rafts must be stowed in such a way that they can 
be launched in the shortest possible time and that, even under unfavor- 
able conditions of list and trim from the point of view of the handling 
of the boats and rafts, it may be possible to embark in them as large a 
number of persons as possible. 

[The arrangements must be such that it may be possible to launch 
on either side of the vessels as large a number of boats and rafts as 
possible, 

[sTRENGTH AND OPERATION OF THE DAVITS 


The davits shall be of such strength that the boats can be lowered 
with their full complement of persons and equipment, the vessel being 
assumed to have a list of fifteen degrees. 

[The davits must be fitted with a gear of sufficient power to insure 
that the boat can be turned out against the maximum list under 
which the lowering of the boat is possible on the vessel in question. 


(orHEeR APPLIANCES EQUIVALENT TO DAVITS 


[Any appliance may be accepted in lieu of davits or sets of davits 
if the Board of Supervising Inspectors, with the approval of the 
Secretary of Commerce, is satisfied after proper trials that the ap- 
pliance in question is as effective as davits for placing the boats in 
the water. 

[pavits 


[Each set of davits shall have a boat of the first class attached to 
it, provided that the number of open boats of the first class attached 
to davits shall not be less than the minimum number fixed by the 
table which follows. 

[If it is neither practicable nor reasonable to place on a vessel the 
minimum number of sets of davits required by the rules, the Board of 
Supervising Inspectors, with the approval of the Secretary of Com- 
merce, may authorize a smaller number of sets of davits to be fitted, 
provided always that this number shall never be less than the mini- 
mum number of open boats of the first class required by the rules. 

[if a large proportion of the persons on board are accommodated 
in boats whose length is greater than fifty feet, a further reduction in 
the number of sets of davits may be allowed exceptionally, if the 
Board of Supervising Inspectors, with the approval of the Secretary 
of Commerce, is satisfied that the arrangements are in all respects 
satisfactory. 

[In all cases in which a reduction in the minimum number of sets 
of davits or other equivalent appliances required by the rules is 
allowed, the owner of the vessel in question shall be required to prove, 
by a test made in the presence of an officer daoigaaited by the Super- 
vising Inspector General, that all the boats can be efficiently launched 
in a minimum time. 

[The conditions of this test shall be as follows: 

[First. The vessel is to be upright and in smooth water. 
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[Second. The time is the time required from the beginning of the 
removal of the boat covers, or any other operation necessary to pre- 
= the boats for lowering, until the last boat or pontoon raft is 
afloat. 

(Third. The number of men employed in the whole operation must 
not exceed the total number of boat hands that will be carried on the 
vessel under normal service conditions. 

(Fourth. Each boat when being lowered must have on board at 
least two men and its full equipment as required by the rules. 

[The time allowed for putting all the boats into the water shall be 
fixed by the Board of Supervising Inspectors, with the approval of the 
Secretary of Commerce. 


[MINIMUM NUMBER OF DAVITS AND OF OPEN BOATS OF THE 
FIRST CLASS—-MINIMUM BOAT CAPACITY 


[The following table fixes, according to the length of the vessel— 

{(A) The minimum number of sets of davits to be provided, to each 
of which must be attached a boat of the first class in accordance with 
this section. 

[(B) The minimum total number of open boats of the first class, 
which must be attached to davits, in accordance with this section. 

[(C) The minimum boat capacity required, including the boats 
attached to davits and the additional boats, in accordance with this 
section. 















Minimum Minimum Minimum 
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Registered length of the ship (feet) 
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[When the length of the vessel exceeds one thousand and thirty 
feet, the Board of Supervising Inspectors, with the approval of the 
Secretary of Commerce, shall determine the minimum number of sets 
of davits and of open boats of the first class for that vessel. 


[ EMRARKATION OF THE PASSENGERS IN THE LIFEROATS AND RAFTS 


[Suitable arrangements shall be made for embarking the passengers 
in the boats, in accord with regulations by the Board of Supervising 
Inspectors, with the approval of the Secretary of Commerce. 

[In vessels which carry rafts there shall be a number of rope or 
wooden ladders always available for use in embarking the persons on 
to the rafts. 

[The number and arrangement of the boats, and (where they are 
allowed) of the pontoon rafts, on a vessel depends upon the total 
number of persons which the vessel is intended to carry: Provided, 
That there shall not be required on any voyage a total capacity in 
boats, and (where they are allowed) pontoon rafts, greater than that 
necessary to accommodate all the persons on board. 

[At no moment of its voyage shall any passenger steam vessel of 
the United States on ocean routes more than twenty nautical miles 
offshore have on board a total number of persons greater than that 
for whom accommodation is provided in the lifeboats and pontoon 
life rafts on board. 

[If the lifeboats attached to davits do not provide sufficient accom- 
modation for all persons on board, additional lifeboats of one of the 
standard types shall be provided. This addition shall bring the total 
capacity of the boats on the vessel at least up to the greater of the two 
following amounts: 

[(a) The minimum capacity required by these regulations; 

[(b) A capacity sufficient to accommodate seventy-five per centum 
of the persons on board. 

[The remainder of the accommodation required shall be provided, 
under regulations of the Board of Supervising Inspectors, approved 
by the Secretary of Commerce, either in boats of class one or class 
two, or in pontoon rafts of an approved type. 

[At no moment of its voyage shall any passenger steam vessel of 
the United States on ocean routes less than twenty nautical miles 
offshore have on baord a total number of persons greater than that 
for whom accommodation is provided in the lifeboats and pontoon 
rafts on board. The accommodation provided in lifeboats shall in 
every case be sufficient to accommodate at least seventy-five per 
centum of the persons on board. The number and type of such 
lifeboats and life rafts sha.! be determined by regulations of the Board 
of Supervising Inspectors, approved by the Secretary of Commerce: 
Provided, That during the interval from May fifteenth to September 
fifteenth, inclusive, any passenger steam vessel of the United States, 
on ocean routes less than twenty nautical miles offshore, shall be 
required to carry accommodation for not less than seventy per centum 
of the total number of persons on board in lifeboats and pontoon life 
rafts, of which accommodation not less than fifty per centum shall be 
in lifeboats and fifty per centum may be in collapsible boats or rafts, 
under regulations of the Board of Supervising Inspectors, approved 
by the Secretary of Commerce. 
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[At no moment of its voyage may any ocean-cargo steam vessei of 
the United States have on board a total number of persons greater 
than that for whom accommodation is provided in the lifeboats on 
board. The number and types of such boats shall be determined by 
regulations of the Board of Supervising Inspectors, approved by the 
Secretary of Commerce. 

[At no moment of its voyage may any passenger steam vessel of 
the United States on the Great Lakes, on routes more than three miles 
offshore, except over waters whose depth is not sufficient to submerge 
all the decks of the vessel, have on board a total number of persons, 
including passengers and crew, greater than that for whom accom- 
modation is provided in the lifeboats and pontoon life rafts on board. 
The accommodation provided in lifeboats shall in every case be sufli- 
cient to accommodate at least seventy-five per centum of the persons 
on board. The number and types of such lifeboats and life rafts shall 
be determined by rezulations of the Board of Supervising Inspectors, 
approved by the Secretary of Commerce: Provided, That during the 
interval from May fifteenth to September fifteenth, inclusive, any 
such steamer shall be required to carry accommodation for not less 
than fifty per centum of persons on board in lifeboats and pontoon 
life rafts, of which accommodation not less than two-fifths shall be in 
lifeboats and three-fifths may be in collapsible boats or rafts, under 
regulations of the Board of Supervising Inspectors, approved ‘by the 
Secretary of Commerce: Provided further, That all passenger steam 
vessels of the United States, the keels of which are laid after the first 
of July, nineteen hundred and fifteen, for service on ocean routes, or 
for service from September fifteenth to May fifteenth on the Great 
Lakes on routes more than three miles offshore, shall be built to carry, 
and shall carry, enough lifeboats and life rafts to accommodate all 

ersons on board, including passengers and crew: And provided further, 
hat not more than twenty-five per centum of such equipment may 
be in pontoon life rafts or collapsible lifeboats. 

[At no moment of its voyage may any cargo steam vessel of the 
United States on the Great Lakes have on board a total number of 
persons greater than that for whom accommodation is provided in the 
lifeboats on board. The number and types of such boats shall be 
determined by regulations of the Board of Supervising Inspectors 
approved by the Secretary of Commerce. 

[The number, types, and capacity of lifeboats and life rafts, to- 
gether with the proportion of such accommodation to the number of 
persons on board which shall be carried on steam vessels on the Great 
Lakes, on routes three miles or less offshore or over waters whose 
depth is not sufficient to submerge all the decks of the vessel, and on 
all other lakes, and on rivers, bays, and sounds, shall be determined 
by regulations of the Board of Supervising Inspectors, approved by 
the Secretary of Commerce. 

[The Secretary of Commerce is authorized in specific cases to 
exempt existing vessels from the requirements of this section that the 
davits shall be of such strength and shall be fitted with a gear of suf- 
ficient power to insure that “the boats can be lowered with their full 
complement of persons and equipment, the vessel being assumed to 
have a list of fifteen degrees, where their strict application would not 
be practicable or reasonable. 
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[CERTIFICATED LIFEBOAT MEN——-MANNING OF THE BOATS 


[There shall be for each boat or raft a nuniber of lifeboat men at 
least equal to that specified as follows: If the boat or rait carries 
twenty-five persons or less, the minimum number of certificated life- 
boat men shall be one; if the boat or raft carries twenty-six persons 
and less than forty-one persone the minimum number of certificated 
lifeboat men shall be two; if the boat or raft carries forty-one persons 
and less than sixty-one persons the minimum number of certificated 
lifeboat men shall be three; if the boat or raft carries from sixty-one 
to eighty-five persons, the minimum number of certificated lifeboat 
men shail be four; if the boat or raft carries from eighty-six to one 
hundred and ten persons, the minimum number of certificated life- 
boat men shall be five; if the boat or raft carries from one hundred 
and eleven to one hundred and sixty persons, the minimum number 
of certificated lifeboat men shall be six; if the boat or raft carries 
from one hundred and sixty-one to two hundred and ten persons, the 
minimum number of certificated lifeboat men shall be seven; and, 
thereafter, one additional certificated lifeboat man for each additional 
fifty persons: Provided, That if the raft carries fifteen persons or less 
a licensed officer or able seaman need not be placed in charge of such 
raft: Provided further, That one-half the number of rafts carried shall 
have a capacity of exceeding fifteen persons. 

[The i of the certificated lifeboat men to each boat and 
raft remains within the discretion of the master, according to the 
circumstances. 

[By ‘certificated lifeboat man” is meant any member of the crew 
who holds a certificate of efficiency issued under the authority of the 
Secretary of Commerce, who is hereby directed to provide for the 
issue of such certificates. 

[In order to obtain the special lifeboat man’s certificate the appli- 
cant must prove to the satisfaction of an officer designated by the 
Secretary of Commerce that he has been trained in all the operations 
connected with launching lifeboats and the use of oars; that he is 
acquainted with the practical handling of the boats themselves; and, 
further, that he is capable of understanding and answering the orders 
relative to lifeboat service. 

[Section forty-four hundred and sixty-three of the Revised Statutes 
as amended is hereby amended by adding the words “‘including certifi- 
cated lifeboat men, separately stated,” to the word ‘‘crew” wherever 
it occurs. 

[MANNING OF BOATS 


[A licensed officer or able seaman shall be placed in charge of each 
Soat or pontoon raft; he shall have a list of its lifeboat men, and other 
members of its crew which shall be sufficient for her safe management, 
and shall see that the men placed under his orders are acquainted with 
their several duties and stations. 

{A man capable of working the motor shall be assigned to each 
motor boat. 

[The duty of seeing that the boats, pontoon rafts, and other life- 
saving appliances are at all times ready for use shall be assigned to one 
or more officers. 
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[MUSTER ROLL AND DRILLS 


[Special duties for the event of an emergency shall be allotted to 
each member of the crew. 

[The muster list shows all these special duties, and indicates, in 
particular, the station to which each man must go, and the duties 
that he has to perform. 

[Before the vessel sails the muster list shall be drawn up and 
exhibited, and the proper authority, to be designated by the Secretary 
of Commerce, shall be satisfied that the muster list has been prepared 
for the vessel. It shall be posted in several parts of the vessel, and 
in particular in the crew’s quarters. 


[MUSTER LIST 


{The muster list shall assign duties to the different members of 
the crew in connection with— 

[(a) The closing of the water-tight doors, valves, and so forth. 

[(b) The equipment of the boats and rafts generally. 

L(c) The launching of the boats attached to davits. 

Ltd) The general preparation of the other boats and the pontoon 
ralts. 

{(e) The muster of the passengers. 

[(f) The extinction of fire. 

{The muster list shall assign to the members of the stewards’ 
department their several duties in relation to the passengers at a time 
of emergency. ‘These duties shall include— 

[(a) Warning the passengers. 

[(b) Seeing that they are dressed and have put on their life jackets 
in & proper manner. 

[(c) Assembling the passengers. 

[(d) Keeping order in the passages and on the stairways, and, 
generally, controlling the movements of the passengers. 

[The muster list shall specify definite alarm signals for calling all 
the crew to the boat and fire stations, and shall give full particulars 
of these signals. 

[MUSTERS AND DRILLS 


[Musters of the crews at their boat and fire stations, followed by 
boat and fire drills, respectively, shall be held at least once a week, 
either in port or at sea. An entry shall be made in the official log book 
of these drills, or of the reason why they could not be held. 

[Different groups of boats shall be used in turn at successive boat 
drills. The drills and inspections shall be so arranged that the crew 
thoroughly understand and are practiced in the duties they have to 
perform, and that all the boats and pontoon rafts on the ship with the 
gear appertaining to them are always ready for immediate use. 


[LIFE JACKETS AND LIFE BUOYS 


[A life jacket of an approved type, or other appliance of equal 
buoyancy and capable of being fitted on the body, shall be carried for 
for every person on board, and, in addition, a sufficient number of life 
jackets, or other equivalent applicances, suitable for children. 
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{ First. A life jacket shall satisfy the following conditions: 

[(a) It shall be of approved material and construction. 

[(b) It shall be capable of supporting in fresh water for twenty-four 
hours fifteen pounds avoirdupois of iron. 

[Life jackets the buoyancy of which depends on air compartments 
are prohibited. 

[Second. A life buoy shall satisfy the following conditions: 

[(a) It shall be of solid cork or any other equivalent material. 

[(b) It shall be capable of supporting in fresh water for twenty- 
four hours at lease thirty-one pounds avoirdupois of iron. 

[Life buoys filled with rushes, cork shavings, or granulated cork, or 
any other loose granulated material, or whose buoyancy depends 
upon air compartments which require to be inflated, are prohibited. 

[Third. The minimum number of life buoys with which vessels 
are to be provided is fixed as follows: 

[Vessels under one hundred feet in length, minimum number of 
buoys, two; vessels one hundred feet and less than two hundred feet 
in length, minimum number of buoys, four, of which two shall be 
luminous; vessels two hundred feet and less than three hundred 
feet in length, minimum number of buoys, six, of which two shall be 
luminous; vessels three hundred feet and less than four hundred 
feet in length, minimum number of buoys, twelve, of which four 
shall be luminous; vessels four hundred feet and less than six hundred 
feet in length, minimum number of buoys, eighteen, of which nine 
shall be luminous; vessels six hundred feet and less than eight hundred 
feet in length, minimum number of buoys, twenty-four, of which 
twelve shall be luminous; vessels eight hundred feet and over in 
length, minimum number of buoys, thirty, of which fifteen shall be 
luminous. 

[Fourth. All the buoys shall be fitted with beckets securely seized. 
Where two buoys only are carried, one shall be fitted with a life line 
at least fifteen fathoms in length, and where more than two buoys are 
carried, at least one buoy on each side shall be fitted with a life line 
of at least fifteen fathoms in length. The lights shall be efficient self- 
igniting lights which can not be extinguished in water and they shall 
be kept near the buoys to which they belong, with the necessary means 
of attachment. 

[Fifth. All the life buoys and life jackets shall be so placed as to be 
readily accessible to the persons on board; their position shall be 
plainly indicated so as to be known to the persons concerned. 

[The life buoys shall always be capable of being rapidly cast loose 
and shall not be permanently secured in any way. The owner of an 
vessel who neglects or refuses to provide and equip his vessel wit 
such lifeboats, floats, rafts, life preservers, line-carrying projectiles, 
and the means of propelling them, drags, pumps, or other appliances, 
as are required under the provisions of this section, or under the regu- 
lations of the Board of Supervising Inspectors, approved by the Secre- 
tary of Commerce, authorized by and made pursuant hereto, shall be 
fined not less than $500, nor more than $5,000, and every master of a 
vessel who shall fail to comply with the requirements of this section 
and the regulations of the Board of Supervising Inspectors, approved 
by the Secretary of Commerce, authorized by and made pursuant 
3000.4 shall upon conviction be fined not less than $50, nor more than 
$500. 








Oowre vw er aw HN .CmW™m.CUWNYPOUS 


COAST GUARD TO PRESCRIBE LIFESAVING REGULATIONS 23 


[(1) Section 4470 of the Revised Statutes (46 U.S.C. 463) 


[‘‘Every steamer carrying passengers or freight shall be provided 
with suitable pipes and valves attached to the boiler to convey steam 
into the hold and to the different compartments thereof to extinguish 
fire, or such other suitable apparatus as may be prescribed by the 
regulations of the board of supervising inspectors, with the approval 
of the Secretary of Commerce and Labor, for extinguishing fire in the 
hold and compartments thereof by the introduction through pipes into 
such hold and compartments of carbonic acid gas or other fire-ex- 
tinguishing gas or vapor; and every stove used on board of any such 
vessel shall be well and securely fastened, so as to prevent it from 
being moved or overthrown, and all woodwork or other ignitible 
substances about the boilers, chimneys, cook houses, and stovepipes, 
exposed to ignition shall be thoroughly shielded by some incombustible 
material in such a manner as to i the air to circulate freely be- 
tween such material and woodwork or other ignitible substance; and 
before granting a certificate of inspection the inspector shall require 
all other necessary provisions to be made thrvuighowt such vessel to 
guard against loss or danger from fire.”’} 


[(2) Section 4471 of the Revised Statutes (46 U.S.C. 464) 


[‘‘Suc. 4471. Every steamer permitted by her certificate of inspec- 
tion to carry as many as fifty passengers, or upward, and every 
steamer carrying passengers, which also carries cotton, hay, or hemp, 
shall be provided with a good double-acting steam fire pump, or other 
equivalent apparatus for throwing water. Such pump or other ap- 
paratus for throwing water shall be kept at all times and at all seasons 
of the year in good order and ready for immediate use, having at least 
two pipes of suitable dimensions, one on each side of the vessel, to 
convey the water to the upper decks, to which pipes there shall be 
attached, by means of stopcocks or valves, both between decks and 
on the upper deck, good and suitable hose of sufficient strength to 
stand a pressure of not less than one hundred pounds to the square 
inch, long enough to reach to all parts of the vessel and properly pro- 
vided with nozzles, and kept in good order and ready for immediate 
service. Each fire pump thus prescribed shall be supplied with water 
by means of a suitable pipe connected therewith, and passing through 
the side of the vessel so low as to be at all times under water when she 
is afloat. Every steamer shall also be provided with a pump which 
_ of sufficient strength and suitably arranged to test the boilers 
thereof, 

(‘On and after October 1, 1937, every passenger vessel with berthed 
or stateroom accommodation for wk J or more passengers shall be 
ounpped with an automatic sprinkler system, which shall be in 
addition to any other device or devices for fire protection, of a type 
prescribed by the Board of Supervising Inspectors and approved y 
the Secretary of Commerce. All enclosed portions of such vessels 
accessible to passengers or crew (except cargo holds, machinery spaces, 
and, when of fire-resisting construction, toilets, bathrooms, and spaces 
of similar construction) shall be protected by an automatic sprinkler 
system: Provided, That if after investigation the Bureau of Marine 
Inspection and Navigation finds in the case of a particular vessel the 
application of this paragraph is unnecessary properly to protect life 
on such vessel, an exception may be made. The Bureau of Marine 
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Inspection and Navigation shall cause to be made suitable tests and 
inspections as will insure the proper working of such systems. In 
carrying out the provisions of this paragraph the Bureau of Marine 
Inspection and Navigation is hereby authorized and directed to pre- 
scribe the particular approved type, character, and manner of installa- 
tion of systems to be fitted. The term ‘type’ as used in this paragraph 
shall be considered to mean any system which will give a prescribed 
or required efficiency and shall not mean some peculiar shape or design 
and shall not be confined to some certain brand or make.’’} 


[(3) Section 4479 of the Revised Statutes (46 U.S.C. 472) 


[‘‘The board of supervising inspectors may require steamers carry- 
ing either passengers or freight to be provided with such number and 
kind of good and efficient portable fire-extinguishers as, in the judg- 
ment of the board, may be necessary to protect them from fire when 
such steamers are moored or lying at a wharf without steam to work 
the pumps.’’} 


[(4) Section 4481 of the Revised Statutes (46 U.S.C. 474) 

[‘‘Every steam-vessel navigating rivers only, except ferryboats, 
freight-boats, canal-boats, and towing-boats, of less than fifty tons, 
shall have at least one good substantial boat with lines attached, and 
properly supplied with oars, and kept in good condition at all times, 
and ready for immediate use; and in addition thereto, every such 
vessel carrying passengers shall have one or more metallic life-boats, 
fire-proof, and in all respects good and substantial boats, of such 
dimensions and arrangements as the board of supervising inspectors 
by their regulations shall prescribe, which boats shall be carried in the 
most convenient manner to be brought into immediate use in case of 
accident. But where the character of the navigation is such that, in 
the opinion of the supervising inspector, the metallic life-boats can be 
dispensed with, he may exempt any such vessel from carrying the 
same; or may require a substitute therefor, at his discretion.’ ] 


[(5) Section 4482 of the Revised Statutes (46 U.S.C. 475) 


[‘‘Every such steam-vessel carrying passengers shall also be pro- 
vided with a good life-preserver, made of suitable material, for every 
cabin passenger for which she will have accommodation, and also a 
good life-preserver or float for each deck or other class passenger 
which the inspector’s certificate shall allow her to carry, including the 
officers and crew; which life-preservers or floats shall be kept in con- 
venient and accessible places on such vessel in readiness for immediate 
use in case of accident.” ] 


[(6) Section 4483 of the Revised Statutes (46 U.S.C. 476) 


[‘‘Every such steam vessel carrying passengers shall keep such fire 
buckets, axes, and water barrels as shall be prescribed by the regula- 
tions established by the board of supervising inspectors, with the 
approval of the Secretary of Commerce and Labor. The buckets and 
barrels shall be kept in convenient places and filled with water, to be 
in readiness in case of fire, and the axes shall be kept in good order and 
ready for immediate use. Tanks of suitable dimensions and arrange- 
ment, or buckets in sufficient number, may be substituted for 


barrels.’”] 
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[(7) Section 4492 of the Revised Statutes (46 U.S.C. 490) 

[‘‘Every barge carrying passengers, while in tow of any steamer, 
shall be subject to the provisions of this Title relating to fire-buckets, 
axes, life-preservers, and yawls, to such extent as shall be prescribed 
by the board of supervising inspectors; and for any violation of this 
section the penalty shall be two hundred dollars, recoverable one- 
half for the use of the informer.” ] 


[(8) Section 2(a) of the Act of October 9, 1940 (ch. 777, 54 Stat. 1028; 
46 U.S.C. 468a) 

[‘‘Such provision to guard against and extinguish fire shall be made 
on every vessel which is subject to the provisions of subsection (4), 
(5), or (6) of Section 1 of this Act, or of any other section of title 52 
of the Revised Statutes, as amended (sections 4399 to 4500, inclusive), 
or Acts amendatory or supplementary thereto, as shall be prescribed 
by the Board of Supervising Inspectors and approved by the Secre- 
tary of Commerce.’ 


[(9) Section 11 of the Act of May 28, 1908 (ch. 212, 35 Stat. 428; 46 
U.S.C. 396) 


[‘‘That every such barge shall be equipped with the following ap- 
pliances of kinds approved by the Board of Supervising Inspectors: 
At least one lifeboat, at least one anchor with suitable chain or cable, 
and at least one life-preserver for each person on board.’ 


O 
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86TH CONGRESS t SENATE REPORT 
1st Session No. 581 


AUTHORIZE PAYMENT OF TRANSPORTATION AND TRAVEL AL- 
LOWANCES TO ESCORTS OF DEPENDENTS OF MEMBERS OF THE 
UNIFORMED SERVICES UNDER CERTAIN CONDITIONS 


Juty 24, 1959.—Ordered to be printed 


Mr. SALTONSTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H.R. 3322} 


The Committee on Armed Services, to whom was referred the bill 
(H.R. 3322), to amend title 10, United States Code, and certain other 
laws to authorize the payment of transportation and travel allowances 
to escorts of dependents of members of the uniformed services under 
certain conditions, and for other purposes, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 


This bill would— 

1. Authorize the payment of transportation and travel allow- 
ances for escorts of military dependents authorized to travel at 
Government expense who would otherwise be required to travel 
unaccompanied under unusual and extraordinary circumstances. 

2. Authorize such payments to persons who have acted as 
escorts under these circumstances since January 1, 1950, if they 
have not received reimbursement. 

3. Validate payments previously made for this purpose where 
the travel was directed and performed. 

4. Relieve disbursing officers from responsibility for payments 
for this purpose that have already been made. 


PURPOSE 


EXPLANATION 


On rare occasions dependents of military personnel must be moved 
from one location to another in circumstances where they require 
accompaniment but their military sponsor or parent is unable to 
accompany them. An instance of this type occurred in 1958 when 
an Air Force sergeant and his wife were killed in an automobile acci- 
dent in Turkey. ‘Two children, one aged 6 years and one aged 6 

84006 
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months, were injured. One of the children sustained a broken leg 
and required extensive hospitalization. The other child was less 
seriously injured and, after a short period of hospitalization, was 
placed in the care of friends of the deceased parents. The Air Force 
had the problem of seeing that the children were returned to the 
United States and delivered into the custody of members of the family 
who could be responsible for them. 

This bill contemplates authorization of the travel allowances of a 
person to be designated as an escort in such circumstances. 

For several years the military departments have designated escorts 
for such a purpose. As early as 1951, the General Accounting Office 
noticed, but did not take exception to, occasional vouchers represent- 
ing reimbursement for travel by persons acting in an escort capacity. 
Although the authority for such practice was not explicit, the military 
departments considered that such authority existed and that the 
departments had a responsibility to both a member and to the public 
to provide escorts for dependents in these unusual instances. 

In 1956, the Comptroller General ruled that in the absence of specific 
statutory authority the payment of travel and transportation allow- 
ances for escorts in these circumstances could not be allowed. 


PROVISIONS OF THE BILL 


The bill provides that under regulations to be prescribed by the 
appropriate Secretaries and approved by the Secretary of Defense, 
round-trip transportation and travel allowances may be paid to any 
person for travel under competent orders as an escort for dependents 
of a member of the Armed Forces if the travel is performed no later 
than 1 year after the member dies, is missing, or is otherwise unable 
to accompany his dependents. For such allowances to be payable, 
it also must be determined that travel by the dependents is necessary 
and that they are incapable of traveling alone because of age, mental 
or physical incapacity, or other extraordinary circumstances. 

The bill validates those travel and transportation allowances paid 
before the effective date of the bill if the allowances are otherwise 
authorized under section 1 of the bill. Persons who have performed 
such travel since January 1, 1950, and who have not been paid for 
it, or those who have been required to repay to the United States 
amounts paid to them for this purpose, would be entitled to receive 
payments for this purpose. Appropriate provision is also made for 
relieving disbursing officers from responsibility for erroneous payments 
to escorts before the effective date of this measure. 


COST 


The Department of Defense estimates that the cost of this authority 
would be negligible and that it can be absorbed within available 
appropriations. The retroactive cost of the bill is estimated at about 
$1,600. 


DEPARTMENTAL RECOMMENDATIONS 


Printed below and hereby made a part of this report is a letter from 
the Deputy Secretary of Defense dated December 23, 1958, indicating 
that this measure is sponsored by the Department of Defense and that 
the Bureau of the Budget has no objection to it. 
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Tue Secretary OF DEFENSE, 
Washington, December 23, 1958. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legis- 
lation to amend title 10, United States Code, and certain other laws 
to authorize the payment of transportation and travel allowances to 
escorts of dependents of members of the uniformed services under 
certain conditions, and for other purposes. 

This proposal is a part of the Department of Defense legislative 

rogram for 1959, and the Bureau of the Budget has advised that it 
a no objection to its submission to the Congress. It is recommended 
that this proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is (a) to authorize the 
payment of travel and transportation allowances to any person who, 
under competent orders, acts as an escort to accompany dependents 
of a member of the uniformed services if the member is dead, missing 
in action, or otherwise unable to accompany his dependents and the 
dependents are incapable of traveling alone, (6) to validate any such 
oe heretofore made, (c) to authorize payment to those who 

ave heretofore been ordered to perform such travel and have not 
been paid travel and transportation allowances and to authorize 
payment of amounts repaid, and (d) to relieve disbursing officers from 
accountability or responsibility for any such payments previously 
made which are found to be free from fraud or collusion. 

Regulations that would be promulgated under authority of this 
proposed legislation would be subject, by operation of law, to the 
provisions of section 4 of the act of September 2, 1957 (71 Stat. 597), 
which added section 534 to the Career Compensation Act of 1949. 
That section provides that such a regulation may not be prescribed by 
the Secretary of a military department unless it is first approved under 
procedures prescribed by the Secretary of Defense. Regulations of 
the Secretaries of the Treasury, Commerce, and Health, Education, 
and Welfare with respect to the Coast Guard, Coast and Geodetic 
Survey, and the Public Health Service, respectively, which relate to 
similar items of pay and allowances, shall to the extent practicable, 
agree with regulations so approved within the Department of Defense. 

Section 303 of the Career Compensation Act of 1949 (63 Stat. 802) 
provides authority for the payment of travel and transportation allow- 
ances to a member of the uniformed services while performing travel 
under competent orders for any periods when the member is away 
from his designated post of duty. This section also authorizes the 
Secretary of the department concerned to prescribe (a) the conditions 
under which travel and transportation allowances are to be authorized 
and (b) the allowances for such travel. The Secretary concerned is 
also authorized to provide transportation for dependents and baggage 
and household effects upon the death of the member. Section 303(g) 
specifically provides that the ‘Secretaries concerned shall determine 
what shall conaitets a travel status.” 

The joint travel regulations, issued in part to implement the above 
provisions of law, provide that members are entitled to travel and 


59004°—-59_ S. Rept., 86-1, vol. 4 66 





4 TRANSPORTATION ALLOWANCES TO CERTAIN ESCORTS 


transportation allowances only while actually in a travel status and 
that members are in a travel status while performing travel away 
from their permanent duty station upon public business, pursuant 
to competent travel orders. 

The Judge Advocate General of the Navy, in an opinion dated 
December 23, 1953, and coordinated by the Judge Advocates General 
or the Army and the Air Force, interpreted the above provisions of 
law, as implemented by the joint travel regulations, as sufficient 
authority for the issuance of travel orders authorizing travel and 
transportation allowances for an escort to accompany the dependents 
of a member of the uniformed service to their home in those cases 
where the member has died, was missing, or who because of duty 
assignment was unable to do so. The opinion pointed out that if, in 
the sound discretion of a competent authority, the best interest of the 
Government would be served by ordering an escort to accompany the 
dependents of members under the circumstances specified above, the 
escort was in a travel status and therefore entitled to payment of 
travel and transportation allowances. Subsequent to this opinion, it 
was Air Force policy and practice to authorize and pay travel and 
a allowances to escorts under the conditions outlined 
above. 

On October 1, 1956, the Assistant Comptroller General held (deci- 
sion B-127228) that, while there were worthy humanitarian reasons 
for providing such escorts for dependents, in the absence of specific 
statutory authority, payments of travel and transportation allowances 
to members authorized to accompany dependents of deceased or 
missing members were improper, and any such payments heretofore 
made should be collected from the payee concerned. These payments 
were made and received in good faith for expenses incurred by the 
escort while performing a service for the Air Force. It is the opinion 
of the Department of Defense that the Government’s responsibility 
to the member for the care of his dependents does not cease at the 
death or placement in a missing status of the member. On the con- 
trary, this duty is increased and brought into sharp focus by the 
death of the member or by a member’s inability, through no fault of 
his own, to provide the necessary care for his dependents. It is 
believed that the responsibility of the Military Establishment to effect 
and supervise the relocation of the dependents and to assist those 
incapacitated by age, or physical or mental condition, in returning to 
their home is a matter of public trust. There are instances which 
necessitate the assignment of an escort to accomplish this relocation. 
It follows that if an escort is assigned to accompany the dependents, 
the escort should be entitled to travel and transportation allowances 
while he is performing a service for the Government. This proposal 
has been made applicable to “any person for travel performed or to 
be performed under competent orders as an escort for dependents” 
when it has been determined that the services of an escort are required. 
Both from the viewpoint of the dependent’s desires and the conven- 
ience of the Government, there will be instances where it is preferable 
to appoint a personal friend of the dependent or a Red Cross repre- 
sentative to act as an escort, rather than to establish a requirement 
that the escort be a member of the uniformed services. 
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COST AND BUDGET DATA 


Although it is impossible to estimate accurately the increased cost 
that will result from the enactment of this proposal, it is anticipated 
that such cost will be negligible and can be absorbed within present 
appropriations. 

Sincerely yours, 


Donatp A. QuarR.es, Acting. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate there is printed in parallel columns the text of 
provisions of as law which would be repealed or amended by the 
various provisions of the bill. 


EXISTING LAW THE BILL 


CHaprer 53—MIscELLANEOUS 
Ricuts AND BENEFITS 
7 * * - 


1036. Escorts for dependents of mem- 
bers: transportation and travel 
allowances. 


* * * * * 


“§ 1036. Escorts for dependents of 
members: transporta- 
tion and travel allow- 
ances 

“Under regulations to be pre- 
scribed by the Secretary con- 
cerned, round trip transportation 
and travel allowances may be 

aid to any person for travel per- 
ormed or to be performed under 
competent orders as an escort for 
dependents of a member of the 
armed forces, if the travel is per- 
formed not later than one year 
after the member— 
(1) dies; 
(2) is missing or 
“(3) is otherwise unable to 
accompany his dependents; 
and it has been determined that 
travel by the dependents is neces- 
sary and that they are incapable of 
traveling alone because of age, 
mental or physical incapacity, or 
other extraordinary circum- 
stances.”’; and 
Section 3(a) of the act of August Section 3(a) of the act of August 
10, 1956, chapter 1041,as 10, 1956, chapter 1041, as 
amended (33 U.S.C. 857a(a)) amended (33 U.S.C. 857a(a)) 








EXISTING LAW 


Src. 3. (a) The rules of law 
that apply to the Armed Forces 
under the following provisions of 
title 10, Armed Forces, United 
States Code, including changes in 
those rules made after the effective 
date of this Act, apply also to the 
Coast and Geodetic Survey: 

(1) Chapter 61, Retirement or 
Separation for Physical Disability. 

(2) Chapter 69, Retired Grade, 
except sections 1374, 1375, and 
1376(a). 

(3) Chapter 71, Computation 
of Retired Pay, except formula 
No. 3 of section 1401. 

(4) Chapter 73, Annuities 
Based on Retired or Retainer Pay. 

(5) Chapter 75, Death Benefits. 

(6) Section 2771, Final Settle- 
ment of Accounts: Deceased 
Members. 

(7) Such other provisions of 
subtitle A as may be adopted for 
applicability to the Coast and 
Geodetic Survey by any other 
provision of law. 


Section 221 (a) of the Public Health 


Service Act, as amended (42 
U.S.C. 213a(a)) 
Sec. 221. (a) Commissioned 


officers of the Service or their 
surviving beneficiaries are entitled 
to all the rights, benefits, privi- 
leges, and immunities now or 
hereafter provided for commis- 
sioned officers of the Army or their 
surviving beneficiaries under the 
following provisions of title 10, 
United States Code. 

(1) Chapter 61, Retirement 
or Separation for Physical 
Disability, except that sec- 
tions 1201, 1202, and 1203 
do not apply to commissioned 
officers of the Public Health 
Service who have been or- 
dered to active duty for 
training for a period of more 

than 30 days. 
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THE BILL 


Src. 3. (a) The rules of law 
that apply to the Armed Forces 
under the following provisions of 
title 10, Armed Forces, United 
States Code, including changes in 
those rules made after the effective 
date of this Act, apply also to the 
Coast and Geodetic Survey: 

(1) Section 1036, Escorts for 
dependents of members: trans- 
portation and travel allowances. 

(2) Chapter 61, Retirement or 
Separation for Physical Disability. 

(3) Chapter 69, Retired Grade, 
except sections 1374, 1375, and 
1376 (a). 

(4) Chapter 71, Computation 
of Retired Pay, except formula 
No. 3 of section 1401. 

(5) Chapter 73, Annuities 
Based on Retired or Retainer Pay. 

(6) Chapter 75, Death Benefits. 

(7) Section 2771, Final Settle- 
ment of Accounts: Deceased Mem- 
bers. 

(8) Such other provisions of 
subtitle A as may be adopted for 
applicability to the Coast and 
Geodetic Survey by any other 
rovision of law. 

Section 221(a) of the Public Health 





Service Act, as amended (42 
U.S.C. 213a(a)) 
Sec. 221. (a) Commissioned 


officers of the Service or their 
surviving beneficiaries are entitled 
to all the rights, benefits, privi- 
leges, and immunities now or 
hereafter provided for commis- 
sioned officers of the Army or their 
surviving beneficiaries under the 
following provisions of title 10, 
United States Code: 

(1) Section 1036, Escorts 
for dependents of members: 
transportation and travel al- 
lowances. 

(2) Chapter 61, Retirement 
or Separation for Physical 
Disability, except that sec- 
tions 1201, 1202, and 1203 
do not apply to commissioned 
officers of the Public Health 
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EXISTING LAW 


(2) Chapter 69, Retired 
Grade, except sections 1374, 
1375, and 1376(a). 

(3) Chapter 71, Computa- 
tion of Retired Pay, except 
formula No. 3 of section 1401. 

(4) Chapter 73, Annuities 
Based on Retired or Retainer 
Pay. 

(5) Chapter 75, Death Ben- 
efits. 

(6) Section 2771, Final set- 
tlement of accounts: de- 
ceased members. 

(7) Chapter 163, Military 
Claims, but only when com- 
missioned officers of the Serv- 
ice are entitled to military 
benefits under section 212 of 
this Act. 


THE BILL 


Service who have been or- 
dered to active duty for 
training for a period of more 
than 30 days. 

(3) Chapter 69, Retired 
Grade, except sections 1374, 
1375, and 1376(a). 

(4) Chapter 71, Computa- 
tion of Retired Pay, except 
formula No. 3 of section 1401. 

(5) Chapter 73, Annuities 
Based on Retired or Retainer 
Pay. 

(6) Chapter 75, Death 
Benefits. 

(7) Section 2771, Final set- 
tlement of accounts: de- 
ceased members. 

(8) Chapter 163, Military 
Claims, but only when com- 
missioned officers of the Serv- 
ice are entitled to military 
benefits under section 212 of 
this Act. 
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86TH CoNGRESS t SENATE REportT 
1st Session | No. 582 


AUTHORIZING THE ESTABLISHMENT OF A BUREAU OF 
NAVAL WEAPONS 


Juty 24, 1959.—Ordered to be printed 


Mr. Jackson, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H.R. 7508] 


The Committee on Armed Services, to whom was referred the bill 
(H.R. 7508) to amend title 10, United States Code, to establish a 
Bureau of Naval Weapons in the Department of the Navy and to 
abolish the Bureaus of Aeronautics and Ordnance, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 

The amendments are as follows: 

On page 2, line 7, after the word “Navy” insert the words “or 
the Marine Corps”. 

On page 2, line 10, after the word “Navy” insert the words “or 
the Marine Corps’’. 

On page 3, beginning with line 4, strike out all through line 8, 
and insert in lieu thereof the following: 


(A) by striking out in the second sentence of subsection (a) 
the words ‘Bureau of Aeronautics” and inserting in lieu 
thereof the words “Bureau of Naval Weapons’. 


EXPLANATION OF THE AMENDMENTS 


Under existing law, officers of the Marine Corps are eligible to be 
appointed as Chief or Deputy Chief of the Bureau of Aeronautics. 

he amendments are intended to continue the eligibility of officers 
of the Marine Corps to be appointed as Chief or Deputy Chief of the 
new Bureau of Naval Weapons. 


PURPOSE OF THE BILL 


This measure would authorize the establishment of a Bureau of 
Naval Weapons within the Navy Department by consolidating the 
existing Bureaus of Ordnance and Aeronautics. 

84006 
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EXPLANATION OF THE BILL 


Function of bureaus 


Under the organization of the Department of the Navy, the Chief 
of Naval Operations and the Commandant of the Marine Corps, 
under the Secretary of the Navy, have responsibility for all matters 
relating to military command, while the Under Secretary, the Assist- 
ant Secretaries, and the chiefs of the bureaus have responsibility for 
all matters relating to business administration. 

The Chief of Naval Operations and the Commandant of the Marine 
Corps are considered as representing the “consumers.” ‘The bureaus 
and their shore activities under the direction of the Under Secretary 
and the Assistant Secretaries are considered as representing the ‘‘pro- 
ducers.””’ The bureau system is the foundation of the Navy’s “pro- 
ducer” origination. The Department of the Navy now has the follow- 
ing bureaus: (1) Aeronautics, (2) Medicine and Surgery, (3) Person- 
nel, (4) Ordnance, (5) Ships, (6) Supplies and Accounts, and (7) 
Yards and Docks. 


Problem this bill is intended to meet 


Before the development of advanced aircraft and missiles with 
increasing technical advances in electronics and similar fields, ships, 
aircraft, and other advanced weapons were of such a nature that they 
could be designed, developed, and produced within the existing bureau 
structure without serious problems of jurisdiction and responsibility. 
The principal points of coordination were in the adaptation of a ship 
or aircraft to accommodate a different torpedo tube gun mount, 
bomb rack, or rocket launcher. 

The characteristics of aircraft and missiles, together with the 
necessary controlling and launching equipment, have become so com- 
plex ot interrelated that they must be designed and developed as 
complete systems. Components of these advanced weapons systems 
may govern both the aircraft and the weapon, with the result that 
neither the airframe nor the weapon itself can be designed and devel- 
oped independently. Consequently, the weapons systems develop- 
ment functions of the Bureau of Ordnance and the Bureau of Aero- 
nautics have become so intermingled that problems of mixed 
responsibility, coordination, and funding have developed and will 
increase. 

The division of responsibilities between the Bureau of Aeronautics 
and the Bureau of Ordnance results in the responsibility for weapons 
systems development being divided, with the Bureau of Ordnance 
being responsible for warheads, explosives, fuses, and rocket motors 
for all missiles, and the Bureau of Aeronautics having the responsibility 
for the final testing and evaluation of certain missiles. 

The division of responsibility mentioned in the preceding paragraph 
creates problems of coordination. Each point of division requires 
coordination if the whole weapons system is to be developed suc- 
cessfully. One of the solutions has been for the bureaus to draw up a 
formal agreement on the division of responsibility for a specific 
weapons system and to establish a coordination committee composed 
of representatives of each bureau. 
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Another problem exists in connection with funding. Under the 
present appropriations procedure, all the funds for a complete weapons 
system are not provided to a single bureau. There frequently is 
difficulty in the funding processes for each missile. A temporary 
solution has been found in the case of the Polaris system by establish- 
ing a management fund, but the Navy considers that such an arrange- 
ment is impractical for every system under development. 


Origin of recommendation for new bureau 


The then Secretary of the Navy appointed a Committee on Organ- 
ization in August of 1958. This Committee, the Chairman of which 
was the present Secretary of the Navy, Hon. W. B. Franke, was 
charged with evaluating the responsiveness of the Department of 
the Nav y to recent advances in science and technology and to the 
Department of Defense Reorganization Act of 1958. The formal 
report of the Committee on Organization was submitted to the 
Secretary of the Navy on January 31, 1959. 

The Committee concluded that most of the troublesome areas of 
splintered responsibilities and split cognizance are between the 
Bureau of Ordnance and the Bureau of Aeronautics. ‘lhe Committee 
recommended that the consolidation of these two bureaus would 
result in the following advantages: (1) [t would place approximately 
two-thirds of the total development effort of the Department under 
the direct authority and control of a single executive in the “‘producer’’ 
organization; (2) it would bring within the cognizance of a single 
bureau most of the present areas of split cognizance in weapons systems 
development; (3) it would coordinate and simplify funding of major 
weapons systems; (4) it would expedite the timely development and 
procurement of all components of a weapons system; and (5) it would 
promote economy through improved coordination and supervision 
and through more effective use of facilities and laboratories. 

Why legislation is necessary 

The bureaus are statutory organizations but their duties and 
responsibilities are determined by the Secretary of the Navy under 
the authority of section 5132, title 10, United States Code. The 


Secretary does not have the authority to establish a new bureau or 
to abolish an existing bureau. 


Timing of change 


The Department of the Navy plans to complete the organizational 
structure of the Bureau of Naval Weapons in time to establish this 
new Bureau on September 1, 1959. It is anticipated that the Bureau 
of Naval Weapons can assume the responsibilities of the Bureaus of 
Ordnance and Aeronautics in time to permit the disestablishment of 
these bureaus on January 1, 1960. 


Effect of personnel 


The Department of the Navy estimates that substantially all of the 
personnel included in the existing Bureaus of Ordnance and Aeronau- 
tics will be required in the functioning of the Bureau of Naval Weap- 
ons. The Bureau of Aeronautics now employs 431 military personnel 
and 2,179 civilians. The Bureau of Ordnance has 206 military per- 
sonnel and 1,442 civilians. 
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COST OF THE LEGISLATION 


The Department of the Navy candidly states that it does not fore- 
cast monetary savings as a result of the consolidation contemplated 
by this bill. Although some savings may result, the authority is 
sought in an attempt to shorten leadtime in the development of new 
weapons systems by placing them under single direction and control. 







COMMITTEE RECOMMENDATION 








The committee recommends this legislation as being a progressive 
step. At the same time, the increasing relative importance of the 
submarine and the antisubmarine warfare functions of the Navy 
make it obviously desirable that the organization of the Navy in- 
clude provision for these functions commensurate to such importance. 
The report of the Committee on Organization of the Navy is not en- 
tirely clear that the Navy organization reflects appropriate recogni- 
tion of the relative importance of fleet ballistic missile submarines and 
antisubmarine warfare. The committee urges the Navy to give con- 
tinued consideration to this subject. 


DEPARTMENTAL POSITION 


The Department of the Navy strongly urges the enactment of this 
legislation. It is a part of the Department of Defense legislative 
program for 1959, and the Bureau of the Budget has advised there is 
no objection to the enactment of this legislation, as is evidenced by 
the letter of the Under Secretary of Defense which is hereto attached 
and made a part of this report. 


Tue SECRETARY OF DEFENSE, 
Washington, May 29, 1959. 

Hon. Sam RaysBurn, 

Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of pro- 
posed legislation to amend title 10, United States Code, to establish 
a Bureau of Naval Weapons in the Department of the Navy and to 
abolish the Bureaus of Aeronautics and Ordnance. 

This proposal is a part of the Department of Defense legislative 
program for 1959 and the Bureau of the Budget has advised that there 
is no objection to the presentation of this proposal for the consideration 
of the Congress. The Department of the Navy has been designated 
as the representative of the Department of Defense for this legislation. 
It is recommended that this proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to improve the organi- 
zation of the Department of the Navy so as to reduce the leadtime 
between the expression of operational requirements and the delivery 
to the combat forces of fully developed and effective weapons and 
weapons systems. To accomplish this purpose the legislation would 
(1) establish a new bureau, the Bureau of Naval Weapons, in which the 
present functions of the Bureau of Aeronautics and the Bureau of 
Ordnance would be consolidated; and (2) provide for the abolition of 
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these two Bureaus when all their functions have been transferred from 
them. 

The Secretary of the Navy, under section 5132 of title 10, United 
States Code, has wide authority to transfer functions among the seven 
Bureaus of the Department which are listed in section 5131. His 
authority does not extend, however, to the establishment of a new 
bureau or to the abolition of an existing one. 

Advances in technology and changes in weapons characteristics 
particularly in the field of missiles, have tended to merge the areas of 
development now under the Bureau of Aeronautics and the Bureau 
of Ordnance to such a degree that the consolidation of the functions 
of these two bureaus into a single new bureau, and the subsequent 
abolition of the old bureaus, is considered essential in order to expedite 
the timely development and procurement of effective weapons. 

Prior to the development of supersonic aircraft and guided missiles, 
and the concurrent technical advances in electronics and similar fields, 
aircraft and weapons could be designed, developed, and produced by 
the Bureau of Aeronautics and the Bureau of Ordnance, respectively, 
with only a minimum of coordination between the two bureaus. Air- 
craft and weapons, and controlling and launching equipment, have 
now, however, become so complex and interrelated that they must be 
designed and developed as complete systems. Asa result, the weapons 
systems development functions of the Bureau of Aeronautics and the 
Bureau of Ordnance have become so intermingled as to produce in- 
creasingly serious problems of divided responsibility and cognizance, 
coordination at multiple stages and levels, and funding. 

Areas of split cognizance also exist, although to a lesser degree, 
between other bureaus and offices and the Bureaus of Aeronautics and 
Ordnance. Establishment of the Bureau of Naval Weapons would 
enable the Secretary of the Navy to consolidate in that Bureau not 
only the functions of the Bureaus of Aeronautics and Ordnance but 
also related functions of other bureaus. 

Such a consolidation would place the weapons system development 
effort of the Department of the Navy under the direct authority and 
control of a single executive; weak simplify the funding of major 
weapons systems; would insure full utilization of the professional and 
technical talent available to the Navy; and would permit more efficient 
use of facilities and laboratories. The result would be a significant 
improvement in the total weapons systems development effort of the 
Department. 

s envisioned by the Department of the Navy, the Bureau of Naval 
Weapons will be the heart of the Navy’s “producer” organization. 
It will be a large bureau and its responsibilities to the fleet and the 
Nation will be exceptionally heavy. Its size will not make it unwieldy, 
however. With capable assistants and appropriate delegation of 
authority, its chief will be able to guide it to Ane better performance 
than is possible under the existing system of divided and overlapping 
say yy eet 

he Department of the Navy, on behalf of the Department of 


Defense, srt 4 urges that the proposed legislation be enacted as 
e. 


soon as possib Until Congress has indicated its approval, plans 
for the organization and staffing of the Bureau of Naval Weapons and 
for the orderly, phased transfer of functions into it are necessarily 
tentative. If the legislation is approved during the current session of 
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Congress, it is expected that the transfer of functions will be accom- 
plished before January 1, 1960. A delay until the next session would 
postpone the beginning of the process of implementation for at least 
a year. In the meantime, uncertainty as to whether and when the 
legislation might be enacted would unavoidably have adverse effects 
on operations under the present system as well as postponing the ex- 
pected beneficial effects of the legislation. 

The Department of the Navy is vitally concerned in assuring that, 
in the proposed consolidation of functions, the status of scientific, 
technical, and other key personnel will be fully protected and that they 
will carry their skills and experience into the new bureau. The Depart- 
ment is also concerned in assuring that scientific and professional 
personnel engaged in specific projects or fields of specialization will be 
able to continue their work with a minimum of interruption. Unless 
the proposed legislation is enacted promptly it is feared that some 
valuable employees, uncertain as to their future, may leave the Navy 
and that vital projects will be interrupted or delayed. 

The report of the Committee on Organization of the Department 
of the Navy (Franke committee) contains on pages 99 to 107 a further 
explanation of the need for the proposed legislation. Copies of the 
report are available to interested Siethon of Congress. 


COST AND BUDGET DATA 


It is not possible to estimate the impact of the proposed legislation 
on budgetary requirements, but it is expected that ultimately there 
may be some savings realized from this consolidation. 

Sincerely yours, 
Tuomas S. Gartss, Acting. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing Rules of 
the Senate, changes in existing law made by the bill are shown in 
parallel columns as follows (existing law proposed to be omitted is 
enclosed in black brackets in the left-hand column; new matter is 
printed in italic in the right-hand column; existing law in which no 
change is proposed is shown in roman): 


EXISTING LAW THE BILL 


Chapter 513 of title 10, United Section 5131 as amended by 
States Code section 1 of the bill, effective on 
the date of enactment: 


§ 5131. Bureaus: names; loca‘ion § 5131. Bureaus: names; location 
There are in the executive part There are in the executive part 
of the Department of the Navy of the Department of the Navy 
the following bureaus: the following bureaus: 
(1) Bureau of Aeronautics. (1) Bureau of Aeronautics. 
(2) Bureau of Medicine and (2) Bureau of Medicine and 
Surgery. Surgery. 
(3) Bureau of Naval Per- (3) Bureau of Naval Per- 
sonnel. sonnel. 
[(4)] Bureau of Ordnance. (4) Bureau of Naval Weapons. 
[(5)] Bureau of Ships. (6) Bureau of Ordnance. 
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EXISTING LAW 


[(6)] Bureau of Supplies and 
Accounts. 

[(7)] Bureau of Yards and 
Docks. 


§ 5131. Bureaus: names; location 
There are in the executive part 
of the Department of the Navy 
the following bureaus: 
[(1) Bureau of Aeronautics.] 


[(2)] Bureau of Medicine 
and Surgery. 

[(3)] Bureau of Naval Per- 
sonnel. 

[(4) Bureau of Ordnance.J 

[(5)] Bureau of Ships. 


[(6)] Bureau of Supplies an 
Accounts. 
[(7)] Bureau of Yards and 


Docks. 


§ 5133. Bureau Chiefs: rank; pay 
and allowances; retire- 
ment 

(a) Unless appointed to a higher 

ade under another provision of 
aw, an officer of the Navy, while 
serving as a chief of bureau, has 
the rank of rear admiral and is en- 
titled to the basic pay and allow- 
ances of a rear admiral in the upper 
half of that grade. Unless ap- 
pointed to a higher grade under 
another provision of law, an officer 
of the Marine Corps, while serving 
as Chief of the [Bureau of Aero- 
nautics,J has the rank of major 
general and is entitled to the basic 
pay and allowances of a major 
general. 

(b) An officer who is retired 
while serving as a chief of bureau, 
or who, after serving at least two 
and one-half years as a chief of 
bureau, is retired after completion 
of that service while serving in a 
lower rank or grade, may, in the 
discretion of the President, be re- 


THE BILL 
(6) Bureau of Ships. 


(7) Bureau of Supplies and 
Accounts. 
(8) Bureau of Yards and 
Docks. 
Section 5131 as amended by 
section 2 of the bill, effective not 
later than July 1, 1960: 


§ 5131. Bureaus: names; location 
There are in the executive part 
of the Department of the Navy 

the following bureaus: 
(1) Bureau of Medicine and 


Surgery. 

(2) Bureau of Naval Per- 
sonnel. 

(3) Bureau of Naval Weapons. 


(4) Bureau of Ships. 

(5) Bureau of Supplies and 
Accounts. 

(6) Bureau of Yards and 
Docks. 


§ 5133. Bureau Chiefs: rank; pay 
and allowances; retire- 
ment 

(a) Unless appointed to a higher 

ade under another provision of 
aw, an officer of the Navy, while 
serving as a chief of bureau, has 
the rank of rear admiral and is 
entitled to the basic pay and allow- 
ances of a rear admiral in the upper 
half of that grade. Unless ap- 
pointed to a higher grade under 
another provision of law, an officer 
of the Marine Corps, while serving 
as Chief of the Bureau of Naval 

Weapons, has the rank of major 

general and is entitled to the basic 

pay and allowances of a major 
general. 

(b) An officer who is retired 
while serving as a chief of bureau, 
or who, after serving at least two 
and one-half years as a chief of 
bureau, is retired after completion 
of that service while serving in a 
lower rank or grade, may, in the 
discretion of the President, be re- 














EXISTING LAW 


tired with the grade of rear admiral 
or major general, as appropriate, 
and with retired pay base on that 
grade. If he is retired with the 
grade of rear admiral, he is entitled 
to the retired pay of a rear admiral 
in the upper half of that grade. 
(c) Except in time of war, any 
officer of a staff corps who has 
served as a chief of bureau for a 
full term is exempt from sea duty. 


§ 5136. Bureau of Aeronautics: 
Chief; Deputy Chief 


(a) The Chief of the Bureau of 
Aeronautics shall be appointed by 
the President, by and with the 
advice and consent of the Senate, 
for a term of four years, from 
officers on the active list of the 
Navy or the Marine Corps. The 
Chief of the Bureau of Aero- 
nautics must be qualified as a 
naval aviator or naval aviaton 
observer within one year after his 
appointment. 

(b) An officer on the active list 
of the Navy or the Marine Corps 
may be detailed as Deputy Chief 
of the Bureau of Aeronautics. 


§ 5144. Bureau of Ordnance: 
Chief; Deputy Chief 

(a) The Chief of the Bureau of 
Ordnance shall be appointed by 
the President, by and with the 
advice and consent of the Senate, 
for a term of four years, from 
officers on the active list in the 
line of the Navy not below the 
grade of commander. 

(b) An officer on the active list 
in the line of the Navy may be 
detailed as Deputy Chief of the 
Bureau of Ordnance. 
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THE BILL 


tired with the grade of rear admiral 
or major general, as appropriate, 
and with retired pay base on that 
grade. If he is retired with the 
grade of rear admiral, he is entitled 
to the retired pay of a rear admiral 
in the upper half of that grade. 
(c) Except in time of war, any 
officer of a staff corps who has 
served as a chief of bureau for a 
full term is exempt from sea duty. 


Section 5136 is repealed by 
section 2 of the bill, effective not 
later than July 1, 1960. 


Section 5144 is repealed by 
section 2 of the bill, effective not 
later than July 1, 1960. 
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EXISTING LAW THE BILL 


§ 5154. Bureau of Naval 
Weapons: Chief; 
Deputy Chief 

(a) The Chief of the Bureau of 
Naval Weapons shall be appointed 
by the President, by and with the 
advice and consent of the Senate, for 
a term of four years, from officers 
on the active list of the Navy or the 
Marine Corps. 

(6) The Deputy Chief of the 
Bureau of Naval Weapons may be 
detailed from officers on the active 
list of the Navy or the Marine 
Corps. 


O 
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86TH CONGRESS t SENATE REporT 
1st Session No. 583 





CONTINUING THE EXISTENCE OF THE JOINT COMMIT- 
TEE ON WASHINGTON METROPOLITAN PROBLEMS 


Juty 24, 1959.—Ordered to be printed 


Mr. Bisuez, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany S. Con. Res. 59] 


The Committee on the District of Columbia, to whom was referred 
the concurrent resolution (S. Con. Res. 59) amending Senate Con- 
current Resolution 2, 86th Congress, agreed to February 5, 1959 
(continuing the existence of the Joint Committee on Washington 
Metropolitan Problems), after full consideration report favorably 
thereon, without amendment, and recommend that the concurrent 
resolution be agreed to by the Senate. 

House Concurrent Resolution 172, 85th Congress, agreed to August 
29, 1957, established a joint congressional committee to examine, 
investigate, and make a complete study of matters pertaining to the 
growth and expansion of the District of Columbia and its metropolitan 
area. Under the terms of that resolution, the joint committee 
submitted its final report, together with recommendations for such 
legislation as it deemed advisable, to the Senate and the House of 
Representatives on January 31, 1959. 

The joint committee has expended approximately $90,000 of the 
amount authorized since its organization in October 1957. The 
joint committee was allotted $50,000 under House Concurrent Reso- 
ution 172, 85th Congress, and returned to the contingent fund of 
the Senate approximately $37,500. It was allotted $80,000 under 
Senate Concurrent Resolution 57, 85th Congress, and returned to the 
contingent fund of the Senate approximately $14,000. It was allotted 
$30,000 under Senate Concurrent Resolution 2, 86th Congress, and 
only about one-half of such amount has been expended to date 

It was originally anticipated that the joint committee would 
complete its assigned tasks and report by September 30, 1959, its 
finding in connection with the mass transportation survey conducted 
by the National Capital Planning Commission. This particular 
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report was submitted to the Congress as a published document on 
July 10, 1959. The joint committee has adopted a work schedule 
calling for public hearings during the latter part of October 1959, on 
the mass transportation survey report and recommendations. It is 
felt that a substantial period of time is required for study of this 
report by Government agencies, interested parties, and the joint 
committee considering its complexity and magnitude, that public 
hearings be conducted in connection therewith, and that a report be 
made to Congress thereon. In order to accomplish this, the con- 
current resolution provides for extending the life of the joint committee 
until January 31, 1960, and for an additional appropriation not to 
exceed $25,000, to be paid from the contingent fund of the Senate 
upon vouchers approved by the chairman of the joint committee. 


O 
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86TH CoNGRESS ! SENATE REPorRT 
1st Session No. 584 





ESTABLISHING AN ADVISORY COMMISSION ON INTER- 
GOVERNMENTAL RELATIONS 


Juty 27, 1959.—Ordered to be printed 


Mr. Musxiz, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany 8. 2026] 


The Committee on Government Operations, to whom was referred 
the bill (S. 2026) to establish an Advisory Commission on Inter- 
governmental Relations, having considered the same, report favorably 
epi with an amendment and recommend that the bill as amended 

0 pass. 


The amendment is in the nature of a substitute. 


PURPOSE 


S. 2026, as amended, is designed to strengthen the ability of our 
Federal system to meet the problems of an increasingly complex 
society by promoting greater cooperation, coordination of activities, 
and understanding among the separate levels of government. It 
seeks to accomplish this by establishing a 27-member bipartisan 
permanent Advisory Commission on Intergovernmental Relations, 
authorized to make a continuing study of intergovernmental problems 
at Federal, State, and local levels, and required to report to the 
President and the Congress annually. The Commission would be 
composed of three officers of the executive branch of the Federal 
Government; three Senators; three Members of the House of Repre- 
sentatives; four Governors; three members of State legislatures; four 
mayors; four county officials; and three private citizens. 

In carrying out its duties, the Advisory Commission would be 
expected to (1) bring together representatives of the Federal, State, 
and local governments for the consideration of common problems; 
(2) provide a forum for discussing the administration and coordination 
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of Federal grant and other programs requiring intergovernmental 
cooperation; (3) give critical attention to the conditions and controls 
involved in the administration of Federal grant programs; (4) make 
available technical assistance to the executive and legislative branches 
of the Federal Government in the review of proposed legislation to 
determine its overall effect on the Federal system; (5) encourage 
discussion and study at an early stage of emerging public problems 
that are likely to require intergovernmental cooperation; (6) recom- 
mend, within the framework of the Constitution, the most desirable 
allocation of governmental functions, responsibilities, and revenues 
among the several levels of government; and (7) recommend methods 
of coordinating and simplifying tax laws and administrative practices 
to achieve a more orderly and less competitive fiscal relationship 
between the levels of government and to reduce the burden of 
compliance for taxpayers. 

In addition to making such studies and investigations as are 
necessary or desirable in the accomplishment of these purposes, the 
Commission would also be required to (1) consider, on its own 
initiative, ways and means for fostering better relations between 
levels of government; (2) submit an annual report to the President 
and the Congress on or before January 31 of each year; and (3) submit 
such additional reports to the President, the Congress, and any unit 
of government as the Commission may deem appropriate. 

f the 27 members of the Advisory Commission, 21 would be ap- 
pointed by the President of the United States and 3 each would be 
appointed by the President of the Senate and the Speaker of the 
House of Representatives from among the membership of the respec- 
tive Houses of Congress. Of those appointed by the President, three 
would be officers of the executive branch of the Government and three 
would be private citizens, all six of whom must have had experience 
or familiarity with intergovernmental relations; four would be chosen 
from a panel of at least eight Governors submitted by the Governors’ 
conference; three from a panel of at least six members of State legis- 
lative bodies submitted by the board of managers of the Council of 
State Governments; four from a panel of at least eight mayors sub- 
mitted jointly by the American Municipal Association and the U.S. 
conference of mayors; and four from a panel of at least eight elected 
county officers submitted by the National Association of County 
Officials. In the case of Governors, State legislators, mayors, and 
county officials, not more than one may be from any one State; and 
in the case of mayors, at least two appointees must be from cities under 
500,000 population. 


ADDITIONAL PROVISIONS OF 8. 1026 


Members of the Commission would be appointed for a term of 2 
years and would be eligible for reappointment, but when any member 
ceases to serve in the official position from which he was appointed, 
his place on the Commission would be deemed vacant. All members 
would be appointed on a bipartisan basis, except the three private 
citizens whose appointment would be without regard to political 
affiliation. Vacancies would be filled in the same manner in which 
the original appointment was made, except that where the number of 
vacancies is fewer than the number of members specified, in the case 
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of Governors, State legislators, mayors, and county officers, each panel 
of names submitted must contain at least two names for each vacancy. 

The President would be required to convene the Commission within 
90 days following enactment of the act at such time and place as he 
may designate for the Commission’s initial meeting; the President 
would designate a Chairman and a Vice Chairman from among the 
members of the Commission; and 14 members would constitute a 
quorum, but 2 or more members would constitute a quorum for the 
purpose of conducting hearings. 

The Commission, or any subcommittee or members thereof, when 
authorized by the Commission, may hold such hearings, sit and act 
at such times and places, and take such testimony in carrying out the 
provisions of the act as the Commission deems advisable. Rach de- 
partment, agency, or instrumentality of the executive branch, includ- 
ing independent agencies, would be authorized and directed to furnish 
the Commission, upon request of the Chairman or Vice Chairman, 
such information as the Commission deems necessary to carry out its 
functions under the act. 

The Commission would be authorized to appoint, fix the compensa- 
tion of, and remove the staff director without regard to civil-service 
laws and the Classification Act of 1949, such appointment to be made 
solely on the basis of fitness to perform the duties of the position and 
without regard to political affiliation. Subject to such rules and regu- 
lations as may be adopted by the Commission, the Chairman would 
be authorized, without regard to civil-service laws, the Classification 
Act of 1949, and political affiliation, to appoint, fix the compensation 
of, and remove such additional personnel as he deems necessary, and 
to procure temporary and intermittent services of experts and con- 
sultants at rates not to exceed $50 per day. Employees of the Com- 
mission may not be paid compensation at a rate in excess of $20,000 
per annum. The staff director and the full-time employees of the 
Commission would be considered Federal employees for all purposes, 
including the Civil Service Retirement Act, the Federal Employees 
Group Life Insurance Act of 1954, annual and sick leave, and the 
Travel Expense Act of 1949. 

Members of the Commission would receive a per diem of $50 when 
engaged in the performance of their official Commission duties, 
except those members who are Members of Congress, officers of the 
executive branch of the Government, or full-time salaried officers of 
city and county governments, who would serve without additional 
compensation. All members of the Commission would be allowed 
necessary travel expenses without regard to the Travel Expense Act of 
1949 and other applicable statutes governing travel expenses, or, in 
the alternative, a per diem in lieu of subsistence and mileage not to 
exceed the rates prescribed in the Travel Expense Act of 1949. All 
members would also be entitled to reimbursement of other necessary 
expenses incurred by them in the performance of official Commission 
duties. 

BACKGROUND 


The establishment of a commission to study various aspects of 
Federal-State-local relations has received almost continuous consid- 
eration by this committee since 1947, when a Subcommittee on Inter- 
governmental Relations was established. Following a meeting of 
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members of congressional committees and Governors, called for the 

urpose of studying Federal-State tax relations, held in Chicago on 
September 26-27, 1947, the Senate Committee on Government 
Operations (then the Committee on Expenditures in the Executive 
Departments) was designated to conduct a special study of the prob- 
lems of coordination of Federal and State taxes, with the objective of 
strengthening the tax structures of local and State governments and 
compensating them for losses of revenues from former sources of 
taxation. In its report to the Senate (S. Rept. 1054, 80th Cong.), 
stress was placed by the committee on the importance of assuring that 
Federal, State, and local tax systems are adequate to the task assigned 
to them and on the need for determining whether they fit together 
into a combined tax system which is equitable, administratively 
efficient, and economically sound. 

Various studies were continued in 1948, and early in 1949, the 
committee received the report and recommendations of the first 
Commission on Organization of the Executive Branch of the Govern- 
ment (Hoover Commission) dealing with Federal-State Relations 
(S. Doc. 81, 81st Cong.). One of the major recommendations was 
that a continuing agency on Federal-State relations be created, with 

ore responsibility for study, information, and guidance in that 

eld. 

In 1949, the committee considered three Senate measures relative 
to the establishment of a National Commission on Intergovernmental 
Relations which would have been required to study and make recom- 
mendations with respect to various aspects of intergovernmental 
relations, including intergovernmental tax immunities. Joint hear- 
ings were held by the Subcommittees on Intergovernmental Relations 
of both the Senate and House Committees on Government Operations, 
lasting 5 consecutive days, and at which 267 pages of testimony were 
received and more than 20 witnesses were heard. A committee bill 
was reported favorably on June 13, 1949 (S. Rept. 488, 8ist Cong.), 
but failed of passage late in the session upon objection on a call of the 
Senate Calendar. 

In 1950, the committee considered S. 3147, which had been drafted 
by its Subcommittee on Intergovernmental Relations. It was in- 
troduced by Senator Humphrey, for himself and 42 other Senators, 
and was substantially similar to the measure previously reported. 
This bill was reported favorably on June 22, 1950 (S. Rept. 1856. 
8ist Cong.), but also failed of passage. 

Following consideration of other similar bills in the 82d and 83d 
Congresses, a temporary Commission on Intergovernmental Relations 
was created in July 1953 (Public Law 109, 83d Cong.) (Kestnbaum 
Commission). This Commission made an exhaustive examination of 
the entire field. In its recommendations, which covered a wide area 
of Federal-State-local relations, the Commission stressed the impor- 
tance of strengthening communications and relations between the 
levels of government. 

In 1955, the Subcommittee on Intergovernmental Relations of the 
House Committee on Government Operations undertook an exhaus- 
tive analysis of the Kestnbaum Commission’s report with a view to 
evaluating and implementing its recommendations. Following a 
3-year study by that subcommittee, the House Committee on Govern- 
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ment Operations issued a report (H. Rept. 2533, 85th Cong.), in 
which it reecommended— 


the establishment of a broadly based Advisory Commission 
on Intergovernmental Relations, drawing its membership 
from the Congress, the executive branch, Governors, State 
legislators, mayors, county officials, and private citizens. 


JOINT HEARINGS 


Joint hearings were held on S. 2026 and two companion House 
bills, H.R. 6904 and H.R. 6905, by the Intergovernmental Relations 
Subcommittee of the House Committee on Government Operations 
and the Senate Committee on Government Operations. At these 
hearings, held on June 16, 17, 19, and 22, 1959, the committees heard 
21 witnesses and received written statements from 45 additional 
individuals or organizations who were unable to be present. 

The witnesses included Members of Congress, Governors, mayors 
representing the American Municipal Association and the U.S. Con- 
ference of Mayors, a spokesman for the National Association of County 
Officials, and former members of the Commission on Intergovern- 
mental Relations. Testimony or statements favoring this legislation 
were received from 22 Governors. No Governor was opposed to the 
Commission’s establishment. 

State Senator Leslie B. Cutler of Massachusetts presented the com- 
mittees in joint hearing with a unanimous resolution adopted June 10, 
1959, by the Massachusetts Senate memorializing the Congress to 
enact this legislation for the establishment of an Advisory Commis- 
sion on Intergovernmental Relations. Similar resolutions have also 
been adopted by the American Municipal Association, the U.S. Con- 
ference of Mayors, and the National Association of County Officials. 

Throughout the hearings, much emphasis was placed by the wit- 
nesses upon the urgent need for a permanent body which would give 
continuing attention to major intergovernmental problems and which 
would act as a center or clearinghouse for the assistance of government 
officials at all levels in coordinating related activities. 

In his testimony, Mr. Meyer Kestnbaum, referring to the work of 
the Commission on Intergovernmental Relations which he headed, 

ointed out that the study made by that Commission was only the 


eginning of a real inquiry into the whole subject. He concluded by 
stating: 


I should like to go on record as saying that the idea of a 
commission that will give the President and the Congress 
the benefit of careful, incisive research and examination of 
the many problems that face us in this area is sound, and that 
it can fulfill a very important and useful function. 


COMMITTEE ACTION 


After a careful review of the testimony, and based upon its own 
experience covering a period of more than 12 years, the committee 
found that there is an urgent need for permanent organizational ar- 
rangements to assist in improving relations between the various levels 
of government with a view toward strengthening our Federal system. 

he committee found further that, despite the many studies which 
have been made and the work which has been done by congressional 
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committees and other groups, both public and private, the basic 
roblems still remain. The related problems of Federal, State, and 
ocal governments continue to grow more complex, and there is no 
place to which government officials at the different levels of govern- 
ment may turn for discussion, exchange of ideas, expert assistance, 
and advice. Numerous piecemeal attempts have been made to meet 
these problems, but no notable success appears to have resulted from 
these efforts. 

Accordingly, it is the committee’s view that the only feasible ap- 
proach to these continuing problems is to provide an agency which 
would (1) bring together representatives of all levels of government 
for a discussion of their common problems and which would provide 
a forum for discussion and coordination of various Federal programs 
requiring intergovernmental cooperation; (2) encourage discussion of 
emerging public problems which are likely to require intergovern- 
mental cooperation; (3) make continuing studies of the problems and 
recommend the most desirable allocation of governmental functions, 
responsibilities, and revenues among the several levels of government; 
and (4) recommend methods of coordinating and simplifying tax laws 
so as to achieve a more orderly and less competitive fiscal relationship 
between the levels of government. 

In considering various means of achieving these objectives, the 
committee determined that the establishment of a permanent Ad- 
visory Commission on Intergovernmental Relations would provide 
the most practical approach. It was the view of the committee, 
however, that if such a commission is to be effective, it must be a 
genuine, intergovernmental body, truly representative of all levels of 
eee and not an agency dominated or controlled by any one 
evel. 

In order to accomplish this objective, the committee deemed it 
necessary to provide for the widest possible coverage. not only from 
the standpoint of levels of government, but also with respect to 
geographic considerations. The committee desires to stress, in this 
connection, that it does not intend this coverage to mean that repre- 
sentatives of the various levels will act as special pleaders for those 
levels, or that members of the Commission will regard themselves 
primarily as representatives of any particular group, level of govern- 
ment, or geographic area for the advancement of a special interest. 
The arrangement provided for is intended to encourage the assumption 
of responsibility by the appropriate level or levels of government with 
respect to any given problem, rather than to urge a Federal solution 
merely because Federal action appears to be the easiest course. 

The committee also desires to point out that in providing for the 
appointment of Commission members, it has sought to assure the 
selection of outstanding, dedicated persons, possessing special knowl- 
edge and qualifications in the field of intergovernmental relations, 
who will perform their duties objectively. Thus, provision has been 
made for the participation of the leading State and locel government 
organizations in the selection of State and local members, since these 
organizations are well equipped to recommend outstanding individuals 
from their respective levels of government. 

The committee is aware of the fact that a 27-member body may 
appear to be cumbersome. However, such a number was deemed 
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necessary in order to provide for and maintain the necessary balance 
on the Commission. It should be noted that it is the committee’s 
intention that the Commission will establish working committees in 
various fields, and will retain a staff of qualified experts and consultants 
in order to assist it in carrying out its duties and responsibilities. 
Consideration was given to providing for contributions by the 
States of a portion of the Commission’s operating expenses. Although 
the committee believes that joint Federal-State financial support is 
desirable in principle, considerable doubt existed as to the practica- 
bility of such an arrangement. Accordingly, in order to avoid handi- 
capping the Commission with difficulties which are apt to arise from 
a joint arrangement, it was deemed advisable to have the Commis- 
sion’s operating expenses paid wholly from Federal funds. However, 
the committee is of the opinion that the States should, and will desire 
to, contribute indirectly to the Commission’s support by furnishing 
staff assistance to the Commission and to its working committees. 


COMMITTEE AMENDMENTS 


The committee adopted a number of recommendations made by 
witnesses at the hearings, as well as some which were proposed by the 
Director of the Bureau of the Budget. 

The principal amendments are (1) an elaboration of the declaration 
of purpose, so as to broaden and clarify the frame of reference and the 
duties of the Commission (secs. 2 (6) and (7)); (2) enlargement of 
the membership of the Commission from 24 to 27 members, so as to 
afford county government greater and more proportionate repre- 
sentation (sec. 3(a)); (3) enlargement of the size of the panels to be 
submitted to the President by the various levels of government for 
appointment to membership on the Commission, so as to afford the 
President greater flexibility in the appointments (sec. 3(a), (4), (5), 
(6), and (7)); (4) increase in the number of county government repre- 
sentatives from 1 to 4 (sec. 3(a)(7)); and (5) provision for designation 
of the Chairman and the Vice Chairman of the Commission by the 
President from among the members of the Commission (sec. 4(b)). 

Other amendments which were adopted are technical, perfecting 
amendments which were made necessary by the amendments set 
forth above. In view of the considerable number of minor amend- 
ments which were adopted, the committee deemed it convenient to 
report the bill as an amendment in the nature of a substitute. 


CONCLUSION 


S. 2026, as amended, will establish a permanent agency which, in 
the judgment of the committee, would be well equipped to serve 
as a central clearinghouse and coordinating center for the study and 
solution of the numerous pressing problems arising out of intergovern- 
mental relations. Culminating many years of study by the Senate and 
House Committees on Government Operations, it is the committee’s 
firm judgment that this action is long overdue. Each year, the re- 
lated problems of Federal, State, and local governments grow more 
complex and no adequate or effective steps have been taken to meet 
these problems in an orderly fashion. It is the committee’s belief 
that affirmative action can no longer be delayed and that the time has 





8 ADVISORY COMMISSION ON INTERGOVERNMENTAL RELATIONS 


come when the attainment of the objectives of the pending bill are 
imperative in order to assure a proper functioning of our Federal 
system. 

The committee desires to reemphasize that, if its objectives are to 
be attained, members of the Commission must be chosen on the 
basis of their individual experience, competence, and dedication 
to service to the entire Nation and not to any particular level of 


government, geographic area, or special interests with which they are 
associated. 
O 
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REQUIRING THAT CERTAIN MAIL-BOAT SERVICE IN 
ALASKA SHALL FOLLOW A SPECIFIC ROUTE 


JuLY 28, 1959.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany S. 1849] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 1849) to amend the act of August 10, 1939, au- 
thorizing the Postmaster General to contract for certain powerboat 
service in Alaska, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of this bill is to amend existing law under which the 
Postmaster General is authorized to contract for the transportation 
of mail by steamboat between Seward (on the mainland of Alaska) 
and Nikolski (in the Aleutian chain, on Umnak Island). The steam- 
boat also touches a number of intermediate Alaskan ports between 
Seward and Nikolski. 

This bill would prohibit the Postmaster General from entering into 
any contract for an extension of the route to include other ports, 
such as Seattle, which are clearly not on the Seward-Nikolski route. 
However, the bill does not in any way restrict or otherwise affect the 
stops which the boat now makes, or may in the future make, along 
the route between Seward and Nikolski. Its intent is to prevent a 
lengthening of the route through the addition of distant ports. 


JUSTIFICATION 


The legislation that S. 1849 would amend was intended to provide 
adequate postal service for the inhabitants of the remote Alaskan 
communities between Seward and Nikolski, and including Seward 
and Nikolski. This bill would restrict the mail boat to the Seward- 
Nikolski route, but would not affect the stops along that route, thus 
assuring that area of reasonably frequent mail delivery. 
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This bill is needed for the above purpose, because current law would 
not prevent the awarding of a mail-transportation contract to carriers 
whose routes could be extended to include ports such as Seattle 
which are remote from the Seward-Nikolski route. Distant ports, 
such as Seattle, are so far removed from the area required by law to 
receive the special mail delivery that the mail service to these Alaska 
communities would suffer because it would be less frequent. 

If the route were extended to Seattle, for example, the time re- 
quired to make the voyage would be increased by approximately 2 
weeks. Furthermore, if the route for mail carriers obtaining contracts 
under current law were not limited, as by this bill, the result would be 
a subsidy to the carrier engaged in operations between Seward and 
Seattle. A subsidized carrier would be in direct competition with 
other unsubsidized carriers operating along the Seattle-Seward route. 


AGENCY VIEWS 


Following are letters from the Post Office Department and the 
Bureau of the Budget, both expressing approval of the legislation. 


OFFICE OF THE PosTMASTER GENERAL, 
Washington, D.C., June 15, 1959. 
Hon. Ourn D. Jounston, 
Chairman, Committee on Post Office and Civil Service, 
U.S. Senate, Washington, D.C. 

Dear Mr. CuarrmMan: Reference is made to your request for a 
report on S. 1849, a bill to amend the act of August 10, 1939, author- 
izing the Postmaster General to contract for certain powerboat 
service in Alaska. 

Under the existing law (39 U.S.C. 487a) the Postmaster General 
contracts for the transportation of mail by steamboat between 
Seward and Nikolski, Alaska, and several intermediate points. Service 
is required to be performed on a once-a-month frequency, using a 
safe and seaworthy boat of sufficient size to provide adequate space 
for mail, passengers, and freight. 

This proposal would make it mandatory that any vessel employed 
in the performance of mail service on this route shall not be operated 
between points other than those specified in the contract. 

The proposed amendment would not impair the Postmaster Gen- 
eral’s authority to arrange for service which, in his discretion, he may 
deem necessary between points on the route specified in the act of 
August 10, 1939, as amended. The schedules and conditions pre- 
scribed by the Department for current operations and those in the 
foreseeable future would not be adversely affected by the limitation 
provided by this bill. 

In view of the foregoing, this Department will interpose no objec- 
tions to the enactment of the measure. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to the committee. 

Sincerely yours, 
E. O. Ssesstons, 
Deputy Postmaster General. 
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Executive OFricE OF THE PRESIDENT, 
Bureau or THE Bupcet, 
Washington, D.C., June 16, 1959. 
Hon. Ouin D. Jounston, 
Chairman, Committee on Post Office and Civil Service, U.S. Senate, 
Washington, D.C. 

My Dear Mr. Cuarrman: This is in response to your letter of 
May 4, 1959, requesting the views of the Bureau of the Budget on 
S. 1849, a bill to amend the act of August 10, 1939, authorizing the 
Postmaster General to contract for certain powerboat service in 
Alaska. 

Enactment of this bill will make it mandatory that any vessel 
employed in the transporting of mail between Seward, Alaska, and 
the various points as authorized by 39 U.S.C. 487a, shall not operate 
between points other than those specified in the contract. It is 
understood that this will enable the Department to maintain better 
mail schedules and thereby improve the service to those patrons served 
by powerboats. 

The Bureau of the Budget accordingly would have no objection to 
the enactment of this measure. 

Sincerely yours, 
Puiturp S. Hueues, 
Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 


Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


39 U.S.C. 487a 
Act or Aueust 10, 1939 
POWERBOAT SERVICE IN ALASKA 


The Postmaster General may, in his discretion, contract for a period 
of not exceeding four years, without advertisement therefor, for the 
carriage of all classes of mail, by steamboat or other powerboat of 
United States registry, on the route from Seward, by points on the 
Kenai Peninsula, Kodiak Island, Alaska Peninsula, the Aleutian 
Islands to Umnak Island and points on Bristol Bay, Alaska, and 
vicinity, and back, by a schedule and under the conditions prescribed 
by the Postmaster General; the contractor to furnish and use in the 
service a safe and seaworthy boat of sufficient size to provide adequate 
space for mail, passengers, and freight, the annual cost not to exceed 
$250,000, payment therefor to be made from the appropriation for 
powerboat service: Provided, That any steamboat or other powerboat 
employed in the performance of such contract shall be operated excluswely 
on the route described in this Act. 


O 
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RELIEF OF THE GOVERNMENT OF ICELAND 


Juty 28, 1959.—Ordered to be printed 


Mr. Fuvsrieat, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany S. 1590} 


The Committee on Foreign Relations, having had under considera- 
tion (S. 1590) a bill for relief of the Government of the Republic of 
Iceland, reports the same favorably and recommends that it be 
approved by the Senate. 


PURPOSE OF THE BILL 


The bill would dispose of claims involving the Governments of 
the United States and Iceland, one against the other. The claims 
arose from accidents involving U.S. armed services personnel stationed 
in Iceland during the period 1941-47, under the terms of an agreement 
between the two countries that covered this period. 


BACKGROUND AND COMMITTEE ACTION 


Under the agreement, dated July 1, 1941, the United States agreed 
to “undertake defense of the country without expense to Iceland,” 
and promised ‘compensation for all damage occasioned to the in- 
habitants by their military activities.” The agreement was similar 
to several others that were concluded with governments in which the 
United States had stationed military personnel. 

In all, there are 374 accident claims against the United States held 
by two Icelandic insurance companies. They amount to 144,994 
kronur. U.S. counterclaims against these same companies amount 
to 56,994 kronur, a difference of 88,000, which, at the rate of exchange 
16.36 kronur to $1, amounts to $5,378.98, the sum agreed upon and 
recommended in this bill. 

In 1953, the Department of the Army notified the Department of 
State that it had no funds under existing claims statutes with which 
to settle the obligations with the two insurance companies, and asked 
the State Department to negotiate final settlement with Iceland. 
This was done, and the agreement was signed in November 1956. 
The bill under consideration would implement that agreement. 
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On July 23, Maj. Noel F. Cipriano, of the Army, provided some of 
the background for this bill as he testified before the committee in 
executive session. 

COMMITTEE RECOMMENDATIONS 


The committee is confident that the bill represents an equitable 
settlement of the claims that arose from the wartime agreement be- 
tween the United States and Iceland. Therefore, it is recommended 
that the Senate approve the bill. 


O 
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INVITING FRIENDLY AND DEMOCRATIC NATIONS TO 
CONSULT WITH THE NATIONS OF SOUTH ASIA 









Juty 28, 1959.—Ordered to be printed 





Mr. Kennepy, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany S. Con. Res. 11] 











The Committee on Foreign Relations, having had under considera- 
tion Senate Concurrent Resolution 11, recommending that a mission 
composed of the United States and other friendly, democratic coun- 
tries consult with governments of South Asia on their economic 
problems, reports the resolution with amendments and recommends 
that, as amended, it be adopted by the Senate. 









PURPOSE OF THE RESOLUTION 







This resolution, as amended, expresses the sense of the Congress 
that the President of the United States should explore with other free 
and democratic nations and appropriate international organizations 
the advisability of establishing an international mission that would 
consult with south Asian governments on the scope and nature of 
their economic requirements and anticipated development programs; 
the mission, as contemplated by this resolution, would also consider 
and recommend mehedh by which participant countries could jointly 
assist these south Asian governments in the fulfillment of their 
economic plans. 













BACKGROUND OF THE RESOLUTION AND COMMITTEE ACTION 






As originally introduced, the resolution applied only to India. 
Consultation with the Department of State led to the view that by 
specifying India as the object of special concern, the United States 
might impose strains on India’s relations with neighboring countries. 
It was decided, therefore, to broaden the resolution so as to include 
all countries in the geographic area known as south Asia, thus encour- 
aging joint action on such projects as development of the Indus 
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River. In this form, the resolution has the approval of the Depart- 
ment of State. 

The resolution was introduced in the Senate on February 19, 1959, 
by Senator Kennedy for himself and Senator Cooper. The Com- 
mittee on Foreign Relations considered it in public session on July 14 
and in executive session on July 21 and 23. Witnesses appearing on 
behalf of the resolution on the first occasion were the cosponsors, 
Senators Kennedy and Cooper, and Congressman Chester Bowles, 
who has introduced a similar resolution in the House of Representa- 
tives. 

The question of cost to the United States was raised ; the committee 
is satisfied that the expenses involved would be slight, inasmuch as 
the resolution does not contemplate a permanent institution, but only 
a consultative mission. This distinction satisfied the committee that 
the resolution is entirely free of any moral commitment that would 
oblige the United States to contribute large sums of money to another 
international development program. The sponsors of the resolution 
do not seek to involve the United States in another assistance program, 
but to encourage other prosperous nations to take a greater and more 
active interest in the problems of south Asia, and to make the most 
effective use of existing U.S. agencies. 

Some of the members were interested in whether the International 
Bank for Reconstruction and Development would participate in the 
mission. The sponsors and the Department of State agree that the 
IBRD should participate, and might serve such useful functions as 
providing staff. Consideration would also be given to a possible role 
for the U.N. Special Projects Fund. 

The question was also raised as to whether the United States can 
except any support for ideas such as this one in Western Europe. 
It was pointed out that recent statements from the Continent indicate 
that many West European leaders are not only aware of their responsi- 
bilities, but feel they should be doing more to help the less advanced 
countries of the non-Communist world. In May of this year, the 
Action Committee for the United States of Europe, headed by Jean 
Monnet, issued a report calling for greater European effort in this 
area. In advocating greater exports of capital and more technical 
assistance to poorer countries, this report stated: 


The decisive change for the underdeveloped areas today 
would be to break the present balance of poverty and make 
the first step in raising individual living standards. To 
achieve this, the necessary minimum would be an average 
increase of individual incomes in these areas by a quarter 
in 10 years. 

Increasing individual incomes in the underdeveloped 
areas * * * by an average of 25 percent in 10 years, that 
is, by roughly 2 percent a year, will require an annual con- 
tribution of external funds in addition to local savings of 
roughly $7.5 billions, or about 1 percent of the total national 
income of the developed areas. Excluding Soviet aid, the 
advanced countries at present make an annual effort, includ- 
ing both public and private investments, of around $3.5 


billions. It would therefore be necessary to add $4 billions 
more. 
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Other prominent Europeans—President de Gaulle among them— 
have spoken in similar terms. When he visited Washington in June, 
Walter Hallstein, President of the Commission of the European 
Economic Community, said this: 


In Europe we are as aware as you that the world is facing 
a revolution of rising expectations among peoples who up till 
recently have felt no hope of sharing in the world’s progress. 
At the same time the rapid pace of modern technology tends 
to widen rather than narrow the disparity in living standards 
between the industrialized and the less-developed countries. 
Our Community is determined to do its share in reducing 
that dangerous disparity which the Cummunists are ex- 
ploiting to their own selfish ends. Our effort will not be a 
meager one. After all, the Community is the second largest 
industrial producer of the world. It is one of the greatest 
reservoirs of technical and administrative skills. Finally, 
it has the largest volume of trade with those areas which are 
on their way to development. 


One of the members was interested in determining the effects of the 
resolution on the proposal to create an International Development 
Association and its effects upon existing lending agencies such as the 
IBRD. T. Graydon Upton, Assistant Secretary of the Treasury, 
testified on the background and progress of the proposed International 
Development Association, and on the amounts being contributed by 
the United States to existing international lending institutions. It is 
the position of the executive branch that the resolution is a purely 
exploratory measure and a useful one. 

Another member was concerned that in the language of the resolu- 
tion the mission would be composed of “‘outstanding citizens.” It was 
felt that this might be interpreted as restricting the composition of 
the mission to private citizens. The committee satisfied this objection 
by striking the phrase “composed of outstanding citizens,” thus 
leaving participant governments entirely free to appoint either private 
citizens or public officials to the mission. 


COMMITTEE COMMENTS AND RECOMMENDATIONS 


The geographic area encompassed by this resolution is an econom- 
ically interconnected group of six countries—India, Pakistan, Burma, 
Afghanistan, Nepal, and Ceylon—and economic growth or economic 
misfortune in one of them affects all of them. More than 45 percent 
of the people living in so-called developing countries live in this area. 
Inevitably, they will exercise a profound influence on the future of 
the weelll: India alone will probably be the stage on which Asia’s 
struggle against communism will be played out. India is the largest 
of the south Asian countries, both in area and population, which is 
currently estimated at 407 million and growing at the rate of 2 percent 
annually. It had been hoped that the second 5-year plan would raise 
India’s gross national product by 5 percent annually, but the level 
reached thus far amounts to only 3% percent. Furthermore, as a re- 
sult of a $672 million decline in farm income, per capita income fell 
by 2.8 percent in 1957-58, offsetting a rise of 3.6 percent in the previ- 
ous year. The total proposed investment in this second plan has 
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been revised downward. In 1957, inflation shrunk the capital value 
of the budgeted funds by an estimated 12 percent. And in 1958, 
economic pressures compelled the Government to make a 5-percent 
cut. It is estimated that Red China’s economic growth rate is at 
least 2% times that of India’s, with the disparity even wider in several 
significant areas. For example, India produced 1 million tons of steel 
in 1950, and 1.3 million tons in 1957. In this same period, Red China 
increased its production from 0.4 million tons to 4.5 million tons. 

It is thought that participants in the proposed mission would 
include, beales the United States, West European countries and 
donor members of the Colombo plan, among them Japan. As 
noted, there is a growing awareness in these countries that their 
efforts in the direction of assistance are considerably less than they 
should be. This resolution will encourage them to act in concert; 
indeed, it has been suggested that the six so-called Common Market 
countries might participate as a single unit. 

In sum, the committee feels that the area of south Asia clearly 
merits a review of its economic requirements, because developments 
there in the next decade are likely to have a profound effect on the con- 
cept of individual freedom and hence they will be of vital concern to the 
United States. It is equally clear to the committee that this review 
should have the participation of not one, but many of the free world’s 
industrially advanced nations. The committee recommends, there- 
fore, that the Senate adopt the committee amendment and agree to 
Senate Concurrent Resolution 11, as amended. 


O 
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SELECTION OF LEASED LANDS BY ALASKA 


Juty 28, 1959.—Ordered to be printed 


Mr. GRUENING, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 1412] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 1412) to amend the act of July 7, 1958, providing 
for the admission of the State of Alaska into the Union, relating to 
selection by the State of Alaska of certain lands made subject to 
lease, permit, license, or contract, having considered the same, report 
ARON thereon without amendment and recommend that the bill 

0 pass. 

Committee action was unanimous and the executive agencies con- 

cerned have no objection to enactment of the proposed legislation. 


PURPOSE OF MEASURE 


S. 1412 would amend the Alaska Statehood Act (72 Stat. 339) by 
permitting the State, in exercising the right of selecting lands granted 
to it, to acquire lands that may have come under Federal oil and gas 
lease subsequent to statehood. 

The committee is convinced that S. 1412 would carry out the pri- 
a intent and purpose of the Congress in making the land grants 
to the new State of Alaska; namely, that of enabling the people of 
Alaska to support statehood. Such grants are in our historic tradi- 
tion for the admission of public lands States. In Alaska more than 
98 percent of the total land area was in Federal ownership. 

At the time of Alaska’s admission, less than 1 percent of its land 
area had been surveyed. At the rate at which surveys had been 
progressing, it would have been many decades at best—some estimates 
ran up to 1,700 years—before the surveys would have reached a point 
whereby the minimum of two sections for each township, the historic 
minimum grant to new States, would have become available to Alaska. 
In lieu of granting specifically numbered sections, the 85th Congress 
made lump-sum land grants to Alaska, with the right of selection in 
certain instances and under certain circumstances. 
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Section 6(h) of the Alaska Statehood Act provides as follows: 


Any lease, permit, license, or contract issued under the 
Mineral Leasing Act of February 25, 1920 (41 Stat. 437; 30 
U.S.C., sec. 181 and following), as amended, or under the 
Alaska Coal Leasing Act of October 20, 1914 (38 Stat. 741; 
30 U.S.C., sec. 432 and following), as amended, shall have 
the effect of withdrawing the lands subject thereto from 
selection by the State of Alaska under this Act, [unless 
such lease, permit, license, or contract is in effect on the date 
of approval of this Act, and] unless an application to select 
such lands is filed with the Secretary of the Interior within 
a period of five years after the date of the admission of 
Alaska into the Union. Such selections shall be made only 
from lands that are otherwise open to selection under this 
Act, and shall include the entire area that is subject to each 
lease, permit, license, or contract involved in the selections. 
Any patent for lands so selected shall vest in the State of 
Alaska all right, title, and interest of the United States in 
and to any such lease, permit, license, or contract that 
remains outstanding on the effective date of the patent, 
including the right to all rentals, royalties, and other pay- 
ments accruing after that date under such lease, permit, 
license, or contract, and including any authority that may 
have been retained by the United States to modify the 
terms and conditions of such lease, permit, license, or con- 
tract: Provided, That nothing herein contained shall affect 
the continued validity of any such lease, permit, license, or 
contract or any rights arising thereunder. 


S. 1412 would delete the part enclosed in black brackets from the 
law; namely, the words ‘‘unless such lease, permit, license, or contract 
is in effect on the date of approval of this Act, and.”’. 

The date of approval of the Statehood Act was July 7, 1958. At 
that time approximately 19 million acres were under Federal oil and 
gas lease in Alaska. Some 2 million of these acres were not available 
for State selection because of their withdrawal status under other 
provisions that precluded State selection. 

Since July 7, 1958, approximately 25 million additional acres in 
Alaska have come under Federal oil and gas lease, thus withdrawing 
them from selection by the State under the restrictive provision of the 
law which this bill would delete. In addition, lease applications have 
been filed and are pending on nearly another quarter of a million acres. 

During a substantial part of the time this tremendous Federal oil 
leasing boom was taking place, it was impossible for the State even to 
start making its selections because of the delay in the promulgation 
by the Department of the Interior of regulations governing such 
selections. Even with the regulations finally issued, selection inevi- 
tably has been a slow process because of the lack of the necessary land 
surveys and funds, to speed up such surveys. 
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NEED FOR LEGISLATION 


The need and desirability of S. 1412, enactment of which has been 
requested by the Alaska State Legislature, was stated cogently to the 
committee by the Honorable Phil Holdsworth, commissioner of 


natural resources, State of Alaska. Commissioner Hoidsworth said, 
in part: 

The State of Alaska, in making application for land selec- 
tions under the general land grant provisions of the statehood 
bill, will select primarily areas of maximum surface use in the 
public interest. Unfortunately, the areas of maximum 
surface use potential are often identical to those areas lying 
within favorable geologic basins and which are already 
covered by oil and gas leases. Should the State select these 
areas with the present restrictive date of July 7, 1958, still 
in effect, the resultant selections would contain a checker- 
boarded pattern of ownership; that is, tracts of federally 
owned and leased lands intermingled with State-owned lands 
on which a Federal oil and gas lease would exist. By the 
terms of the statehood bill it would then be necessary for the 
Federal Bureau of Land Management to segregate by actual 
survey Federal lands which lie within large State selections. 
This would not only be time consuming, but unnecessarily 
costly for the Federal Government, and would result in mixed 
management of possible common oil-producing areas. 

By way of explanation, on the date of passage of Public 
Law 85-508 (the arbitrary date of July 7, 1958, involved in 
the subject proviso) approximately 19 million acres of land 
were under Federal oil and gas lease in Alaska. Approxi- 
mately 2 million of these acres were not available to State 
selection because of their withdrawn status under other 
provisions which would preclude State selection. Since 
July 7, 1958, approximately 25 million acres of Federal oil 
and gas leases have been issued. According to the present 
terms of Public Law 85-508, this latter acreage is not avail- 
able for State selection. Unfortunately, it happens to cover 
some of our most promising lands, containing timber and 
agricultural possibilities as well as being suitable for com- 
munity expansion and other surface development. 

If Alaska is to attain financial independence as a full- 
fledged member of the Union of States it must have maxi- 
mum management of its lands and the resources on and in 
those lands. We believe that the removal of the restrictive 
date of July 7, 1958, from the provisions of section 6(h) of 
the act of July 7, 1958, will permit such management which 
was the intent of Congress in granting statehood. We there- 
fore recommend the passage of this bill. 
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EXECUTIVE AGENCY REPORTS 


The “no objection” reports of the Department of the Interior and 
the Bureau of the Budget are set forth below: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 17, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

Dear Senator Murray: This is in response to your request for 
the views of this Department on S. 1412, a bill to amend the act of 
July 7, 1958, providing for the admission of the State of Alaska into 
the Union, relating to selection by the State of Alaska of certain lands 
made subject to lease, permit, license, or contract. 

The purpose of S. 1412 is to amend section 6(h) of the Alaska State- 
hood Act so as to broaden the categories of lands eligible for selection 
by the new State of Alaska under land selection rights granted in 
said act. Under that act, grants of public land, amounting to about 
105 million acres, were made or confirmed to the State. One provi- 
sion of the act is that in satisfaction of its grants the State may not 
select any public lands covered by mineral leases, permits, licenses, 
or contracts unless such leases, permits, licenses, or contracts were in 
effect July 7, 1958. The right to select such lands will terminate in 
January 1964, 5 years after date of admission of Alaska into the Union. 

This Department is of the opinion that since the Congress in its 
wisdom saw fit to qualify the land selection rights granted in the 
first instance, it is a matter for the Congress to decide whether this 
qualification should be repealed. The Department of the Interior, 
therefore, offers no recommendation concerning the merits of this 
legislation. 

The provision sought to be amended by S. 1412 now reads as 
follows: 

‘““Any lease, permit, license, or contract issued under the Mineral 
Leasing Act of February 25, 1920 (41 Stat. 437; 30 U.S.C., sec. 181 
and following), as amended, or under the Alaska Coal Leasing Act 
of October 20, 1914 (38 Stat. 741; 30 U.S.C., sec. 432 and following), 
as amended, shall have the effect of withdrawing the lands subject 
thereto from selection by the State of Alaska under this Act, unless 
such lease, permit, license, or contract is in effect on the date of ap- 
proval of this Act, and unless an application to select such lands is 
filed with the Secretary of the Interior within a period of five years 
after the date of the admission of Alaska into the Union.” 

Enactment of S. 1412 would have the effect of deleting from the 
language above the words “unless such lease, permit, license, or con- 
tract is in effect on the date of approval of this Act, and”’. 

Insofar as this particular subparagraph is concerned, under present 
law Alaska may, under its land-selection rights, select lands which 
either are “vacant, unappropriated, and unreserved”’ at the time of 
selection, or lands which on July 7, 1958 (the date of the Statehood 
Act) were under mineral or coal lease, permit, license, or contract. 
It may not select lands which were vacant, unappropriated, and un- 
reserved on July 7, 1958, but which, after that date but prior to the 
date of selection, went under mineral or coal lease, permit, license, or 
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contract. S. 1412 would open up to selection this latter class of lands. 
The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 
Sincerely yours, 
Emer F. Bennett, 
Under Secretary of the Interior. 


ExecuTIve OFFice OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington, D.C., July 1, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuairman: Reference is made to your letter of 
March 18, 1959, requesting the views of the Bureau of the Budget on 
S. 1412, a bill to amend the act of July 7, 1958, providing for the 
admission of the State of Alaska into the Union, relating to selection 
by the State of Alaska of certain lands made subject to lease, permit, 
icense, or contract. 

The Alaska Statehood Act of July 7, 1958, grants to the State the 
right to select for its own use a certain amount of vacant, unappro- 

riated, and unreserved public lands of the United States in Alaska. 

‘hile lands under mineral lease generally may not be selected by the 
State under that grant, Alaska is authorized to take lands which are 
subject to lease, permit, license, or contract issued under the Mineral 
Leasing Act of 1920 and the Alaska Coal Leasing Act of 1914, but 
only if such lands were subject to lease, permit, license, or contract on 
July 7, 1958, and only if the applications to select such lands are filed 
within 5 years after the admission of Alaska into the Union. At 
present, therefore, Alaska may not select lands made subject to lease, 
permit, license, or contract under those leasing laws after July 7, 1958. 
S. 1412 would amend section 6(h) of the Statehood Act to allow Alaska 
to select any such lands provided they are applied for within 5 years 
after Alaska’s admission into the Union, regardless of when those 
lands were made subject to lease, permit, license, or contract. 

The Bureau of the Budget has no objection to the enactment of 
S. 1412. Such action would be in accord with the sentiments ex- 
pressed in the Senate and House of Representatives committee 
reports on Alaska statehood legislation in 1958. Both of those re- 
ports stressed the need to grant Alaska a reasonable share of the 
mineral and other wealth within her boundaries and the need to 
restrict reservations of Federal lands in Alaska which bar the use of 
such land by the State. In the same spirit, the Statehood Act, in a 
number of instances relating to Federal revenues from sealskin sales, 
mineral royalties, and national forests, also provides for granting 
Alaska a share of those revenues. Unless Alaska is given the right 
to select the lands covered by S. 1412, it will be denied access to a 
— portion of the potentially valuable lands within its 
orders. 

It must, however, be noted that the amendment to the Alaska 
Statehood Act proposed in S. 1412 presents an unusual problem. 
Section 4 of the Statehood Act provides that “as a compact with the 
United States said State and its people do agree and declare that 
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they forever disclaim all right and title to any lands or other property 
not granted or confirmed to the State or its political subdivisions by 
or under the authority of this Act, the right or title to which is held 
by the United States or is subject to disposition by the United 
States * * *.” S. 1412 would, in effect, amend that compact by 
granting to the State the right to select lands not granted under the 
original Statehood Act. While it may be that such a compact is 
amendable if both the State and the Federal Government are agree- 
able, especially since the Congress possesses authority to dispose of 
U.S. territory and other property as it deems desirable, your com- 
mittee may wish to secure the views of the Department of Justice on 
that matter. Also, because of the compact involved, the Congress 
may desire to provide in S. 1412 for Alaska’s assent to such an amend- 
ment to the provisions of the compact. 
Sincerely yours, 
Puriuurp S. Huauss, 

Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill S. 1412, 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Tue ALASKA STATEHOOD AcT 
(Public Law 508, 85th Cong.; 72 Stat. 339) 


Sec 6. * * * 
* 
























- * * * + * 


(h) [Any lease, permit, license, or contract issued under the Mineral 
Leasing Act of February 25, 1920 (41 Stat. 437; 30 U.S.C., sec. 181 
and following), as amended, or under the Alaska Coal Leasing Act 
of October 20, 1914 (38 Stat. 741; 30 U.S.C., sec. 432 and following), 
as amended, shall have the effect of withdrawing the lands subject 
thereto from selection by the State of Alaska under this Act, unless 
such lease, permit, license, or contract is in effect on the date of ap- 
proval of this Act, and unless an application to select such lands is 
filed with the Secretary of the Interior within a period of five years 
after the date of the admission of Alaska into the Union.] Any lease, 
permit, license, or contract issued under the Mineral Leasing Act of 
February 25, 1920 (41 Stat. 437; 80 U.S.C. 181 and the following), as 
amended, or under the Alaska Coal Leasing Act of October 20, 1914 (38 
Stat. 741; 30 U.S.C. 482 and the following), as amended, shall have the 
effect of withdrawing the lands subject thereto from selection by the State 
of Alaska under this Act, unless an application to select such lands is 
filed with the Secretary of the Interior within a period of five years after 
the date of the admission of Alaska into the Union. Such selections 
shall be made only from lands that are otherwise open to selection 
under this Act, and shall include the entire area that is subject to 
each lease, permit, license, or contract involved in the selections. 
Any patent for lands so selected shall vest in the State of Alaska all 
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right, title, and interest of the United States in and to any such lease, 
permit, license, or contract that remains outstanding on the effective 
date of the patent, including the right to all rentals, royalties, and 
other payments accruing after that date under such lease, permit, 
license, or contract, and including any authority that may have been 
retained by the United States to modify the terms and conditions of 
such lease, permit, license, or contract: Provided, That nothing herein 
contained shall affect the continued validity of any such lease, permit, 
license, or contract or any rights arising thereunder. 


0 
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86TH CONGRESS t SENATE { Report 
1st Session No. 596 


ALASKA COAL LEASING 


Juty 28, 1959.—Ordered to be printed 


Mr. GrueEninG, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 1723] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 1723) to amend the act providing for the leasing of 
coal lands in Alaska in order to increase the acreage limitation in such 
act, having considered the same, report favorably thereon with amend- 
ments and recommend that the bill, as amended, do pass. 

Committee action in favorably reporting S. 1723 was unanimous, 
and the committee has adopted the maximum acreage limitation 
recommended by the Department of the Interior with the addition 
of discretionary authority in the Secretary of the Interior to lease up 
to an additional 10,240 under prescribed conditions, 


EXPLANATION OF BILL 


The purpose of S. 1723 is to promote the development of the vast 
coal reserves of Alaska and thereby the new State’s economic progress. 
The bill would accomplish this purpose by amending section 27 of the 
Mineral Leasing Act of 1920, as amended (41 Stat. 437; 30 U.S.C. 
184), to make the coal-leasing provisions of that act applicable to 
Alaska as it is to the other States. Maximum acreage that could be 
held by any one person, association, or corporation under Federal 
coal lease in Alaska would be 20,480 acres. The Secretary of the 
Interior would be given discretionary authority to grant additional 
acreage up to 10,240 acres under specified conditions and terms. 

Necessarily, the 45-year-old law under which Alaska’s vast coal 
deposits are presently administered is repealed (38 Stat. 741). The 
provisions of this 1914 act are far more severe and restrictive with 
respect to Alaska coal leasing than are the provisions of the Mineral 
Leasing Act applicable to the other 48 States. That is, under it 
Alaska coal leases now are limited to 2,560 acres in the aggregate. 

y the terms of the Mineral Leasing Act, however, the maximum that 


84006 





2 ALASKA COAL LEASING 


may be held in the other States is 10,240 acres, with discretionary 
authority in the Secretary to grant leaseholds up to an additional 
5,120 acres. 

NEED FOR LEGISLATION 


All witnesses appearing before the committee or communicating 
with it were unanimous in their findings that the present law not only 
is discriminatory, but is in fact retarding the development of one of 
Alaska’s important resources with consequent damage to the economy 
as a whole. Evidence was presented to the committee that the Jap- 
anese steel industry is interested in purchasing very substantial 
amounts of coking coal found near tidewater in southeastern Alaska, 
and that American private enterprise is ready, willing, and able to 
invest the many millions of dollars necessary to develop the coal 
deposits to meet this demand. 

However, because of the size of the investment required and the 
scale of the planned operation, the additional lease acreage provided 
by S. 1723, as amended, is essential. 

The need and desirability of the proposed legislation was admirably 
summarized by the former Governor of Alaska, Hon. Frank B. 
Heintzleman, who was appointed to office by President Eisenhower. 
In his statement to the committee, Governor Heintzleman said: 


I am firmly of the opinion that a very substantial increase in 
the acreage limitation of coal land leases is essential to the 
development of a coal-mining industry in our State which can 
compete in the markets of the Pacific rim countries. 

Very large operating units, using the most modern ma- 
chinery, will have to be provided to hold down costs; also an 
operating company will, in most cases, find it necessary to 
install all of the basic community facilities for its people in a 
remote area, and in many situations to provide railroad or 
some other form of transportation for the product to a tide- 
water harbor. 

The heavy investment required can only be financed and 
the operation properly amortized by definitely tying a much 
larger volume of coal to the enterprise than is available on 
2,560 acres of coal land. 

Experience in offering timber-cutting rights in connection 
with the effort to develop the pulp industry in Alaska, which 
industry is now established there and operating successfully, 
showed the necessity of assuring a long-term supply of raw 
material to an Alaskan enterprise which requires a large 
capital investment to operate on a basis allowing it to compete 
in the general markets. 

In the case of the pulpmills, the investments ran to $50 
million and $60 million each and the timber-cutting awards 
to a term of 50 years. Large-scale coal-mining operations can 
be expected to require equally impressive reserves of raw 
material. The present coal-mining activities in Alaska are 
geared to a small local market and are confined to coal de- 
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posits close to the route of the Alaska Railroad. Apparently, 
the existing 2,560-acre limitation on coal lease lands has not 
been too restrictive for these operations, but projects destined 
to enter the coal markets of the world present an entirely 
different set of conditions that must be met. 

Alaska needs additional large and year-round industries to 
diversify and expand its economic foundation. A number of 
its huge deposits of coal of various types appear to constitute 
a resource that can be made to contribute under present con- 
ditions to a satisfaction of these needs. Every inducement 
not inconsistent with the broad public interest might well be 
offered at this time to encourage the establishment of success- 
ful export coal operations. Such an inducement is the grant- 
ing of adequate coal reserves to large and well-financed pro- 


spective operators. I strongly recommend enactment of 
this bill. 


Governor Heintzleman, as did all other witnesses other than Interior 
Department officials, agreed that the Interior Department’s proposal 
for a flat limitation of 20,480 acres for Alaska coal leases, with no 
discretionary authority for additional acreage even in exceptional 
cases, would not be as satisfactory as the larger acreage. 


COMPETITION WITH OTHER AREAS 


The committee gave careful consideration to the question of whether 
the larger acreage proposed by S. 1723 for coal operations in Alaska 
would be discriminatory toward other coal-producing areas, and 
threaten any markets, real or potential, such areas might have. The 
committee’s considered conclusion is that the geographic, geologic, 
and economic facts are such that no possible harm to any other 
coal-producing area could result from enactment of the legislation. 
Manchuria has been the historic source of coking coal for the Japanese 
steel industry. Development of the Alaskan deposits of this basic 
material would therefore create competition primarily for the Red 
Chinese. This and other potential markets for Alaskan coal are so 
far distant, geographically and economically, from the markets of 
other American coal-producing areas as to constitute no threat, 


REPORTS OF EXECUTIVE AGENCIES 


The favorable, if amended, report of the Department of the Interior, 
concurred in by the Bureau of the Budget, is set forth below. As 
stated, the committee has adopted the Department’s recommendations 
with respect to the 20,480-acre limitation, and as to bringing Alaska 
under the Mineral Leasing Act, with consequent repeal of the 1914 
Alaska Coal Leasing Act. It has, however, added the discretionary 
authority of the Secretary of the Interior to grant additional leases 
up to 10,240. The committee believes this provision is consistent 
with the similar discretionary authority conferred upon the Secretary 
as to additional leases in the other 48 States now in the law. 
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U.S. DeparRTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 18, 1959. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


Dear Senator Morray: This is in reply to your request for the 
views of this Department on S. 1723, a bill to amend the act providing 
for the leasing of coal lands in Alaska in order to increase the acreage 
limitation in such act. 

We would not object to the enactment of S. 1723, if amended as 
suggested below 

The Mineral Leasing Act of February 25, 1920 (41 Stat. 437), as 
amended (30 U.S.C., sec. 181 et seq.), governs leasing of coal, phos- 
phate, sodium, potassium, oil, oil shale, and gas on the public domain. 
This act is apilicutile equally to Alaska and the other States, except 
that it does not apply to coal in Alaska. The leasing of coal on the 
public domain in Alaska is governed by the act of October 20, 1914 (38 
Stat. 741), as amended (48 U.S.C., sec. 432-452). Under the 1914 act 
not more than 2,560 acres may be leased to any one party. This isa 
much more stringent limitation than that applied by the general stat- 
ute which permits a party to hold 10,240 acres under coal lease in any 
one State, and in some circumstances permits the holding of an addi- 
tional 5,120 acres under coal lease in a State. In this respect, it is 
interesting to note that the 1920 act permits the holding of greater 
acreage under oil and gas lease in Alaska than elsewhere. S. 1723 
would amend the 1914 act to permit a party to hold 30,720 acres under 
coal lease in Alaska. 

The present acreage limitation imposed by the Alaska Coal Lands 
Act is intended to prevent monopoly. However, we can discover 
little danger of that in the coal industry, and we believe that any 
danger of monopoly which does exist can best be overcome by en- 
couraging the development of further resources. The present restric- 
tion applicable to Alaska is so stringent that it tends to discourage 
investment in coal mining there, and if the Federal Government is 
to permit the more complete utilization of low- and medium-grade 
coal deposits under more modern methods of mechanized mining an 
increase in the acreage limitation appears necessary. Under the 
geologic conditions prevailing in Alaska coal deposits in many cases 
are variable and unpredictable. Lessees operating more than one 
mine and mining more than one type of coal may find it imperative 
that they be permitted to acquire additional land without giving up 
the land now being worked by them. In many cases isolated areas 
at the present time cannot be developed because before they can be 
leased, existing operations must be dropped. An increase in the 
acreage limitation would probably encourage many existing lessees t6 
explore and develop larger areas than they may at the present time 
hold under lease. At the present time there is increased interest in 
coal production in Alaska for foreign export. We believe that every 
effort should be made to induce the timely and proper development 
in Alaska’s coal resources. Accordingly, we feel that an increase in 
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the maximum acreage which may be held under coal lease in Alaska 
is desirable; however, we do not at this time favor the increase 
proposed by S. 1723. 

It seems highly illogical that the Mineral Leasing Act should have 

eneral application to the public domain both in Alaska and the older 
— except with respect to this one mineral in Alaska. The coal 
leasing provisions of the 1920 act have proved generally satisfactory. 
Objections to the limitations on acreage which may be held under 
lease as unduly restrictive have been answered by the act of August 
21, 1958 (72 Stat. 688), which established the present limitations. 
As far as we know, there is now no objection to the coal provisions of 
the 1920 act. Recognition of the increased cost and difficulty, due 
to distance, terrain, and climate, of coal mining in Alaska may be 
made by establishing for Alaska a greater maximum acreage than 
applicable elsewhere. This is already the case with oil and gas leas- 
ing under the Mineral Leasing Act, under section 27 of which (30 
U.S.C., sec. 184) acreage under lease in Alaska is limited to 100,000 
acres, while in each of the other States 46,080 acres may be held 
under lease. Similar treatment for Alaska with respect to coal would 
seem justified, and we recommend that in Alaska the basic limitation 
be set at 20,480 acres rather than at 10,240 acres. Accordingly, we 
see no reason to preserve the 1914 act governing the leasing of coal 
in Alaska, and we suggest that it be repealed and the coal-leasing 
provisions of the 1920 act made applicable in all respects to Alaska. 
This may be achieved by deleting all in S. 1723 after line 5 and sub- 
stituting therefor the following: 

“Repealed. 

“Sec. 2. (a) The first sentence of section 2 of the Act of February 
25, 1920 (41 Stat. 437, 438), as amended (30 U.S.C., sec. 201), is 
further amended by the deletion of the words ‘outside of the Territory 
of Alaska’. 

“(b) The first sentence of section 27 of the Act of February 25, 1920 
(41 Stat. 437, 449), as amended (30 U.S.C., sec. 184), is further 
amended by the insertion immediately prior to the colon of a comma 
and the following: ‘except that in the State of Alaska coal leases or 
permits not exceeding an aggregate of twenty thousand four hundred 
and eighty acres may be held’. The proviso to that sentence is 
amended by the insertion after ‘said ten thousand two hundred and 
forty acres’ of the following: ‘(or, in the case of Alaska, twenty thou- 
sand four hundred and eighty acres)’.”’ 

The title of S. 1723 should be amended to read ‘To repeal the Act 
of October 20, 1914 (38 Stat. 741), as amended (48 U.S.C., secs. 
432-452), and for other purposes’’. 

Since we are informed that there is a particular urgency for the 
submission of the views of the Department, this report has not been 
cleared through the Bureau of the Budget and, therefore, no commit- 
ment can be made concerning the relationship of the views expressed 
herein to the program of the President. 

Sincerely yours, 
Evmer F. Bennett, 
Acting Secretary of the Interior. 


59004*—59_ S. Rept., 86-1, vol: 4 69 
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Executive OFFicE OF THE PRESIDENT, 
BuREAU OF THE BupDGeET, 
Washington, D.C., June 30, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
New Senate Office Building, Washington, D.C. 

My Dear Mr. CurarrMan: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 1723, a bill 
to amend the act providing for the leasing of coal lands in Alaska in 
order to increase the acreage limitation in such act. 

The report which the Secretary of the Interior is submitting on this 
bill raises no objection to enactment if amended as indicated therein. 
This Bureau concurs in that report. 

Accordingly, there would be no objection to the enactment of S, 
1723 if amended as suggested by the Secretary of the Interior. 

Sincerely yours, 
Puiturr S. HuGcHEs, 
Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (S. 
1723), as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


Tue AuasKa Coat Leasine Act or 1914 (38 Strat. 714; 48 U.S.C. 
432 per SEQ.) 


CCHAP. 330.—An Act To provide for the leasing of coal lands in the Territory of 
Alaska, and for other purposes 


[Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of the 
Interior be, and hereby is, authorized and directed to survey the 
lands of the United States in the Territory of Alaska known to be 
valuable for their deposits of coal, preference to be given first in favor 
of surveying lands within those areas commonly known as the Bering 
River, Matanuska, and Nenana coal fields, and thereafter to such 
areas or coal fields as lie tributary to established settlements or exist- 
ing or proposed rail or water transportation lines: Provided, That 
such surveys shall be executed in accordance with existing laws and 
rules and regulations governing the survey of public lands. There 
is hereby appropriated, out of any money in the Treasury not other- 
wise appropriated, the sum of $100,000 for the purpose of making the 
surveys herein provided for, to continue available until expended: 
Provided, That any surveys heretofore made under the authority or 
by the approval of the Department of the Interior may be adopted 
and used for the purposes of the Act. 

[Sec. 2. That the President of the United States shall designate and 
reserve from use, location, sale, lease, or disposition not exceeding 
five thousand one hundred and twenty acres of coal-bearing land in 
the Bering River field and not exceeding seven thousand six hundred 
and eighty acres of coal-bearing land in the Matanuska field, and not 
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to exceed one-half of the other coal lands in Alaska: Provided, That 
the coal deposits in such reserved areas may be mined under the 
direction of the President when, in his opinion, the mining of such 
coal in such reserved areas, under the direction of the President, be- 
comes necessary, by reason of an insufficient supply of coal at a rea- 
sonable price for the requirements of Government works, construction 
and operation of Government railroads, for the Navy, for national 
protection, or for relief from monopoly or oppressive conditions. 

[Sec. 3. That the unreserved coal lands and coal deposits shall be 
divided by the Secretary of the Interior into leasing blocks or tracts 
of forty acres each, or multiples thereof, and in such form as in the 
opinion of the Secretary will permit the most economical mining of 
the coal in such blocks, but in no case exceeding two thousand five 
hundred and sixty acres in any one leasing block or tract; and there- 
after, the Secretary shall offer such blocks or tracts and the coal, lig- 
nite, and associated minerals therein for leasing, and may award 
leases thereof through advertisement, competitive bidding, or such 
other methods as he may by general regulations adopt, to any person 
above the age of twenty-one years who is a citizen of the United 
States, or to any association of such persons, or to any corporation or 
municipality organized under the laws of the United States or of any 
State or Territory thereof: Provided, That a majority of the stock 
of such corporation shall at all times be owned and held by citizens 
of the United States: And provided further, That no railroad or com- 
mon carrier shall be permitted to take or acquire through lease or 
permit under this Act any coal or coal lands in excess of such area or 
quantity as may be required and used solely for its own use, and such 
limitation of use shall be expressed in all leases or permits issued to 
railroads or common carriers hereunder: And provided further, That 
any person, association, or corporation qualified to become a lessee 
under this Act and owning any pending claim under the public-land 
laws to any coal lands in Alaska may, within one year from the pas- 
sage of this Act, enter into an arrangement with the Secretary of the 
Interior by which such claim shall be fully relinquished to the United 
States; and if in the judgment of the Secretary of the Interior, the 
circumstances connected with such claim justify so doing, the moneys 
paid by the claimant or claimants to the United States on account of 
such claim shall, by direction of the Secretary of the Interior, be 
returned and paid over to such person, association, or corporation as 
a consideration for such relinquishment. 

[All claims of existing rights to any of such lands in which final 
proof has been submitted and which are now pending before the Com- 
missioner of the General Land Office or the Secretary of the Interior 
for decision shall be adjudicated within one year from the passage 
of this Act. 

[Src. 4. That a person, association, or corporation holding a lease 
of coal lands under this act may, with the approval of the Secretary 
of the Interior and through the same procedure and upon the same 
terms and conditions as in the case of an original lease under this Act, 
secure a further or new lease covering additional lands contiguous to 
those embraced in the original lease, but in no event shall the total 
area embraced in such original and new leases exceed in the aggregate 
two thousand five hundred and sixty acres. 
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[That upon satisfactory showing by any lessee to the Secretary of 
the Interior that all of the workable deposits of coal within a tract 
covered by his or its lease will be exhausted, worked out, or removed 
within three years thereafter, the Secretary of the Interior may, 
within his discretion, lease to such lessee an additional tract of land 
or coal deposits, which, including the coal area remaining in the 
original lease, shall not exceed two thousand five hundred and sixty 
acres, through the same procedure and under the same competitive 
conditions as in case of an original lease. 

[Sec. 5. That, subject to the approval of the Secretary of the 
Interior, lessees holding under Jeases small blocks or areas may con- 
solidate their said leases or holdings so as to include in a single hold- 
ing not to exceed two thousand five hundred and sixty acres of con- 
tiguous lands. 

[Sec. 6. That each lease shall be for such leasing block or tract of 
land as may be offered or applied for, not exceeding in area two 
thousand five hundred and sixty acres of land, to be described by the 
subdivisions of the survey, and no person, association, or corporation, 
except as hereinafter provided, shall be permitted to take or hold 
any interest as a stockholder or otherwise in more than one such lease 
under this Act, and any interest held in violation of this proviso shall 
be forfeited to the United States by appropriate proceedings insti- 
tuted by the Attorney General for that purpose in any court of com- 
petent jurisdiction, except that any such ownership and interest 
hereby forbidden which may be acquired by descent, will, judgment, 


or decree may be held for two years, and not longer, after its acqui- 
sition. 
[Sec. 7. That any person who shall purchase, acquire, or hold any 


interest in two or more such leases, except as herein provided, or who 
shall knowingly purchase, acquire, or hold any stock in a corporation 
having an interest in two or more such leases, or who shall knowingly 
sell or transfer to one disqualified to purchase, or except as in this 
Act specifically provided, disqualified to acquire, any such interest, 
shall be deemed guilty of a felony, and upon conviction shall be pun- 
ished by imprisonment for not more than three years and by a fine 
not exceeding $1,000: Provided, That any such ownership and interest 
hereby forbidden which may be acquired by descent, will, judgment, 
or decree may be held two years after its acquisition and not longer, 
rer in case of minority or other disability such time as the court may 
ecree. 

[Sec. 8. That any director, trustee, officer, or agent of any corpora- 
tion holding any interest in such a lease who shall, on behalf of such 
corporation, act in the purchase of any interest in another lease, or 
who shall knowingly act on behalf of such corporation in the sale or 
transfer of any such interest in any lease held by such corporation to 
any corporation or individual holding any interest in any such a 
lease, except as herein provided, shall be guilty of a felony and shall 
be subject to imprisonment for a term of not exceeding three years 
and a fine of not exceeding $1,000. 

[Sec. 8a. If any of the lands or deposits leased under the provisions 
of this Act shall be subleased, trusteed, possessed, or controlled by 
any device permanently, temporarily, directly, indirectly, tacitly, or 
in any manner whatsoever, so that they form part of or are in anywise 
controlled by any combination in the form of an unlawful trust, with 
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consent of lessee, or form the subject of any contract or conspiracy 
in restraint of trade in the mining or selling of coal, entered into by 
the lessee, or of any holding of such lands by any individual, partner- 
ship, association, corporation, or control, in excess of two thousand 
five hundred and sixty acres in the Territory of Alaska, the lease 
thereof shall be forfeited by appropriate court proceedings. 

[Sxec. 9. That for the privilege of mining and extracting and dis- 
posing of the coal in the lands covered by his lease the lessee shall 
pay to the United States such royalties as may be specified in the 
lease, which shall not be less than two cents per ton, due and payable 
at the end of each month succeeding that of the shipment of the coal 
from the mine, and an annual rental, payable at the beginning of 
each year, on the lands covered by such lease, at the rate of twenty- 
five cents per acre for the first year thereafter, fifty cents per acre for 
the second, third, fourth, and fifth years, and $1 per acre for each 
and every year thereafter during the continuance of the lease, except 
that such rental for any year shall be credited against the royalties 
as they accrue for that year. Leases may be for periods of not more 
than fifty years each, subject to renewal, on such terms and condi- 
tions as may be authorized by law at the time of such renewal. All 
net profits from operation of Government mines, and all royalties 
and rentals under leases as herein provided, shall be deposited in the 
Treasury of the United States in a separate and distinct fund to be 
applied to the reimbursement of the Government of the United States 
on account of any expenditures made in the construction of railroads 
in Alaska, and the excess shall be deposited in the fund known as The 
Alaska Fund, established by the Act of Congress of January twenty- 
seventh, nineteen hundred and five, to be expended as provided in 
said last-mentioned Act. 

[Sxrc. 10. That in order to provide for the supply of strictly local 
and domestic needs for fuel the Secretary of the Interior may, under 
such rules and regulations as he may prescribe in advance, issue to 
any applicant qualified under section three of this Act a limited 
license or permit granting the right to prospect for, mine, and dispose 
of coal belonging to the United States on specified tracts not to exceed 
ten acres to any one person or association of persons in any one coal 
field for a period of not exceeding ten years, on such conditions not 
inconsistent with this Act as in his opinion will safeguard the public 
interest, without payment of royalty for the coal mined or for the 
land occupied: Provided, That the acquisition of holding of a lease 
under the preceding sections of this Act shall be no bar to the acqui- 
sition, holding, or operating under the limited license in this section 
permitted. And the holding of such a license shall be no bar to the 
acquisition or holding of such a lease or interest therein. 

Sec. 11. That any lease, entry, location, occupation, or use per- 
mitted under this Act shall reserve to the Government of the United 
States the right to grant or use such easements in, over, through, or 
upon the land leased, entered, located, occupied, or used as may be 
necessary or appropriate to the working of the same or other coal 
lands by or under authority of the Government and for other pur- 

oses: Provided, Than said Secretary, in his discretion, in making any 
ease under this Act, may reserve to the United States the right to 
lease, sell, or otherwise dispose of the surface of the lands embraced 
within such lease under existing law or laws hereafter enacted in so 
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far as said surface is not necessary for use by the lessee in extracting 
and removing the deposits of coal therein. If such reservation is 
made, it shall be so determined before the offering of such lease. 

{That the said Secretary during the life of the lease is authorized to 
issue such permits for easements herein provided to be reserved, and 
to permit the use of such other public lands in the Territory of Alaska 
as may be necessary for the construction and maintenance of coal 
washeries or other works incident to the mining or treatment of coal, 
which lands may be occupied and used jointly or severally by lessees 
or permittees, as may be determined by said Secretary. 

[Sec. 12. That no lease issued under authority of this Act shall be 
assigned or sublet except with the consent of the Secretary of the 
Interior. Each lease shall contain provisions for the purpose of 
insuring the exercise of reasonable diligence, skill, and care in the 
operation of said property, and for the safety and welfare of the 
miners and for the prevention of undue waste, including a restriction 
of the workday to not exceeding eight hours in any one day for 
underground workers except in cases of emergency; provisions secur- 
ing the workers complete freedom of purchase, requiring the pay- 
ment of wages at least twice a month in lawful money of the United 
States, and providing proper rules and regulations to secure fair and 
just weighing or measurement of the coal mined by each miner, and 
such other provisions as are needed for the protection of the interests 
of the United States, for the prevention of monopoly, and for the 
safeguarding of the public welfare. 

[5xc. 13. That the possession of any lessee of the land or coal 
deposits leased under this act for all purposes involving adverse claims 
to the leased property shall be deemed the possession of the United 
States, and for such purposes the lessee shall occupy the same relation 
to the property leased as if operated directly by the United States. 

[Sec. 14. That any such lease may be forfeited and canceled by 
appropriate proceeding in a court of competent jurisdiction whenever 
the lessee fails to comply with any provision of the lease or of general 
regulations promulgated under this Act; and the lease may provide 
for the enforcement of other appropriate remedies for breach of speci- 
fied conditions thereof. 

(Sec. 15. That on and after the approval of this Act no lands in 
Alaska containing deposits of coal withdrawn from entry or sale shall 
be disposed of or acquired in any manner except as provided in this 
Act: Provided, That the passage of this Act shall not affect any pro- 
ceeding now pending in the Department of the Interior, and any such 
proceeding may be carried to a final determination in said department 
notwithstanding the passage hereof: Provided further, That no lease 
shall be made, under the provisions hereof, of any land, a claim for 
which is pending in the Department of the Interior at the date of the 
passage of this Act, until and unless such claim is finally disposed of by 
the department adversely to the claimant. 

[Sec. 16. That all statements, representations, or reports required, 
unless otherwise specified, by the Secretary of the Interior under this 
Act shall be upon oath and in such form and upon such blanks as the 
Secretary of the Interior may require, and any person making false 
oath, representation, or report shall be subject to punishment as for 
perjury. 
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[Sec. 17. That the Secretary of the Interior is authorized to pre- 
scribe the necessary and proper rules and regulations and to do any 
and all things necessary to carry out and accomplish the purposes of 
this Act. 

[Sxc. 18. That all Acts and parts of Acts in conflict herewith are 
hereby repealed.] 

Approved, October 20, 1914. 


THe Minera LeasineG Act or 1920 (41 Star. 437, 438; 30 U.S.C. 201) 


* * * * * * * 


Sec. 2. (a) The Secretary of the Interior is authorized to divide 
any of the coal lands or the deposits of coal, classified and unclassified, 
owned by the United States, [outside of the Territory of Alaska,] 
into leasing tracts of forty acres each, or multiples thereof, and in 
such form as, in his opinion, will permit the most economical mining 
of the coal in such tracts, but in no case exceeding two thousand five 
hundred and sixty acres in any one leasing tract, and thereafter he 
shall, in his discretion, upon the request of any qualified applicant or 
on his own motion, from time to time, offer such lands or deposits 
of coal for leasing, and shall award leases thereon by competitive 
bidding or by such other methods as he may by general regulations 
adopt, to any qualified applicant. 

* * * * * ~ * 

Src. 27. [No person, association, or corporation, except as herein 
provided, shall take or hold coal leases or permits during the life of 
such lease in any one State exceeding an aggregate of ten thousand 
two hundred and forty acres: Provided, That a person, association 
or corporation may apply for coal leases or permits for acreage in 
addition to said ten thousand two hundred and forty acres, which 
application or applications shall be in multiples of forty acres, not 
exceeding a total of five thousand one hundred twenty additional 
acres in such State, and shall contain a statement that the granting 
of a lease for such additional lands is necessary for the person, asso- 
ciation, or corporation to carry on business economically and is in the 
public interest. On the filing of said application, the coal deposits 
in such lands covered thereby shall be temporarily set aside and with- 
drawn from all forms of disposal under this Act. The Secretary of 
the Interior shall, after posting notice of the pending application in 
the local land office, conduct public hearings on said application or 
applications for additional acreage. After such public hearings, to 
such extent as he finds to be in the public interest and necessary for 
the applicant in order to carry on business economically the Secretary 
of the Interior may, under such regulations as he may prescribe, 

ermit such person, association, or corporation to take or hold coal 
eases or permits for an additional aggregate acreage of not more than 
five thousand one hundred and twenty acres in such State. The 
Secretary may, in his own discretion or whenever sufficient public 
interest is manifested, reevaluate the lessee’s or permittee’s need for 
all or any part of the additional acreage. The Secretary may cancel 
the lease or leases and permit or permits covering all or any part of 
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the additional acreage, if he finds that such cancellation is in the 
public interest or that the coal deposits in the additional acreage are 
no longer necessary for the lessee or permittee to carry on business 
economically of if the lessee or permittee has divested himself of all 
or any part of the original ten thousand two hundred and forty acres 
or no longer has facilities which in the Secretary’s opinion enable him 
to exploit the deposits under lease or permit.] No person, association, 
or corporation, except as herein provided, shall take or hold coal leases or 
permits during the life of such lease in any one State, except Alaska, 
exceeding an aggregate of ten thousand two hundred and forty acres and, 
unth respect to Alaska, twenty thousand four hundred and eighty acres: 
Provided, That a person, association, or corporation may apply for coal 
leases or permits for acreage in addition to said acreage, which applica- 
tion or applications shall be in multiples of forty acres, not exceeding a 
total of five thousand one hundred twenty additional acres in such State 
or ten thousand two hundred and forty acres in the State of Alaska and shall 
contain a statement that the granting of a lease for such additional lands 
is necessary for the person, association, or corporation to carry on busi- 
ness economically and is in the public interest. On the filing of said 
application, the coal deposits in such lands covered thereby shall be tem- 
porarily set aside and withdrawn from all forms of disposal under this 
Act. The Secretary of the Interior shall, after posting notice of the pend- 
ing application in the local land office, conduct public hearings on said 
application or applications for additional acreage. After such public 
hearings, to such extent as he finds to be in the public interest and necessary 
for the applicant in order to carry on business economically, the Secretary 
of the Interior may, under such regulations as he may prescribe, permit 
such person, association, or corporation to take or hold coal leases or 
permits for an additional aggregate acreage of not more than five thousand 
one hundred and twenty acres 1n such State or ten thousand two hundred 
and forty acres in the State of Alaska, as the case may be. The Secretary 
may, in his own discretion or whenever sufficient public interest is mani- 
fested, reevaluate the lessee’s or permittee’s need for all or any part of 
the additional acreage. The Secretary may cancel the lease or leases and 
permit or permits covering all or any part of the additional acreage, if 
he finds that such cancellation is in the public interest or that the coal 
deposits inthe additional acreage are no longer necessary for the lessee 
or permittee to carry on business economically or if the lessee or permittee 
has divested himself of all or any part of the original ten thousand two 
hundred and forty acres, or, with respect to the State of Alaska, twenty 
thousand four hundred and eighty acres or no longer has facilities which 
an the Secretary's opinion enable him to exploit the deposits under lease 
or permit. 
O 
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86TH CONGRESS t SENATE REportT 
1st Session No. 597 


SUPPLEMENTAL APPROPRIATION BILL, 1960 


Juty 31, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of May 21, 1959 


Mr. Haypesn, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H.R. 7978] 


The Committee on Appropriations, to whom was referred the bill 
(H.R. 7978) making supplemental appropriations for the fiscal year 
ending June 30, 1960, and for other purposes, report the same to the 
Senate with various amendments and present herewith information 
relative to the changes made. 


Amount of bill as passed House 
Amount of increase by Senate committee 
Amount of bill as reported to Senate 
Total estimates considered by the Senate, including 
$329,139,138 submitted in S. Docs. Nos. 37, 38, 39, 
40, 42, 43, and — 1, 218, 090, 555 
Under budget estimates 141, 904, 447 





SUPPLEMENTAL APPROPRIATION BILL, 1960 


ForrIGN CURRENCIES 


The committee considered an estimate submitted in Senate Docu- 
ment No. 38, dated July 17, 1959, for the use of foreign currencies 
under section 104 of the “Agricultural Trade Development and Assist- 
ance Act of 1954, as amended, as follows: 


Authoriza- 
Appropria- | Appropria- | tions to use 
tions for tions for foreign cur- 
Agency expenditure purchase rency with- 
in dollars of foreign out dollar 
appropria- 


Legislative branch: Library of Congress, collection and dis- 
tribution of foreign Library materials 
Independent offices: National Science Foundation, scientific 
information activities overseas. -.......- unusihe tapenade made 
Department of Agriculture: Agricultural “Research Service, 
salaries and expenses 
Department of Commerce: National Bureau of Standards, 
pestarch and technical serwiees...2.<..sccncses so 2 6 ec ncecusesclancccucescence 
Department of Health, Education, and Welfare: 
Office of Vocational Rehabilitation: Research and training 
Public Health Service: Scientific activities overseas. -......|.............. 
Department of the Interior: 
Departmenta! offices: Office of Saline Water, salaries and 


expenses - ..-- - owe ecw cece scence we cececoeecccs| coewccccccccce 


Bureau of Reclamation: - General investigations 
Bureau of Mines 
Conservation and development of mineral resources 
Health and safety 
Department of State 
Acquisition, operation, and maintenance of buildings 


abroad... .-. accilaiaataiindeicataiaeat le incline le isiyieailiedircaaeniastedilnitiasaeae 3, 475, 000 
International educational ‘exchange activities Lp Aowddiicetcbal paaketlatinddesel obigadouéheowine 1, 984, 100 


182, 875 24, 453, 000 7, 923, 150 


Committee action is postponed at the present time. It is the recom- 
mendation of the committee that new budget estimates be submitted 
in January 1960, which will indicate in such total the cost in American 
dollars of the initiation and supervision of each proposed project which 
involves the use of foreign currencies. Furthermore, the agencies 
included in this document are directed to freeze any previously appro- 
ag funds intended to be used in conjunction with this document. 

his is made necessary by reason of the postponement of the authority 
requested in the document until next year. 

Doubts have been expressed as to whether the development of 
some of the proposed projects would produce results beneficial to the 
economy of the United States. In resubmitting the estimate, this 
matter should be gone into thoroughly by the executive branch. 

Under existing procedures, the Department of Agriculture receives 
no credit from the allocation and use of most of the approximately 
$4 billion of foreign currencies derived from Public Law 480 operations; 
except for the few authorized uses which require that dollars be appro- 
priated to purchase these currencies prior to use by Government 
agencies. 

This has resulted in an inequitable cost against the farm program for 
foreign aid and other overseas programs which ultimately use the 
bulk of these foreign currencies. 

The committee requests that the Bureau of the Budget have the 
situation reviewed and then make the proper adjustments in reporting 
program costs to correct the launeltelte treatment against the farm 
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rogram, and if necessary submit to the next Congress corrective 
egislative or budgetary proposals. 


FUNDS APPROPRIATED TO THE PRESIDENT 


TRANSITIONAL GRANTS TO ALASKA 


Supplemental estimate (H. Doc. 170) $10, 500, 000 
House allowance 10, 500, 000 
Committee recommendation 10, 500, 000 

The committee agrees with the House in providing the full amount 
of $10,500,000 authorized for 1960, under Public Law 86-70, for 
limited assistance to Alaska during the transitional period from Terri- 
torial status by helping to finance functions formerly performed b 
the Federal Government. Additional grants are authorized of $6 mil- 
lion for 1961 and $3 million for 1962. 


EXPANSION OF DEFENSE PRODUCTION 
REVOLVING FUND, DEFENSE PRODUCTION ACT 


Supplemental estimate (H. Doc. 169) (to restore borrowing 

authority) $287, 285, 072 
House allowance (for cash requirements in 1960) 100, 000, 000 
Committee recommendation (for cash requirements in 1960) 116, 000, 000 

The committee agrees with the House in appropriating for this pro- 
gram under the Defense Production Act on the basis of providing for 
deliveries of material under existing commitments in fiscal year 1960, 
as opposed to the request to restore capital to the revolving fund by 
writing off the accumulated losses incurred under the use of the 
Treasury borrowing authority. 

The committee is advised, however, that the cash requirements for 
1960 would exceed the borrowing authority of $2.1 billion by $116 
million. Accordingly, the committee recommends an increase of 
$16 million, in order to provide a total appropriation to the revolving 
fund of $116 million. 


FUNDS TO CONTINUE THE “CARLOT MANGANESE PURCHASE PROGRAM” 


The committee considered the request of Members of the Senate 
and representatives of the manganese producers for an appropriation 
of $23 million to continue the “carlot manganese purchase program” 
until January 1, 1961. 

This program has been carried out under the provisions of the 
Defense Production Act of 1950, as amended, pursuant to a directive 
of the Director of the Office of Defense Mobilization dated June 27, 
1956, which extended the program until January 1, 1961, or until 28 
million long-ton units had been delivered. The General Services 
Administration, the acquiring agency, has notified the producers that 
the 28 million long-ton units will be acquired on or about August 5, 
1959, and that the program will be terminated on that date. 

The Office of Civil and Defense Mobilization and the General 
Services Administration have advised the committee that the maxi- 
mum defense stockpile objectives for manganese have been met and 
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and that there is no authority of law to continue the program under 
the provisions of the Defense Production Act, as amended. There- 
fore, the committee has not recommended the allowance of any funds 
to continue this program. 


EXECUTIVE OFFICE OF THE PRESIDENT 
Orrics or Crvit AND DerensE MOBILIZATION 


SALARIES AND EXPENSES 


Supplemental estimate (H. Doc. 169) 
House allowance 
Committee recommendation 


The committee considered the request in House Document 169 for 
an additional $12 million for salaries and expenses for allocation to 
various Federal agencies and departments for financing delegated 
responsibilities under the civil defense program, which was denied by 
the House. 

The committee is advised that $3,650,000 of the amount requested 
is for continuing such functions in seven of the agencies, and the 
remainder is for new programs. The committee is further advised 
that in most cases a like amount has been deleted from the regular 
budgets of those agencies. Therefore, the committee recommends 
inserting the item in the bill in the amount of $3,650,000 for continu- 
ing the old functions in the program, with no allowance for any new 
programs. 

Justifications furnished to the committee revealed that the cost of 
continuing activities was distributed as follows: 

Department of Commerce $2, 113, 000 


Health, Education, and Welfare 138, 100 
Housing and Home Finance 125, 000 


Interior 351, 800 


CONSTRUCTION OF FACILITIES 


Supplemental estimate (H. Doc. 182) $2, 700, 000 
House allowance 


0 

2, 700, 000 
The committee recommends inserting in the bill the item, as esti- 
mated in the amount of $2,700,000 in House Document 182, to pro- 
vide for the construction of a prototype regional protected underground 
control and operational center for one of the eight regional offices. 
This center would house the regular day-to-day operations of the re- 
gional office and would be designed to accommodate an expanded 


emergency staff of executive reservists and essential operating person- 
nel from other Federal agencies. 
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INDEPENDENT OFFICES 
AuasKA INTERNATIONAL Rai AND Highway CoMMISSION 
SALARIES AND EXPENSES 


The committee recommends the inclusion of a provision in the bill 
to provide that funds heretofore appropriated for the expenses of the 
Alaska International Rail and Highway Commission shall remain 


available until June 30, 1961, which is the new termination date of 
the Commission. 


Boston Nationat Historic Sires CoMMISsSION 


SALARIES AND EXPENSES 
Appropriation, 1959 
Appropriation, 1960 
Supplemental estimate (S. Doc. ——) 
House allowance 


1 Not considered. 


The committee recommends the allowance of the supplemental 
estimate of $20,000 for the salaries and expenses of the Boston Na- 
tional Historic Sites Commission. 

Legislation (H.R. 4524) extending the life of the Commission to 
June 16, 1960, has passed both Houses of the Congress and is now 
awaiting the President’s approval. The sum recommended is re- 
quired to meet the expenses of the Commission during the current 
fiscal year. 

CoMMISSION ON FINE ARTS 


SALARIES AND EXPENSES 


DRDEMEROT, DENG... cnn oBiddbindusniedenadum wae aaiadaeaede $37, 700 
Appropriation, 1960 37, 800 
Supplemental estimate (H. Doc. 169)_...------.-.----------------- 

House allowance 

Committee recommendation 


The committee recommends concurrence in the House allowance of 
$4,500 for the salaries and expenses of the Commission on Fine Arts. 
It is the view of the committee that the sum recommended, which is 
a reduction of $500 below the supplemental estimate, along with the 
appropriation of $37,800 in the Department of the Interior and Re- 
lated Agencies Appropriation Act, 1960 (Public Law 86-60) is ade- 
quate to meet the expenses of the Commission during fiscal year 1960 


FepeRAL AVIATION AGENCY 


CONSTRUCTION AND DEVELOPMENT, ADDITIONAL WASHINGTON AIRPORT 


1958 appropriation (supplemental) $12, 500, 000 
1959 appropriation (supplemental) 50, 000, 000 
Supplemental estimate, 1960 (H. Doc. 169) 27, 500, 000 
House allowance 22, 470, 000 
Committee recommendation 27, 500, 000 
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The committee recommends restoration of $5,030,000, to provide 
the full budget estimate of $27,500,000 for construction and further 
development of the additional Washington airport at Chantilly, Va. 
Of the restoration, $2,450,000 is recommended for construction of a 
sewage disposal system to connect the airport to the Blue Plains treat- 
ments facility of the District of Columbia, and $2,580,000 is to com- 
plete the construction of airport facilities without having to reduce 
their size or effectiveness in any way. 

The committee also recommends increasing from $400,000 to 
$500,000 the amount in the proviso that may be used for an access 
road north from the airport. 


Foreign Ciaims SETTLEMENT CoMMISSION 


PAYMENT OF KOREAN CLAIMS 


Supplemental estimate (H. Doc. 169) 
House allowance 


The committee agrees with the House in providing the full amount 
of the budget estimate to settle six specific claims under the War 
Claims Act of 1948, as recently authorized. 












NATIONAL AERONAUTICS AND Space ADMINISTRATION 


SALARIES AND EXPENSES 





1959 appropriation (NACA and NASA) -.~......-.-......---.-..- $86, 286, 300 
mesuayY esate, 1900 (1. DOG, 176) ....onnocndcenncctcccecacsca 94, 430, 000 
ee SE ea Ty eee ene Pe 91, 400, 000 
IE CURRAN ns ci ctenniindbndaucedamincE 94, 430, 000 


Restoration of $3,030,000 is recommended by the committee, to 
provide the full budget estimate of $94,430,000 for salaries and 
expenses. The committee also recommends a restoration of $296,000, 
to provide the full budget estimate of $3,181,000 in the limitation 
for expenses of travel. 














RESEARCH AND DEVELOPMENT 


Re. ns: neeeantiieebpanameemmbineantawemel $50, 000, 000 
CRG EE SRS SUR SOUS. sek on a cinic a eghmsininkaemmmaae seh 20, 750, 000 
ee UY (ae. SIO. 880) en heen tan rae see etd 333, 070, 000 
eng, O00) 20 Tose SUL Ot Lae ee dle Gil = —_ a~ 
; s 0, 750, 
Committees recommendation. oi ee ea ee { 33 070. 000 
The committee recommends that the following item be inserted 


in the bill: 


For an additional amount for “Research and development,” 
as authorized by Public Law 86-12, $20,750,000, to remain 
available until expended. 


The committee also recommends adding authorizations “for other 
items of a capital nature as authorized by law” and— 


including not to exceed $9,000 for representation allowance over- 
seas and official entertainment expenses, to be expended upon 
the approval or authority of the Administrator. 
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Restoration is recommended in the amount of $14,395,000, to pro- 
vide the total budget estimate in House Document 173 of $333,070,000. 
The committee also recommends restoration of 33, to provide the 
full budget estimate of 65 in the authorization to purchase passenger 
motor vehicles, and restoration of 19, to provide the full budget 
estimate of 38 as the number to be purchased for replacement only. 
The committee further recommends deletion of the proviso requiring 
14 days’ notification to the legislative committees before funds shall 
be available for other items of a capital nature which exceed $250,000. 


CONSTRUCTION AND EQUIPMENT 


1959 appropriation (NACA and NASA) $48, 000, 000 
Estimate, 1959 (H. Doc. 114) 
Estimate, 1960 (H. Doc. 173) 
House allowance 52, 000, 000 
24, 250, 000 
57, 800, 000 
The committee recommends that the following item be inserted 
in the bill: 


For an additional amount for “Construction and equipment,” 
as authorized by Public Law 86-12, $24,250,000, to remain 
available until expended. 


Restoration is recommended in the amount of $5,800,000, to pro- 
vide the total budget estimate in House Document 173 of $57,800,000. 
The committee further recommends deletion of the limitation “at 
Cleveland, Ohio” in the authorization for acquisition or condemnation 
of real property, and the deletion of the proviso requiring 14 days’ 
notification to the legislative committees before funds shall be avail- 
able for purposes authorized by section 3 of the authorization act. 


NationaL Mepration Boarp 


SALARIES AND EXPENSES 
1959 appropriation 
1960 appropriation 
Supplemental estimate 
House allowance 


The committee recommends approval of the House allowance, a 
reduction of $5,000 from the supplemental estimate for which the 
Board did not request restoration. 

The funds proposed are required for the activity voluntary arbitra- 
tion and emergency disputes, to defray the expenses of arbitration 
boards, special boards of adjustment, and emergency boards in the 
railroad and airline industries. The workload has increased sub- 
stantially following a court decision in 1957 requiring that minor 
disputes be handled through a compulsory arbitration procedure. 
The extent of the workload increase was not anticipated when the 
regular estimates were considered. 


OvutTpoor REcREATION Resources Review CoMMISSION 


SALARIES AND EXPENSES 
Appropriation (to date) 
Supplemental estimate (H. Doc. 169) 
House allowance 
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The committee recommends concurrence in the House allowance of 
$850,000 for the salaries and expenses of the Outdoor Recreation 
Resources Review Commission. The sum recommended is a reduc- 
tion of $200,000 in the supplemental estimate. 

While the committee is in agreement with the objectives of the 
Commission, it feels that the sum recommended and a carryover 
balance of $50,000 from previous appropriations is adequate for the 
programs of the Commission during fiscal year 1960. 


River Basin Stupy Commission FoR SoutH CAROLINA-GEORGIA- 
ALABAMA-FLORIDA 







1959 appropriation 


$060 ‘anpropriation (remular act)... ol ewe cu deeb sesedl ick seed. Waccvad. 
Supplemental request (H. Doc. 169) ................-....-.-----.- 740, 000 
PO WETINE os 5s Sok oode nk Gud ddenRaideelsnceasce DORE 666, 000 
Ins CODOUNINIORERION «5 odbc don cccudanckadenkce xe Wadmwaxs 740, 000 


The committee recommends $740,000, the budget estimate, to meet 
the Commission’s needs for fiscal year 1960. 

The funds recommended are to carry out the purposes of Public 
Law 85-850 which established a commission to be known as the U.S. 
Study Commission on the Savannah, Altamaha, St. Marys, Apalachi- 
cola-Chattahoochee, and Perdido-Escambia River Basins, and Inter- 
vening Areas. 


River Bastn Stupy Commission ror TExXas 










1050 SOpropriatinn £2.06 i sak end esa ik i Lin i ddd 

sooo appropriation {ramuler @0t)<o- 3 oo sua ed nbn enki. danse aw denen) chee dsp 
Supplemental request (H. Doc. 169)...---..-.---.--------.-.----. 800, 000 
House allowance 


The committee recommends $800,000, the budget estimate to meet 
the Commission’s needs for fiscal year 1960. 

The funds recommended are to carry out the purposes of section 203 
of Public Law 85-843 which established a commission to be known 
as the U.S. Study Commission on the Neches, Trinity, Brazos, 
Colorado, Guadalupe-San Antonio, Nueces, and San Jacinto River 
Basins and Intervening Areas. 

















Houstnc anp Home Finance AGENCY 


PUBLIC HOUSING ADMINISTRATION 


ANNUAL CONTRIBUTIONS 


Supplemental estimate (H. Doc. 169) 
House allowance 


ee mew eK wR ee ee eR eee eR ee eee eee er eee 


The committee agrees with the House in providing the full amount 
of the budget estimate of $8 million for payment to local housing 
authorities for 1959, as required to pay out the contracts for that year. 
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DEPARTMENT OF AGRICULTURE 
FOREST SERVICE 


Funps to IMPLEMENT THE “PROGRAM FOR THE NATIONAL Forests” 


The committee recommends the allowance of appropriations totaling 
$22 million to implement the ‘Program for the National Forests’, 
which was submitted to the Congress by the Secretary of Agriculture 
on March 24, 1959. In his letter of transmittal the Secretary ex- 
plained the program in the following words: 


This conservation program embraces all the renewable 
resources of the national forest system—water, timber, rec- 
reation, forage, and wildlife habitat. It includes both long- 
range objectives and interim proposals. The program pro- 
vides for the continued, orderly use and development of the 
renewable resources of these Federal lands in accordance 
with the basic conservation principles of sustained yield and 
multiple use. What is done in the next 10 to 15 years will 
largely determine whether these vastly important public 
lands will contribute by the year 2000 their fair share to a 
greatly expanded national economy. 


During the hearings on the Department of the Interior and related 
agencies appropriation bill the subcommittee heard officials of the 
Department on the program. In reporting that bill to the Senate the 
committee made the following statement in its report (S. Rept. No. 
345): 

“PROGRAM FOR THE NATIONAL FoREST 


“During the hearings on the bill the committee heard offi- 
cials of the Department of Agriculture on the ‘Program for 
the National Forest’ which was recently submitted to the 
Congress by the Secretary of Agriculture. While the pro- 
gram was referred to the Committee on Agriculture and For- 
estry and the Committee on Interior and Insular affairs the 
committee felt that it should give attention to the matter 
inasmuch as it is primarily a program that requires expansion 
of going programs rather than new legislative authority. In 
his letter of transmittal the Secretary of Agriculture stated: 

“Legislative authorities for the recommended program 
are generally adequate. Supplemental legislation will be 
proposed as the need arises. Appropriation requests to im- 
plement the program will be submitted to the Congress in 
future years in connection with budget presentations after 
due consideration of the overall fiscal needs and resources of 
the Federal Government.’ 


59004°-—-59 S. Rept.. 86-1. vol. 4 70 
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“The committee was impressed with the soundness of the 
program and feels very strongly that the program should be 
implemented in fiscal year 1960. The committee was ad- 
vised that appropriations amounting to $41,350,000 in addi- 
tion to the budget estimates would be required to implement 
the program. The committee has deferred action on the pro- 

osal in the hope that the Secretary of Agriculture and the 

irector of the Bureau of the Budget will see fit to submit to 
the Congress during this session a request for funds to imple- 
ment the program. 

“Tn deferring action on this proposal the committee has also 
deferred acting on numerous requests for increases in the 
appropriations for the various programs of the Forest Serv- 
ice. This action of the committee should not be considered 
as the disallowance of any of these requests. The committee 
feels that funds in addition to the budget estimate for in- 
creased timber sales, reforestation and revegetation, recrea- 
tional development, building of facilities for the management 
of the forests, fire protection—especially in the southern 
California forests—forest research, forest roads and trails and 
other programs of the forest service should be provided. 

“Tf funds to implement the program are not submitted by 
the Bureau of the Budget during this session of the Congress 
the committee will consider providing adequate funds to im- 
plement this program in the Supplemental Appropriation 
Act for 1960, which will be considered by the committee dur- 
ing this session of the Congress.” 


The committee was advised by officials of the Department of Agri- 
culture that funds in the amount of $41,350,000 would be required 
for the first year’s implementation of the program. Inasmuch as no 
request for funds was submitted by the Bureau of the Budget, the 
committee does not feel that it can recommend the full cost of the 
first year’s implementation. However, the committee feels that the 
program should be implemented, in part, in fiscal year 1960; and the 
sum of $22 million is recommended for this purpose. 

The sums recommended are discussed in detail under the appro- 
priate heading in this report. 


Forest PROTECTION AND UTILIZATION 


FOREST LAND MANAGEMENT 








RIOT, SOON anne be Pem ha aehew ane nnsoesRsawaansaee $87, 661, 400 


Ae, Eis 2-6. Das eas codec ean cee vies tess eanen 77, 815, 800 
Bupthetasuial eovismate 5 220 i id aS dk oh ee is eeus None 
iene MONON lk Sok nde dcecnsdnscdajussa cue) iasake None 
CREAR BORDER ODONAGS one oes entree sknddcnadebneneagnene 15, 000, 000 







The committee recommends an appropriation of $15 million for 
“Forest land management” for ac lemaeed ie projects proposed in 
the “Program for the National Forest” that are financed from this 
appropriation, 
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The funds recommended are for the following projects: 


Timber resources management: 
Sales administration and management 
Reforestation and stand improvement 
Recreation—public use 
Wildlife habitat management 
Range resource management: 
Management 
Revegetation 
Bravo Woremee Gi ic ciseslinciauas subi do cca cedsni gle 
Soil and water management 
Minerals claims, leases, and other land uses 
Land utilization projects 
Forest fire protection 


Structural improvements for fire and general purposes (construction 
and maintenane) 
Insect and disease control 


Appropriation, 1959 $16, 681, 400 
Appropriation, 1960 14, 026, 400 
Supplemental estimate None 
House allowance None 


4, 500, 000 

The committee recommends the allowance of $4,500,000 to imple- 
ment the various research programs included in the “ Program for the 
National Forests.” Of the sum recommended, $2 million is to 
strengthen forest research programs throughout the country. While 
no part of the funds have been allocated to specific projects, the 
committee directs the officials of the Forest Service to review the 
requests made to the House and Senate Committees on Appropria- 
tions for increases in various projects and allocate reasonable sums 
to those requests that are in accord with the projects included in 
the program. 

The balance of the recommendation—$2,500,000—is for the con- 
struction of research facilities at the following locations: 

Wenatchee, Wash.—Watershed management regional laboratory. 

Corvallis, Oreg.—Insects and diseases regional laboratory. 

Flagstaff, Arvz.—Office and laboratory, regional research center for 
forest range management. 

Boise, Idaho.—Range timber management regional laboratory. 

Bottineau, N. Dak.—Shelter belt planting regional laboratory. 

Stoneville, Miss —Hardwood regional research laboratory. 

Durham-Raleigh, N.C.—Insects and diseases regional laboratory. 

Warren, Pa.—Recreation and wildlife habitat regional laboratory. 

West Thornton, N.H.—Watershed regional laboratory. 


FOREST ROADS AND TRAILS 
Appropriation, 1959 
Appropriation, 1960 
Supplemental estimate 
House allowance 
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The committee recommends the allowance of $2 million for the con- 
struction and maintenance of forest roads and trails. The sum 
recommended will allow the Forest Service to proceed with a $30 
million obligation program which is authorized for fiscal year 1960. 
The Department’s estimate for the first year’s implementation of 
the program includes $11,600,000 for forest roads and trails. How- 
ever, the committee did not feel that the annual authorization con- 
tained in the Federal-Aid Highway Act of $30 million should be 
exceeded. It is the hope of the committee that the next Federal-Aid 
Highway Act will include adequate authorizations to proceed with the 
road program proposed in the ‘Program for the National Forests.” 


ACQUISITION oF LANDS 


SUPERIOR NATIONAL FOREST 


Aporondsation, -1060 2.2. cect jc kt cc cc ke ce ctcncecccccce ncn lll None 


Anprmmeion 2000. 23 Js... Foe CSL a SSE GG None 
Supplemental estimate... .... iss sc eawsws ceewa jest ios snsu deueeaccuvs None 
PN NN i ah al a a cine ols bck Raden de Meg A a None 
Giomeniiiee recommendation... . . ox enn nccanden cuescBaGsonnesn $500, 000 


The committee recommends the allowance of $500,000 for the 
acquisition of lands in the Superior National Forest. The Depart- 
ment’s first year’s implementation includes $1 million for this land 
acquisition program. The committee feels that the sum recommended 
is adequate for the purchase of the more critical remaining key tracts. 
In acquiring these lands priority should be given to those tracts 
where there is the greatest possibility of costs increasing immediately. 


ACCESS ROADS 


BERERRIION, LUD bs iw nont pager db dind<acediienadbeenecahann None 
ROO oo ot ato enou nae atone ie cunghasotens None 
Supplemental eatiniate os. oo. eS LOL OC a None 
Pieupesamiewaneess iis) on dius dus ce as ea ows None 
[JOIRSEELOS TORUIDINOROOIION 6... «= 53 ocicncgule dbname co nenelenduatea $5, 000, 000 


The committee recommends the allowance of an appropriation of 
$5 million, which is to remain available until expended, to permit the 
Forest Service to acquire non-Federal roads needed to provide access 
to national forest timber. The committee was advised by officials 
of the National Forest Service that due to the lack of access there 
exists a substantial amount—estimated to be 2 billion board feet of 
annual cut—of national forest timber that cannot be sold. It is 
estimated that under sustained yield management this timber will 
gross $19 million in revenues annually. Therefore, the committee 
recommends the allowance of this appropriation to enable reasonable 
and prompt solution to critical access problems where needed existing 
roads have not been made available to market federally owned timber. 

The appropriation is under the general authorization for the manage- 
ment of the national forests and is outside of the purview of title 23, 
United States Code. The roads to be acquired will be subject to 
joint use for the marketing of Federal and non-Federal timber; and 
the committee feels that a reasonable charge should be made for the 
hauling of timber from non-Federal lands over roads procured with 
these funds. 
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DEPARTMENT OF COMMERCE 
Business AND DEFENSE SERVICES ADMINISTRATION 
SALARIES AND EXPENSES 


Supplemental estimate (S. Doc. 43) ($200, 000) 
House allowance 1 


1 Not considered by the House, 


The committee recommends language, which will authorize the 
transfer of $200,000 from the Bureau of the Census, as requested in 
Senate Document No. 43, for the expenses of the Interagency Textile 
Committee, established in accordance with the President’s letter of 
May 18, 1959, to the Secretary of Commerce. The amount thus pro- 
vided will be for the collection of statistics and the preparation of 
economic analyses of the textile industry. These statistics and the 
industrial analyses, the committee was informed, are needed by the 
Secretary of Commerce in reporting and making recommendations on 
governmental policies and activities designed to assist the domestic 
textile industry. 

The budget request for the item was transmitted after House 
action on the supplemental appropriation bill for 1960. 


NATIONAL BurREAU OF STANDARDS 
PLANT AND FACILITIES 


Supplemental estimate (H. Doc. 169) 
House allowance 


The committee recommends an appropriation of $500,000, the 
amount of the budget request. The House bill provides nothing for 
this item. 

The need for these funds at this time is occasioned by the fact 
that radio interference between the Dulles International Airport 
under construction at Chantilly, Va., and the adjoining radio prop- 
agation research facility of the National Bureau of Standards will 
require relocation of the research facility prior to commissioning of 
the airport, scheduled for January 1961. These funds will provide 
for the acquisition of land and construction of buildings and facilities 
necessary to reestablish this station at an alternate site. 


DEPARTMENT OF DEFENSE—CIVIL FUNCTIONS 
CORPS OF ENGINEERS 
Rivers AND Harsors AND FLoop ContrRoL 


CONSTRUCTION, GENERAL 
1959 appropriation $608, 246, 500 
1960 appropriation (regular act) 1710, 034, 100 
Supplemental request None 
ouse allowance (?) 
Committee recommendation 200, 000 
1 This is the amount in the bill as passed the Senate, the House provided $658,800,100 and the bill is now 


in conference. 
4 Not considered. 
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In connection with the public works appropriation bill the com- 
mittee directed the Corps of Engineers to make a peaay of the bank 
erosion problem at the St. Joseph Indian School in the vicinity of 
Chamberlain, S. Dak., caused by the operation of the Fort Randall 
Dam and Reservoir, and report back to the committee at the earliest 
date the most feasible method of protecting this area, and the cost 
of such protective works. 

The St. Joseph Indian School has an enrollment of 309 boarding 
students. The Bureau of Indian Affairs finds that their cost per 
student at a boarding school averages $900 per student per year. It 
is apparent that this facility is saving the Treasury $278,100 per year 
which the Bureau of Indian Affairs would otherwise have to spend for 
the education of these Indian children in schools of the Bureau of 
Indian Affairs. 

In order to protect this facility having an estimated value of approxi- 
mately one and a half million dollars, the Corps of Engineers provided 
riprap protection to the bank in front of the buildings. The erosion 
is now outflanking the existing protective works. The destruction 
of the adjoining grounds can render the property as useless for school 
purposes as the destruction of the buildings. The relentless erosion 
of the adjoining property is assuming a degree of urgency and requires 
immediate corrective measures if the utility of the entire school 
facility is to be preserved. 

The committee has therefore recommended an appropriation of 
$200,000 to complete the riprap protection of the St. Tia h Indian 
School property located along the shore of the Fort Randall Reservoir. 


DEPARTMENT OF DEFENSE—MILITARY FUNCTIONS 





DEPARTMENT OF THE AIR FORCE 
AIRCRAFT PROCUREMENT 


The committee recommends an appropriation of $30 million for 
modernization of the Military Air Transport Service fleet including 
$5 million for the development of an advanced powerplant. The 
language included in the bill by the committee reads as follows: 


AIRCRAFT PROCUREMENT, AIR FORCE 


Solely for modernization of the Military Air Transport Serv- 
ice fleet including $5,000,000 for the development of an advanced 
PoRerat ae as the Secretary of the Air Force may determine to 


e necessary for the accomplishment of that purpose, $30,000,000, 
to remain available until expended. 


DISTRICT OF COLUMBIA 
SALARIES AND ExprEnses, METROPOLITAN Po.ice 


The committee has approved the request submitted in Senate 
Document 37 for $70,000 to pay the salaries, after October 1, of 16 
police private positions to be reassigned from parking enforcement 
motorcycle duty to foot patrol duty where they are required in the 
prevention and detection of crime. Twenty-six civilians will be ap- 
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pointed in the course of the year to replace the policemen previously 
assigned to the parking patrol work. Testimony presented to the 
committee indicated the Commissioners will make every effort to fill 


the civilian positions with qualified disabled veterans residing in the 
District of Columbia. 


SETTLEMENT OF CLAIMS AND SUITS 


The committee has approved the sum of $10,602, requested in sup- 
plemental estimate Senate Document 37 to pay the costs of nine 
claims in excess of $250 each and approved by the Commissioncrs of 
the District of Columbia pursuant to the act of February 11, 1929, 
as amended. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
Pustic HEALTH SERVICE 


ASSISTANCE TO STATES, GENERAL 
1959 appropriation 
1960 appropriation 
Supplemental estimate 
House allowance 
Committee recommendation 


! Not considered. 


The committee recommends the full budget estimate, presented to 
the Senate after passage of the bill by the House. 
These funds are to cover the fiscal year 1960 cost of the professional 


public health training grant program authorized by the Health 
Amendments Act of 1956 and extended by recent legislation for an 
additional 5 years to June 30, 1964. 

This allowance includes $2 million for approximately 650 trainee- 
ship awards covering the cost of stipends, tuition, and travel, and 
$26,000 additional for the administration of the program. 


COMMUNICABLE DISEASE ACTIVITIES 


1959 appropriation $6, 890, 000 
1960 appropriation 
Committee recommendation 100, 000 


The committee recommends $100,000 which is to be used for support 
of the program of the Arctic Health Research Center at Anchorage, 
Alaska, which is the only institution in the United States equipped to 
carry on biological research in problems of arctic areas. The Public 
Health Service had sought an additional $209,000 in its regular 1960 
budget estimate but the sum was disallowed by the Bureau of the 
Budget. 


GRANTS FOR WASTE TREATMENT WORKS CONSTRUCTION 


1959 appropriation 

1960 appropriation 
Supplemental estimate 
House allowance 
Committee recommendation 
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The committee recommends approval of,theffull budget estimate, 
allowed in its entirety by the House. 

The fiscal year 1958 appropriation, available under the terms 
of the Water Pollution Control Act for 2 years, in the amount of 
$45 million was allotted to the States on the basis of $50 million 
as provided by the language of the 1958 Appropriation Act. It 
was then anticipated that the $45 million would suffice to pay the 
Federal grant to each project approved within the availability of the 
funds. This additional amount is however required to cover all the 
projects submitted under the 1958 allotments. 

















HOSPITALS AND MEDICAL CARE 


Fe BRO nino nin tos ienksdek eee atau nsaesee ee $50, 624, 000 
Fe OR cc con enone nacbdebabenmadebncenandai 45, 600, 000 
IO OLD conning aman Ge pO anTEes » SE be mira ape nie 6, 089, 500 
FROG CEIOWUNOG. LZ 5. ck Joti od So Shidce lc cet cece ee Lit 1 

Commeitios socommondatiotisacs ccc caisnsccénccticstagdebiuuces 6, 089, 500 





























1 Not considered 


The committee recommends the full budget estimate, presented 
to the Senate after passage of the bill by the House. 

These funds are to cover the fiscal year 1960 cost of the professional 
nurse traineeship program authorized by the Health Amendments 
Act of 1956 initially for a 3-year period and extended by recent legis- 
lation for an additional 5 years to June 30, 1964. 

This allowance includes $6 million for traineeships for approximately 
1,800 nurses, and $89,500 additional for administration of the program. 


DEPARTMENT OF THE INTERIOR 
DEPARTMENTAL OFFICES 


Orrice or Ort anp Gas 






SALARIES AND EXPENSES 
Appropriation, 1900..25i. oon. so See SSB sss ies $360, 100 
AREA AeeR,; TOO... bo cc ois ap baddney these sa eesees ewe 390, 000 
Supplemental estimate (H. Doc. 169) 
House allowance 


The committee recommends concurrence in the House allowance 
of $90,000 for the salaries and expenses of the Office of Oil and Gas, a 
reduction of $10,000 in the supplemental estimate. 

The funds recommended are to finance the administration of the 


mandatory oil import control program and for the expenses of the 
Oil Import Appeals Board. 


OrFicE oF SALINE WATER 














SALARIES AND EXPENSES 
Approprintim; S000.66 2.3 Ss cece eS OR EOS SS $1, 182, 960 
I SE cinnenncidinbentctsinttiecentewdaaiia ian 1, 355, 000 
rE Anees- --. - - i. pandindadadsinbuSedusasta delete None 
I to con ean aembanmnbbiacatecouna Gna None 
Sey ONINNNN «oc condonccanesocarcenunpaesstennann 400, 000 


The committee recommends the allowance of an appropriation of 
$400,000 in order that the Office of Saline Water may proceed with an 







SUPPLEMENTAL APPROPRIATION BILL, 1960 17 


expanded program of basic and fundmental research on a number of 
poe that must be solved before economically feasible processes 
or saline water conversion can be developed. 


CONSTRUCTION 
Appropriation, 1959 

Appropriation, 1960 

Supplemental estimate (S. Doc. 37) 

House allowance 


1 Not considered. 


The committee recommends the allowance of an appropriation of 
$2,550,000 for the construction program of the Office of Saline Water. 
The sum recommended is an increase of $1 million over the supple- 
mental estimate. 

The funds recommended are for— 

1. Construction of the Freeport, Tex., saline water conversion 
plant, $1,500,000. 

2. Engineering and design of a brackish water conversion 
plant, $50,000. 

3. Acceleration of the construction of plants, $1 million. 

Public Law 85-883 authorized the construction of five demonstra- 
tion plants for the conversion of saline and brackish water. At this 
date the processes for three of the plants have been selected, and the 
site for one has been announced. The committee has been advised 
that the sites for the second and third plants will be announced 
shortly. It is the view of the committee that the increase of $1 
million is required to proceed with the engineering and design and 
construction of the authorized plants. 


Bureau or LAND MANAGEMENT 


MANAGEMENT OF LANDS AND RESOURCES 


Appropriation, 1959 $26,910,100 
Appropriation, 1960 24,627,000 
Supplemental estimate (H. Doc. 182) 525,000 
House allowance 425,000 


775,000 

The committee recommends the allowance of an appropriation of 
$775,000 for the management of lands and resources under the jurisdic- 
tion of the Bureau of Land Management. The funds recommended 
are for the following projects: 

Forestry (management of the Oregon and California revested railroad 
grant lands), $525,000.—House Document No. 182 included a supple- 
mental estimate of $525,000 to finance additional timber sales on these 
lands. The committee recommends the allowance of the full estimate, 
an increase of $100,000 over the House allowance. After the submis- 
sion of the budget for fiscal year 1960, which included $1,791,200 for 
this purpose, it was determined that the proposed cut of timber could 
be increased to 1 billion board feet—an increase of 163 million board 
feet over the cut planned in the budget. Funds in the amount of 
$100,000 were provided in the Second Supplemental Appropriation 
Act, 1959, to initiate this accelerated sales program, and a supple- 
mental estimate of $525,000 was submitted te Hetibe Document 182 to 
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continue the accelerated program in fiscal year 1960. Inasmuch as 
the sale of additional timber will return substantial receipts to the 
Treasury the committee feels that the full estimate should be allowed. 

Forestry (protection of Alaska lands), $250,000.—The committee 
recommends the allowance of $250,000 for additional fire protection 
on public domain lands in the State of Alaska. For fiscal year 1959, 
$637,000 was provided for this purpose. However, the President’s 
budget for fiscal year 1960 included only $387,900—a reduction of 
$249,100—for the protection of these lands. It is the view of the 
committee that this program should be continued at the 1959 level, 
and the sum of $250,000 is recommended for this purpose. 


Bureau oF INDIAN AFFAIRS 
EDUCATION AND WELFARE SERVICES 
Repneptetion, 2900 u22i 224360 addtipicbiasssn Wiesel $57, 759, 000 
Appropriation, 1960 58, 700, 000 


Supplemental estimate (S. Doc. 42)_....................------.. 2, 225, 000 
House allowance 1 
2, 225, 000 


1 Not considered. 


The committee recommends the allowance of the supplemental 
estimate of $2,225,000 for the education and welfare programs of the 
Bureau of Indian Affairs. The funds recommended are for the 
following purposes: 

Educational assistance, facilities, and services, $1,825,000.—These 
funds are required to meet the cost of educating Indian children in 


the public schools under contracts with the States and school districts 
under the provision of the Johnson-O’Malley Act. The Department 
of the Interior and Related Agencies Appropriation Act, 1960 (Public 
Law 85-60), includes $3,175,000 for these contracts. A recently 
completed review of the needs for this program indicates that $5 
million will be required in addition to the funds that are available 
under the Public Law 874 program (Federal impactment). There- 
fore, the committee recommends the allowance of the request of 
$1,825,000. 

Welfare and guidance services, $400,000.—The committee recom- 
mends the allowance of the request of $400,000 to meet welfare 
assistance for the natives of Alaska, resulting from the Secretary’s 
order limiting fishing in the Bristo!) Bay area. The curtailment of 
the fishing industry will substantially reduce the employment op- 

ortunities for the natives of the area which will result in ate 
increased welfare assistance demands. 


Bureau or RECLAMATION 


LOAN PROGRAM 


mnGorennen; 2008, oc ed UL aS kb i oe $14, 497, 000 

Appropriation, 1960 (pending) 1 6, 236, 500 

Supplemental estimate None 

House allowance None 

5, 147, 000 

1 As the Public Works Appropriation bill (H.R. 7509) passed the House of Representatives it included 
$7,237,000 for this program. As the bill passed the Senate it included $6,236,500. 
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The committee recommends the allowance of an appropriation of 
$5,147,000 for the loan program of the Bureau of Reclamation for the 
construction of distribution facilities and small projects under the 
provisions of Public Law 130, 84th Congress, and Public Law 984, 
84th Congress. 

The funds recommended are for the following loans: 

Chowchilla Water District, California $1, 723, 000 


Saucelito Irrigation District, California_...............--..----_. 3, 034, 000 
Jackson Valley Irrigation District, California 390, 000 


As the public works appropriation bill passed the House of Repre- 
sentatives it included $2,633,000 for the Ghowehilla district loan and 
$4,384,000 for the Saucelito district loan, these sums being the full 
requirement for each loan. However, as the bill passed the Senate 
it included only the tirst year’s requirement for each loan—$910,000 
for the Chowchilla district and $1,350,000 for the Saucelito district. 

After the public works bill had passed the Senate the committee 
was advised that contracts between these districts and the Bureau 
of Reclamation had been through the validation process of the courts 
of California based on the full requirement being available immedi- 
ately. Inasmuch as a new validation proceeding would require from 
2 to 4 months and considerable expense on the part of these districts, 
the committee feels that the full requirement for these two loans should 
be made available, and funds are recommended for this purpose. 

The balance of the sum recommended, $390,000 is for the first 
year’s requirement for a loan to the Jackson Valley Irrigation District 
for the construction of a project under the provisions of the Small 
Reclamation Projects Act (Public Law 984, 84th Cong.). The total 
amount of this loan, which has been approved, is $1,320,000. 


VirGin IsLANDS CORPORATION 
LOANS TO OPERATING FUND 


(Authority to borrow from the Treasury) 
Authority 1959 
Authority 1960 
Supplemental estimate (S. Doc. 42)_...........--.-..-.--------.. 1, 235, 000 
House allowance (! 


1, 235, 000 


1 Not considered. 


The committee recommends the inclusion of a provision authorizing 
the Virgin Islands Corporation to borrow not to exceed $1,235,000 
from the Treasury, pursuant to the provisions of the act of September 
2, 1958, for the construction of the saline water conversion facilities 
of a joint power-saline water conversion plant at St. Thomas in the 
Virgin Islands. 

In recommending the provision the committee has taken into 
consideration the critical water supply situation existing on the island 
of St. Thomas, which has prevented the expansion of the tourist 
industry on the island. 

The committee directs the Secretary to take advantage of the 
services of the “Process Selection Committee” he has appointed in 
connection with the demonstration plants program of the Office of 
Saline Water in the selection of the process to be used in this plant. 
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REVOLVING FUND 
Appropriation, 1850 32 -bincr ten + dish Hehe pn ae aes eee None 


RDOLOOMALION, L000. 0rd cantant-«~ shana acd tn die aclemente tas None 
Supplemental estimate (S. Doc. 42)........------.-------.------ $1, 240, 000 
Poowe GiloWane 3. bl. a i ee on ce cs Ge ie i 

Gomemithee recommendation ..o . 5 du oki wdc. Sessile le 1, 240, 000 


1 Not considered. 


The committee recommends the allowance of the supplemental 
estimate of $1,240,000 for the ‘Revolving Fund, Virgin Islands 
Corporation.’’ These funds are required to finance the construction 
of the power facilities of a joint power-saline water conversion plant 
at St. Thomas in the Virgin Islands. 

The power features of this plant, which will be interconnected with 
the existing power system of the Corporation, will provide from 2,500 
to 3,000 kilowatts that will help meet the power shortage that now 
exists on the island. 


THE JUDICIARY 


Supreme Court, MisceELLANEOUsS EXPENSES 





The committee has approved the language request submitted in 
Senate Document 37 to authorize the sum of $5,000 of the 1959 appro- 
priation to remain available in 1960 for the purchase of a portrait of 
the late Chief Justice Fred M. Vinson, pursuant to authority con- 
tained in Public Law 85-20, approved April 20, 1957. 


Customs Court 


SALARIES AND EXPENSES 





The committee has approved the request of $18,000, submitted in 
Senate Document 37, to cover the costs of preparing, printing and 
binding a supplement to the digest of decisions of the Customs Court. 
The main digest, contracted for in 1956 under a prior appropriation 
of $60,000, is presently under preparation and covers decisions handed 
down to 1956; the supplement will cover decisions of the last 4 years, 
thus bring the digest up to date. 


DEPARTMENT OF JUSTICE 
BurReEAv OF PRISONS 


SALARIES AND EXPENSES 






The committee approves the Department’s request for language to 
authorize the transfer of not to exceed $1,500,000 from the appro- 
riation “Operation and maintenance, Army” to the Bureau of 

risons, to operate the Lompoc, Calif., penal institution effective 
August 1, 1959, pursuant to agreement entered into July 22, 1959, 
and budget estimate submitted in House Document 169. Lompoc, 
with a capacity of 1,400, will afford immediate relief to the serious 
overcrowding in existing western institutions, will provide a much- 
needed reception and diagnostic center for commitments in that area, 
and will be particularly useful in the training and treatment required 
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of so-called close custody young offenders. Furthermore, the taking 
over of this facility will make unnecessary the construction of a planned 
west coast institution with a consequent savings of at least $15 


million. 
DEPARTMENT OF LABOR 
Bureau or Laspor Statistics 


SALARIES AND EXPENSES 
1959 appropriation 
1960 appropriation 
Supplemental estimate 
House allowance 
Committee recommendation 


1 Not considered. 


The committee recommends the full budget estimate, presented 
to the Senate after passage of the bill by the House. 

The funds here proposed will permit the Bureau to expand its work 
in the area of productivity estimates and wage statistics. An expan- 
sion of the price index program has already been included in the 1960 
regular bill. Improvements in these statistics will provide a sounder 
basis for the analysis of the interrelationship among prices, productiv- 
ity, and wages, and fill gaps in statistics used for a variety of public 
and private purposes. 

These funds will be used to expand information on fringe benefits 
and wages by occupations, communities, and industries. Statistics 
on productivity would be expanded to provide estimates of output 
per man-hour and labor and nonlabor unit costs for more industries. 

The committee directs that the surveys contemplated in this 
program be conducted not only in metropolitan but also in other 
industrial and business areas. 


LEGISLATIVE BRANCH 
SENATE 
FURNITURE 


The committee recommends an additional appropriation of $12,500 
for the fiscal year 1959 to enable the Sergeant at Arms to refurnish 
the rooms in the Senate Wing of the Capitol which have been 
reassigned. 

Inquiries AND INVESTIGATIONS 


The committee recommends an additional napeorrnnes of $450,000 


for “Inquiries and investigations” for the fiscal year 1959. 


MISCELLANEOUS ITEMS 


For ‘Miscellaneous items” the committee recommends an addi- 
tional appropriation of $222,500 for the fiscal year 1959. This amount 
is required to meet increased expenditures due to clerk hire, purchases 
of automatic equipment by Senators, and increased expenditures for 
telegrams and local and long-distance telephone calls. 
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Norts ATiLANtic TREATY PARLIAMENTARY CONFERENCE FOR 1959 


The committee recommends the inclusion of the following para- 
graph making provision for the North Atlantic Treaty Parliamentary 
Conference for 1959 to be held in Washington, D.C. 


NORTH ATLANTIC TREATY PARLIAMENTARY CONFERENCE FOR 
1959 





For salaries and expenses necessary for the annual meeting 
of the North Atlantic Treaty Parliamentary Conference for 1959 
to be held in Washington, District of Columbia, as author- 
azed by section 604 of the Mutual Security Act of 1959, 
$100,000, to be disbursed by the Secretary of the Senate, who 
hereby is authorized to advance to the chairman of the Senate 
delegation such sums unthin the appropriation as may be neces- 
sary to defray incidental expenses, sums so advanced to be ac- 
counted for in the same manner as provided by law for Senate 
committees. 

ADMINISTRATIVE PROVISIONS 


OFFICE OF THE SECRETARY 


The committee recommends the inclusion in the bill of the following 
paragraph affecting three positions in the Office of the Secretary: 


The Secretary of the Senate may hereafter fix the compensa- 
tion of the assistant parliamentarian, the legislative clerk, and 
the journal clerk at not to exceed $7,620 basic per annum each. 


CLERICAL ASSISTANTS TO SENATORS 


It is recommended by the committee that the following paragraph 
Le added to the bill: 


(a) The second proviso in the paragraph relating to the au- 
thority of Senators to rearrange the basic salaries of employees 
in their respective offices which appears in the Legislative Branch 
Appropriation Act, 1947, as amended (2 U.S.C. 60f) is 
amended to read as follows: “‘ Provided further, That no salary 
shall be fixed under this section at a basic rate of more than $5,100 
per annum, except that (1) the salary of one employee may be 
fized at a basic rate of not more than $8,040 per annum, (2) the 
salary of one employee may be fixed at a basic rate of not more 
than $8,460 per annum, and (8) the salary of one employee 
may be fixed at a basic rate of not more than $8 ,880 per annum’’. 

(b) Such paragraph is further amended by adding at the end 
thereof a new sentence as follows: 

““A Senator may establish such titles for positions in his 
office as he may desire to designate, by written notification to 
the disbursing office of the Senate.” 

(c) The first paragraph under the heading “‘ Administrative 
Provisions” in the appropriations for the Senate in the Legis- 


lative Branch Appropriation Act, 1957 (2 U.S.C. 60f-1) is 
repealed. 
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The foregoing language is included to authorize Senators to deter- 
mine and officially fix the titles of their employees. This removes 
the present restriction that these employees be officially listed as 
administrative assistant, clerk, or assistant clerk. 

Section (a) revises the provision of law limiting the compensation 
of Senators’ employees by eliminating reference to specific titles. 

Section (b) authorizes the fixing of titles. 

Section (c) repeals a provision of law which will be superseded by 
the language contained in section (a) to the same effect. 


POST OFFICE DEPARTMENT 
(Out of postal fund) 
TRANSPORTATION 


The committee recommends the allowance of the supplemental 
estimate contained in Senate Document 42 in the amount of $7,200,000 
for this appropriation. These funds will provide for the payment of 
increased rates of mail service pay beginning July 1, 1959, to western 
railroads as approved by the Interstate Commerce Commission orders 
on June 11, 1959. 


DEPARTMENT OF STATE 
EXTENSION AND REMODELING, STATE DEPARTMENT BUILDING 


The committee recommends the appropriation of $3,500,000 as 
compared to the House allowance of $2,500,000, the budget 
submission of $5 million, and the Department’s revised request of 
$4,569,000. The sum proposed, $3,500,000, together with the 
$343,000 which is held in reserve from prior appropriations totaling 
$49,220,000, will enable the Department to proceed with the comple- 
tion of the building, including essential furnishings, by early 1960 as 

lanned, and to take full advantage of current price levels. The 

epartment now occupies space in 29 buildings and, as indicated in 
testimony presented to the committee, savings of more than $2 million 
will be foaled in reduced rental and operating costs through early 
occupancy of the new facility. 


CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS 


The committee recommends the appropriation of an additional 
$3,000 to cover the increased costs of the Secretariat of the Inter- 
parliamentary Union. This sum, plus the $18,000 allowed in the 
regular 1960 appropriation bill, will provide a total U.S. contribution 
of $21,000 to this organization, composed of 60 nations. 


Missrons TO INTERNATIONAL ORGANIZATIONS 


The committee has approved the House recommendation of $27,000 
to cover the expenses of the U.S. participation in 1960 fiscal year in 
parliamentary conferences with Canada, as authorized by Public 
Law 86-42, approved June 11, 1959. 
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INTERNATIONAL BOUNDARY AND WATER Commission, UNITED STATES 
AND Mexico 






Operation and maintenance.—The committee has approved the full 
budget estimate of $500,000 for revetment and channel excavation 
work of the El Paso projects on the Rio Grande River. This sum is 
considered to afford essential flood protection to the area. 

Construction.—The committee has approved the full budget esti- 
mate of $450,000 for the replacement of the 38 wood-frame staff 
houses with 30 permanent masonry-type residences at the site of the 
Falcon Dam, and at an average cost per unit of $15,000. The House 
had allowed $125,000 for the replacement of about 10 of the old 
temporary houses, at an average cost of not to exceed $12,500 per unit. 
It was testified that piecemeal construction of the project would in- 
crease the estimated cost by 5 percent. In addition, construction of 
the entire project in fiscal year 1960 would permit a net annual savings 
of $22,000 in maintengnce costs. 


TREASURY DEPARTMENT 
OFFICE OF THE SECRETARY 


INVESTMENT IN INTER-AMERICAN DEVELOPMENT BANK 





The committee recommends the allowance of the supplemental 
estimate of $280 million for this appropriation. These funds are to 
finance the participation of the United States in the Inter-American 
Development Bank. Of the $280 million recommended, $230 million 
is for the purchase of capital stock in said bank and $50 million is for 
payment of the first installment of the subscription of the United 
States to the fund for special operations. 


Bureau or Accounts 


SALARIES AND EXPENSES 


For “Salaries and expenses, Bureau of Accounts,” the committee 
recommends a supplemental appropriation of $25,000, a reduction of 
$10,000 in the budget estimate of $35,000. The amount provided is 
to cover the cost of reimbursing the Federal Reserve banks for proc- 
essing an increased volume of depositary receipts. 













Coast GUARD 


OPERATING EXPENSES 





The committee recommends for this appropriation the allowance 
of the supplemental estimate of $800,000 contained in Senate Docu- 
ment 37. The amount recommended is to finance implementation of 
the registration and numbering provisions of the Federal Boating Act 
of 1958 (Public Law 85-911). This act requires, among other provi- 
sions, that boats powered by motors over 10 horsepower shall be num- 
bered, commencing April 1, 1960. Approximately 600,000 boats will 
be numbered in fiscal year 1960 and a reasonable fee for the certificate 
of number will be charged to recover costs of the numbering system. 
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JUDGMENTS AND AUTHORIZED CLAIMS 


The committee recommends that the amount in the bill for judg- 
ments and authorized claims be increased from $198,675 to $443,438 


to provide funds for the payment of claims and judgments submitted 
to Congress in Senate Document 42. 


59004°—59_ S. Rept., 86-1, vol. 471 
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Calendar No. 595 


86TH CONGRESS t SENATE REPoRT 
1st Session No. 598 





ATOMIC ENERGY COMMISSION APPROPRIATION 
BILL, 1960 


Jury 31, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of May 21, 1959 


Mr. Haypen, from the Committee on Appropriations, submitted 
the following 


REPORT 


[To accompany H.R. 8283] 


The Committee on Appropriations, to whom was referred the bill 
(H.R. 8283) making appropriations for the Atomic Energy Com- 
mission for the fiscal year ending June 30, 1960, and for other purposes, 
report the same to the Senate with various amendments and present 
herewith information relative to the changes made. 


Amount of bill as passed House__...........-.--- $2, 629, 114, 000 
Amount of increase by Senate__.......-.-------- 51, 300, 000 

Amount of bill as reported to Senate___._-_. 2, 680, 414, 000 
Amount of appropriations, 1959_.........-.-.---- 2, 647, 335, 000 


Amount of regular and supplemental estimates, 1960. 2, 687, 300, 000 
The bill as reported to the Senate: 
Under the estimates for 1960_............--. 6, 886, 000 
Over the appropriations for 1959_.........-.. 33, 079, 000 


84006 





THE AEC APPROPRIATION BILL, 1960 


GENERAL STATEMENT 


The amount of increase recommended by the committee of 
$51,300,000 consists of restorations for operating expenses totaling 
$34,300,000, restorations for plant acquisition and construction of 
$15,000,000, and the addition of $2 million for transfer to the National 
Science Foundation. 


Recommendations for the activities of the Commission are detailed 
in the following paragraphs: 


OPERATING EXPENSES 


1959 appropriation $2, 397, 406, 000 
Estimate, 1960: 

Original estimate (H. Doc. 15) 

Less reduction in H. Doc. 179 

—__—_—————_ 2, 417, 300, 000 
House allowance 2, 374, 114, 000 
Committee recommendation 2, 410, 414, 000 
(In addition, reappropriation of $133,100,000 was re- 
quested and is approved.) 


The committee recommends an appropriation of $2,408,414,000 
for “Operating expenses,” which is a reduction of $8,886,000 from the 
revised budget estimate of $2,417,300,000. In addition, the com- 
mittee recommends $2 million for transfer to the National Science 
Foundation, or a total amount of $2,410,414,000. 

The restorations recommended, in the amount of $34,300,000, are 
itemized in the following comparative table: 


Program Appropriation | Budget esti- House allow- | Restorations | Senate bili 
1959 mate, 1960 recommended 


Raw materials 

Special nuclear materials... 
eapons progr: 

Reactor development 

Physica] research 

Biology and medicine--_.-_- 

Training, education, and 
information 

Civilian applications of 
isotopes and nuclear ex- 
plosives 

Community 

Program direction and ad- 
ministration 

Security investigation --.. 


& 


8 885555 


earners 


sEssz 
$388 88 8 388228 


— 
w 
- 


SenB FF 
S228 35 


Selected resources 
Less revenues applied 


Total obligations_-.-- 
Adjustment for unobli 
gated balances 


AEC See 


require 

Added by Senate for trans- 
fer to National Science 
Foundation 


Total amount 
Senate bill 





THE AEC APPROPRIATION BILL, 1960 3 


The National Science Foundation is in the second year of a plan to 
provide partial assistance to universities in acquiring or constructing 
nuclear research reactors, and requested $2 million to permit support 
for a low-energy high-precision Van de Graaff nuclear accelerator. 
On this request, the House report on the independent offices appropria- 
tion bill stated: 


Last year funds for university nuclear research equipment 
were provided by the Atomic Energy Commission, and if 
they are deemed necessary in 1960 they should be provided 
in the same way. 


The conference report on that bill also states that funds are not 
included for that purpose. The committee believes that it is neces- 
sary to continue the program in order to supplement the Commission’s 
existing program of providing training reactors, and recommends 
adding $2 million with a provision for transfer of that amount to the 
National Science Foundation. 


RESTORATIONS FOR OPERATING EXPENSES 


Special nuclear materials—The committee recommends the restora- 
tion of $2 million in the special nuclear materials program. The 
committee agrees with the House that none of the reduction made in 
this program is applicable to the funds justified for the process 
development activity in the amount of $36,900,000. 

Reactor development.—The committee recommends the restoration 
of $10 million, to provide the full budget estimate of $407 ,400,000 for 
reactor development. After hearing detailed testimony as to the 
activities planned, the committee believes it is essential to provide 
such full amount in order to vigorously pursue both civilian and 
military reactor activities. 

Physical research.—The committee recommends the restoration of 
$8 million, to provide the amount of $151 million for physical research. 

The committee believes it is essential to avoid delay in assembling 
the scientific personnel and equipment required for the operation of 
the accelerators now nearing completion at Cambridge, Mass., and 
Princeton, N.J., and to assure full utilization of the existing accelera- 
tors at various universities. The committee agrees with the House 
that some reductions can be made in other off-site contracts through 
priority schedules. 

Training, education, and information.—Restoration of $200,000 is 
recommended for this program, to provide a total amount of 
$13,700,000, the level for fiscal year 1959. 

Civilian applications of isotopes and nuclear explosives.—Restora- 
tion of $5,100,000 is recommended by the committee for this pro- 
gram, to provide the full budget estimate of $14,100,000. The two 
activities involved, begun in 1959, are the isotope development pro- 
gram, in the amount of $6,100,000, and the plowshare program, in 
the amount of $8 million. The isotope development activity is for 
the application of isotopes to industrial processes, with widespread 
understanding by industry of the techniques being developed for 
industrial application. The plowshare activity is for determining the 
feasibility of using nuclear explosives for such peacetime purposes as 





4 THE AEC APPROPRIATION BILL, 1960 


excavation of harbors and canals, recovery of oil from deep-lying 
shale and tar sands, production of isotopes and generation of power. 
The committee believes it is important that these activities should 
go forward in the development of potential uses, although recogniz- 
ing that eventually industry should provide the major fund support. 

Selected resources.—Restoration of $9 million is recommended by 
the committee, to provide a total amount of $59 million for selected 
resources, which covers goods and services on order at the end of the 
fiscal year for delivery in subsequent years. The major item involved 
is $27,500,000 for contracting for space in test reactors, and the com- 
mittee is advised that, while plans for utilization of this amount have 
not been finalized, it is essential that the funds be available if the 
Commission is to contract for such space. 


PROCUREMENT OF MATERIALS FROM STOCKPILE INVENTORIES 


The committee expresses concern over the various plans thus far 
advanced toward orderly liquidation of the strategic and similar stock- 
piles of critical materials, including the Defense Production Act in- 
ventory. In this regard, the committee notes that the House com- 
mittee has directed in its report that procedures be established whereby 
fiscal year 1960 aluminum requirements for the Atomic Energy Com- 
mission would be furnished from the Defense Production Act inventory 
rather than being procured from industry. 

While in accord with the purpose of the House committee language, 
insofar as it reflects a desire on the part of the House to stimulate 
efforts to liquidate Government-owned holdings of metals and similar 
materials, the committee cannot concur in the House recommendation. 

As an indication of the complexities encountered in this area, the 
General Manager of the Atomic Energy Commission has pointed out 
that the Defense Production Act inventory of aluminum is in fairly 
basic form, i.e., pigs, ingots, or their equivalent, while— 


Atomic Energy Commission requirements for material in this 
pear form are ee minor, the bulk of (our) needs 
eing for finished, fabricated, or semifabricated shapes. 


The committee fears that any piecemeal approach toward the 
liquidation of stockpile and Defense Production Act inventory acqui- 
sitions could adversely affect domestic and world metals markets, and 
perhaps the national defense. 

Testimony before congressional committees by officials of the execu- 
tive branch indicates that substantive legislation concerning the 
pobre of Defense Production Act inventory disposals, along with 
iquidation of critical and related stockpile holdings, is presently 
under consideration by the executive branch. Consequently, the 
committee feels that the Atomic Energy Commission should take no 
action relative to the utilization of Government-owned aluminum 
until Congress has had an opportunity to consider this legislation. 

The committee expects the executive branch to submit legislation 
to accomplish these purposes to the Congress as soon as practicable. 
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PLANT ACQUISITION AND CONSTRUCTION 


1959 appropriation $249, 929, 000 
Estimate, 1960: 


Original estimate (H. Doc. 15) $102, 000, 000 
Budget amendment in H.Doc. 179 168, 000, 000 


270, 000, 000 
255, 000, 000 
270, 000, 000 

The committee recommends restoration of $15 million, to provide 
the full amount of the budget estimate of $270 million. The com- 
mittee is advised that, while there is also available an unobligated 
balance of $152,216,000, the amount of $128,711,000 is to cover proj- 
ects previously funded but not fully contracted for in 1959, and only 
$23,505,000 would be available for other projects in 1960. The com- 
mittee believes it is essential to provide the full amount, to avoid 
delaying the projects planned for 1960. 
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AMENDMENTS TO THE MUTUAL DEFENSE ASSISTANCE 
CONTROL ACT OF 1951 








Juty 31, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of July 30, 1959 






Mr. Kennepy, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany 8S. 1697] 









The Committee on Foreign Relations, having had under considera- 
tion the bill (S. 1697) to amend the Mutual Defense Assistance Control 
Act of 1951, reports S. 1697 favorably and recommends that it pass. 









1. PURPOSE OF THE BILL 






S. 1697 would amend the Mutual Defense Assistance Control Act 
of 1951 (the so-called Battle Act) to strengthen U.S. policy toward the 
Communist bloc and to encourage and help Soviet-dominated coun- 
tries to loosen their bonds by making it legally possible to furnish 
economic and financial assistance (not military aid) to any nation or 
area, except the Union of Soviet Socialist Republics and Communist- 
held areas of the Far East, whenever the President determines that 
such assistance is important to the security of the United States. 












2. BACKGROUND 






S. 1697 was introduced on April 15, 1959, by Senator Kennedy and 
Senator Aiken. It had been submitted to the Senate by the Acting 
nee State on April 7 and was referred to the Committee on 
Foreign Relations. 

The present bill is similar in intent to the so-called Kennedy 
amendment to the Battle Act which was contained in the proposed 
Mutual Security Act of 1958 as reported to the Senate by the Com- 
mittee on Foreign Relations and was rejected on June 5, 1958, by a 
vote of 43 yeas to 42 nays. 

The administration supported the Kennedy amendment last year 
until shortly before it was brought to a vote. During the debate, the 
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minority leader, Senator Knowland, stated that the administration 
favored a bill to amend the Battle Act separate from the mutual 
security bill. 

here are several differences, but not ones of substance, between 
S. 1697 and the Kennedy amendment of last year. S. 1697 amends 
section 102 of the Mutual Defense Assistance Control Act of 1951, 
to permit the President to assign responsibility for administering the 
act to the Secretary of State or such other officer as the President 
may designate. This is an administrative change recommended by 
the Department of State, and merely provides legal recognition of 
the existing situation. 

The definition of those nations which cannot be given economic and 
financial assistance under the act has been altered from “the Union 
of Soviet Socialist Republics, Communist China, and North Korea,” 
contained in the 1958 amendment to “the Union of Soviet Socialist 
Republics and Communist-held areas of the Far East” in S. 1697. 

Finally, S. 1697 authorizes the President to furnish economic and 
financial assistance to any area or nation except those categorically 
denied aid, as mentioned above, if he determines that such assistance 
‘is important to the security of the United States.” The 1958 amend- 
ment had stated three very broad criteria which would guide the 
President in his determination as to whether assistance to a nation 
would “strengthen the security of the United States.” 

In view of the extensive consideration given to this subject last 
year the committee considered S. 1697 in executive session on June 10, 
1959, and ordered the bill favorably reported. 
8. POLICY CONSIDERATIONS 
The Mutual Defense Assistance Control Act became law on October 
26, 1951. It has never been amended. While there had been con- 
siderable sentiment for such a law before 1951, the immediate stimulus 
for this legislation came from the Korean war and the circumstances 
surrounding it. At a time when the United States was engaged in 
military conflict with Communist countries, there was strong feeling 
canna trading between our allies and such countries in any items 
which might have a strategic value. 

The Battle Act was an important defensive measure intended to 
deny supplies to our military opponents. Since items shipped to any 
nation under the influence of the Soviet Union could eventually be 
of some military use to our opponents, the Battle Act made no 
distinction among the countries in the Communist bloc. 

Indeed, in 1951, the worst of the Stalinist period, this division of 
the world into two absolute categories—those nations under the 
domination of the Soviet Union and those not—may well have reflected 
the as situation. 

There have been a number of significant developments in the 
last 8 years, however, which have had a fragmenting effect upon the 
monolithic facade of the Communist bloc. Communist China has 
emerged as a significant power within the bloc. The explosion in 
Hungary in the fall of 1956, when the Soviet Union had to employ its 
military forces to put down a spontaneous popular rebellion against 
its rule, clearly demonstrated the ineffectiveness of Communist 
indoctrination among the people of Eastern Europe and manifested 
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a deep national resentment against alien rule. The hostility of the 
Polish people toward the Soviet Union which resulted in the Gomulka 
regime in 1956 was also a manifestation of fissures in the bloc. While, 
under Gomulka, Poland has followed a more independent course than 
other Eastern European countries, the regime is no less a Communist 
one. Moscow has apparently been unable to wipe out many features 
in Poland which it must find very annoying. 

On the basis of the history of the past 8 years, it is clear that there 
is not a sameness, a oneness about every Communist country. 
Popular feelings, national pride, economic considerations, geographic 
location, the la of ideological indoctrination, and the extent of 
contact with the West are some of the factors that differentiate the 
various Communist nations. 

Today, as in 1951, the Battle Act is still a necessary defensive 
measure to deny strategic items to the Communist bloc. In its present 
form, however, it unduly restricts the ability of the United States 
to take useful actions in the complex struggle with world communism. 
The Soviet Union has many problems in keeping the bloc together; 
but, at present it need not worry seriously that the United States 
will compound them by offering assistance to any nation wanting to 
loosen its bonds with Moscow. At a time when the West is vitally 
concerned about Soviet efforts to economically penetrate nations 
in the free world, the Battle Act, in its present form, deprives our 
foreign policy of this important economic weapon. 

The United States is spending large sums of money to make contact 
(indirectly) with the peoples of Eastern Europe by, for example, our 
oversea information program. However, the Government is legally 
unable (except for the limited avenue open to the President through 
his extraordinary powers under the Mutual Security Act of 1954) to 
employ economic assistance, a potentially fruitful means of influenc- 
ing developments within the Soviet bloc. 

As an argument against this amendment, it has been asserted that 
by granting assistance to a country governed by a Communist regime 
we shall only aid that regime and discourage the non-Communist 
population. This is a double-edged argument, for it is most probable 
that in certain circumstances, the absence of support from the free 
world in a nation’s attempt to loosen its bonds from Moscow would 
convince the people of the futility of the effort. Aid to Communist 
satellites in many circumstances is inappropriate, but it is a vital 
requisite of our foreign policy that the President be in a position to 
assist a nation in its efforts to gain political, economic, and social free- 
dom when such assistance is important to the security of the United 
States. As evidenced by the Hungarian rebellion of 1956, events can 
move rapidly in the Communist bloc, and the United States must be 
prepared to take appropriate action. 


4. WHAT THE BILL DOES 


_ This bill provides no money for assistance to any nation, nor does 
it direct or urge the President to provide aid to any nation. It simply 
makes a change in the Battle Act allowing the President to extend 
economic and financial assistance to certain Communist satellite 
nations if he deems it important to the national security. In no case 
does it allow the furnishing of military equipment. 
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Section 303 of the act is amended to provide, in subsection (a), 
that when the President determines that economic or financial assist- 
ance to any nation or area, except the Union of Soviet Socialist 
Republics and Communist-held areas of the Far East, is important 
to the security of the United States, the other provisions of the Battle 
Act shall not be a bar to such assistance. The amendment requires 
the President to report immediately any determination made pur- 
suant to this new subsection to appropriate committees of the Congress. 

New section 303(b) deals with the treatment to be accorded nations 
of the free world which trade with nations receiving economic or 
financial assistance from the United States pursuant to subsection 
303(a) discussed above. Under existing law all military, economic, 
or financial assistance to a free nation must be cut off if it makes 
shipments of items of strategic significance—other than arms, ammu- 
nition, implements of war, and atomic energy materials—to nations 
under the domination of the Soviet Union; provided that the Presi- 
dent can continue assistance to free nations under such circumstances 
if he determines that cessation of aid to such free nations would be 
detrimental to the security of the United States. New section 303(b) 
would permit the Administrator of the Battle Act to make a similar 
determination in the case of shipments by free nations of strategic 
items—other than arms, ammunitions, sntpieheane of war, and atomic 
energy materials—to any nation receiving economic or financial as- 
sistance pursuant to subsection (a). The committee expects that the 
Administrator will report to appropriate committees of Congress when 
he takes such action. 

The committee is, of course, aware of the fact that some assistance 
has been extended to Poland through the President’s use of his special 
authority under section 451 of the Mutual Security Act of 1954, as 
amended. However, the restrictions and limitations on the type of 
aid and the methods of providing it have hindered its most effective 
use. This amendment to the Battle Act would permit a rapid and 
flexible application of assistance, such as through Export-Import 
Bank loans or loans of local currency proceeds from sales of surplus 
agricultural commodities under Public Law 480, whenever an oppor- 
tune situation arose. It would also have a beneficial psychological 
effect on any nation which desires to gain more independence and 
freedom, for it would know that the US. Government was in a legal 
position to help out. 


5. COMMITTEE RECOMMENDATION 


The committee is fully aware of the importance of the policy change 
which underlies the proposed amendment to the Battle Act. It be- 
lieves that any risks involved in the enactment of this bill will be far 
outweighed by the opportunities it opens to assist Communist- 
dominated nations peacefully to gain greater independence of action. 
The committee urges the approval of the bill by the Senate. 
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Motvat Derense Assistance Controu Act or 1951, as AMENDED 
BY S. 1697 (Corpon Rute Print) 


AN ACT To provide for the control by the United States and cooperating foreign 
nations of exports to any nation or combination of nations threatening the 
security of the United States, including the Union of Soviet Socialist Republics 
and all countries under its domination, and for other purposes. 

Be it enacted by the Senate and House of Representatives of the United 

States of America in Congress assembled, That this Act may be cited 

as the ‘‘Mutual Defense Assistance Control Act of 1951.” 


TITLE I—WAR MATERIALS 


Src. 101. The Congress of the United States, recognizing that in a 
world threatened by aggression the United States can best preserve 
and maintain peace by developing maximum national strength and by 
utilizing all of its resources in cooperation with other free nations, 
hereby declares it to be the policy of the United States to apply an 
embargo on the shipments of, arms, ammunition, and implements of 
war, atomic energy materials, petroleum, transportation materials of 
strategic value, and items of primary strategic significance used in the 
production of arms, ammunition, and implements of war to any nation 
or combination of nations threatening the security of the United States, 
including the Union of Soviet Socialist Republics and all countries 
under its domination, in order to (1) increase the national strength of 
the United States and of the cooperating nations; (2) impede the 
ability of nations threatening the security of the United States to 
conduct military operations; and (3) to assist the people of the nations 
under the domination of foreign aggressors to reestablish their freedom. 

It is further declared to be the policy of the United States that no 
military, economic, or financial assistance shall be supplied to any 
nation unless it applies an embargo on such shipments to any nation 
or combination of nations threatening the security of the United 
States, including the Union of Soviet Socialist Republics and all 
countries under its domination. 

This Act shall be administered in such a way as to bring about the 
fullest support for any resolution of the General Assembly of the 
United Nations, supported by the United States, to prevent the ship- 
ment of certain commodities to areas under the control of governments 
engaged in hostilities in defiance of the United Nations. 

Sec. 102. [Responsibility for giving effect to the purposes of this 
Act shall be Vintad in the person occupying the senior position author- 
ized by subsection (e) of section 406 of the Mutual Defense Assistance 
Act of 1949, as amended, or in any person who may hereafter be 
charged with principal responsibility for the administration of the 
provisions of the Mutual Defense Assistance Act of 1949. Such person 
is hereinafter referred to as the “Administrator.” ] Responsibility for 
giving effect to the purposes of this Act shall be vested in the Secretary of 
State or such other officer as the President may designate, hereinafter 
referred to as the ‘Administrator’. 

Src. 103. (a) The Administrator is hereby authorized and directed 
to determine within thirty days after enactment of this Act after full 
and complete consideration of the views of the Departments of State, 
Defense, and Commerce; the Economic Cooperation Administration ; 
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and any other appropriate agencies, and notwithstanding the provi- 
sions of any other law, which items are, for the purpose of this Act, 
arms, ammunition, and implements of war, atomic energy materials, 
petroleum, transportation materials of strategic value, and those items 
of primary strategic significance used in the production of arms, am- 
munition, and implements of war which should be embargoed to 
effectuate the purposes of this Act: Provided, That such determina- 
tions shall be continuously adjusted to current conditions on the basis 
of investigation and consultation, and that all nations receiving United 
States military, economic, or financial assistance shall be kept informed 
of such determinations. 

(b) All military, economic, or financial assistance to any nation 
shall, upon the recommendation of the Administrator, be terminated 
forthwith if such nation after sixty days from the date of a determina- 
tion under section 103 (a) knowingly permits the shipment to any 
nation or combination of nations threatening the security of the 
United States, including the Union of Soviet Socialist Ropdblics and 
all countries under its domination, of any item which he has deter- 
mined under section 103 (a) after a full and complete investigation 
to be included in any of the following categories: Arms, ammuni- 
tion, and implements of war, atomic energy materials, petroleum, 
transportation materials of strategic value, and items of primary stra- 
tegic significance used in the production of arms, ammunition, and 
implements of war: Provided, That the President after receiving 
the advice of the Administrator and after taking into account the 
contribution of such country to the mutual security of the free world, 
the importance of such assistance to the security of the United States, 
the strategic importance of imports received from countries of the 
Soviet bloc, and the adequacy of such country’s controls over the ex- 
port to the Soviet block of items of strategic importance, may direct the 
continuance of such assistance to a country which permits shipments 
of items other than arms, ammunition, implements of war, and atomic 
energy materials when unusual circumstances indicate that the ces- 
sation of aid would clearly be detrimental to the security of the United 
States: Provided further, That the President shall immediately re- 
port any determination made pursuant to the first proviso of this 
section with reasons therefor to the Appropriations and Armed Serv- 
ices Committees of the Senate and of the House of Representatives, 
the Committee on Foreign Relations of the Senate, and the Committee 
on Foreign Affairs of the House of Representatives, and the Presi- 
dent shall at least once each quarter review all determinations made 
previously and shall report his conclusions to the foregoing commit- 
tees of the House and Senate, which reports shall contain an analysis 
of the trade with the Soviet bloc of countries for which determinations 
have been made. 

Sec. 104. Whenever military, economic, or financial assistance has 
been terminated as provided in this Act, such assistance can be re- 
sumed only upon determinition by the President that adequate 
measures have been taken by the nation concerned to assure full 
compliance with the provisions of this Act. 

Sec. 105. For the purpose of this Act the term “assistance” does 
not include activities carried on for the purpose of facilitating the 
procurement of materials in which the United States is deficient. 
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TITLE II—OTHER MATERIALS 


Sec. 201. The Congress of the United States further declares it to 
by the policy of the United States to regulate the export of commodi- 
ties other than those specified in title I of this Act to any nation or 
combination of nations threatening the security of the United States, 
including the Union of Soviet Socialist Republics and all countries 
under its domination, in order to strengthen the United States and 
other cooperating nations of the free world and to oppose and offset 
by nonmilitary action acts which threaten the security of the United 
States and the peace of the world. 

Sec. 202. The United States shall negotiate with any country re- 
ceiving military, economic, or financial assistance arrangements for 
the recipient country to undertake a program for controlling exports 
of items not subject to embargo under title I of this Act, but which in 
the judgment of the Administrator should be controlled to any nation 
or combination of nations threatening the security of the United 
States, including the Union of Soviet Socialist Republics and all coun- 
tries under its domination. 

Sec. 203. All military, economic, and financial assistance shall be 
terminated when the President determines that the recipient country 
(1) is not effectively cooperating with the United States pursuant 
to this title, or (2) is failing to furnish to the United States informa- 
tion sufficient for the President to determine that the recipient country 
is effectively cooperating with the United States. 


TITLE ITI—GENERAL PROVISIONS 


Sec. 301. All other nations (those not receiving United States mili- 
tary, economic, or financial assistance) shall be invited by the Presi- 
dent to cooperate jointly in a group or groups or on an individual 
basis in controlling the export of the commodities referred to in title 
I and title II of this Act to any nation or combination of nations 
threatening the security of the United States, including the Union 
of Soviet Socialist Republics and all countries under its domination. 
mp 302. The Administrator with regard to all titles of this Act 
shall— 

(a) coordinate those activities of the various United States 
departments and agencies which are concerned with security con- 
trols over exports from other countries; 

(b) make a continuing study of the administration of export 
control measures undertaken by foreign governments in accord- 
ance with the provisions of this Act, and shall report to the Con- 
gress from time to time but not less than once every six months 
recommending action where appropriate; and 

(c) make available technical advice and assistance on export 
control procedures to any nation desiring such cooperation. 

Sec. 303. [The provisions of subsection (a) of section 403, of sec- 
tion 404, and of subsections (c) and (d) of section 406 of the Mutual 
Defense Assistant Act of 1949 (Public Law 329, 81st Congress) as 
amended, insofar as they are consistent with this Act, shall be ap- 
plicable to this Act. Funds made available for the Mutual Defense 
Assistance Act of 1949, as amended, shall be available for carrying 
out this Act in such amounts as the President shall direct.] (a) This 
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Act shall not be deemed to prohibit furnishing economic and financial 
assistance to any nation or area, except the Union of Soviet Socialist 
Republics and Communist-held areas of the Far East, whenever the 
President determines that such assistance is important to the security 
of the United States: Provided, That, after termination of assistance 
to any nation as provided in sections 103(b) and 203 of this Act, as- 
sistance shall be resumed to such nation only in accordance with section 
104 of this Act. The President shall immediately report any determina- 
tion made pursuant to this subsection with reasons therefor to the Com- 
mittees on Foreign Relations, Appropriations, and Armed Services of 
the Senate and the Speaker of the House of Representatives. 

(6) The Administrator may, notwithstanding the requirements of the 
first proviso of section 103(b) of this Act, direct the continuance of as- 
sistance to a country which knowingly permits shipments of items other 
than arms, ammunition, implements of war, and atomic energy materials 
to any nation or area receiving economic or financial assistance pursuant 
to a determination made under section 803(a) of this Act. 

Src. 304. In every recipient country where local currency is made 
available for local currency expenses of the United States in connec- 
tion with assistance furnished by the United States, the local currency 
administrative and operating expenses incurred in the administration 
of this Act shall be charged to such local currency funds to the extent 
available, 

Src. 305. Subsection (d) of section 117 of the Foreign Assistance 
Act of 1948 (Public Law 472, Eightieth Congress), as amended, and 
subsection (a) of section 1302 of the Third Supplemental Appropria- 
tion Act, 1951 (Public Law 45, 82d Congress), are repealed. 





APPENDIXES 


APPENDIX I 


LetreR From DEPARTMENT OF STATE RECOMMENDING A BILL 
(S. 1697) 


DEPARTMENT OF STATE, 
Washington, April 6, 1959. 
The Vice PRESIDENT, 
U.S. Senate. 


Dear Mr. Vice Presipent: The enclosed draft bill to amend the 
Mutual Defense Assistance Control Act of 1951 is submitted to carry 
out the recommendation of the President in his budget message of 
December 22, 1958, for legislation “to revise requirements on eligi- 
bility of countries for aid and thus provide the necessary additional 
flexibility to help nations that are resisting Soviet domination.” The 
Mutual Defense Assistance Control Act generally prohibits the fur- 
nishing by the U.S. Government of military, economic, or financial 
assistance to nations which knowingly permit the shipment of stra- 
tegic materials to any nation or combination of nations penaans 
the security of the United States, including the Soviet Union and 
countries under its domination. 

The bill would change the Mutual Defense Assistance Control Act 
of 1951 in two respects. First, it makes a technical change in the 
administrative provisions of the act to conform to the existing situa- 
tion resulting from legislation and Executive orders since 1951. 

Second, it amends section 303 of the act to permit greater flexibility 
in providing economic and financial assistance to nations or areas 
other than the Soviet Union and Communist-held areas of the Far 
East. The amendment of this section of the act contains the sub- 
stance of the amendment to the mutual security bill reported by the 
Senate Committee on Foreign Relations during the 2d session of the 
85th Congress. It would permit, when determined by the President 
that it is important to the national security, the furnishing to certain 
countries of types of economic and financial assistance which cannot 
now be furnished, such as Export-Import Bank loans and loans of 
local currency accruing to the United States from the sale of surplus 

icultural commodities. Such flexibility is desirable in the conduct 
of the foreign relations of the United States, since it will enable the 
U.S. Government to act more effectively and economically when eco- 
nomic or financial assistance to such nations is in the national interest. 

Sincerely yours, 
CurisTiAN Herter, Acting Secretary. 

Enclosures: (1) Draft bill; (2) section-by-section analysis. 
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A BILL To amend the Mutual Defense Assistance Control Act of 1951 






Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 102 of title I of 
the Mutual Defense Assistance Control Act of 1951 (22 U.S.C. 1611a) 
is amended to read as follows: 

“Sec. 102. Responsibility for giving effect to the purposes of this 
Act shall be vested in the Secretary of State or such other officer as 
the President may designate, hereinafter referred to as the ‘Adminis- 
trator.’ ” 

Sec. 2. Section 303 of title III of the Mutual Defense Assistance 
Control Act of 1951 (22 U.S.C. 1613b) is amended to read as follows; 

“Sec. 303. (a) This Act shall not be deemed to prohibit furnishing 
economic and financial assistance to any nation or area, except the 
Union of Soviet Socialist Republics and Communist-held areas of the 
Far East, whenever the President determines that such assistance is 
important to the security of the United States: Provided, That, after 
termination of assistance to any nation as provided in sections 103(b) 
and 203 of this Act, assistance shall be resumed to such nation only 
in accordance with section 104 of this Act. The President shall im- 
mediately report any determination made pursuant to this subsection 
with reasons therefor to the Committees on Foreign Relations, Appro- 

riations, and Armed Services of the Senate and the Speaker of the 
ouse of Representatives. 

“(b) The Administrator may, notwithstanding the requirements of 
the first proviso of section 103(b) of this Act, direct the continuance 
of assistance to a country which knowingly permits shipments of 
items other than arms, ammunition, implements of war, and atomic 
energy materials to any nation or area receiving economic or financial 


assistance pursuant to a determination made under section 303(a) of 
this Act.” 


SECTION-BY-SECTION ANALYSIS OF PROPOSED AMENDMENTS TO THE 
MUTUAL DEFENSE ASSISTANCE CONTROL ACT OF 1951 






Section 1 


Section 102 of the act is amended by deleting the obsolete references 
to the Administrator of the Mutual Defense Assistance Act of 1949, 
as amended, which was specifically repealed by the Mutual Sonam 
Act of 1954, and by providing that the Administrator of the act sh 
be either the Secretary of State, as is presently the case, or such other 
officer as the President may designate. The reference to such other 
officer as the President may designate is included in order to avoid 
the need to amend the act in case it is determined that an officer other 
than the Secretary of State should be the Administrator of the act. 


Section 2 


The present language of section 303 consists of obsolete provisions 
for financing the administration of the act out of appropriations for 
the Mutual Defense Assistance Act of 1949, as amended, which was 
specifically repealed by the Mutual Security Act of 1954. Section 410 
of the Mutual Security Act of 1954, as amended, presently authorizes 
appropriations for the administration of the act. 
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In place of the present obsolete language of section 303, new lan- 
guage is substituted which contains the substance of the amendment 
recommended by the Senate Committee on Foreign Relations during 
the 2d session of the 85th Congress to the mutual security bill. Section 
303(a) permits the furnishing of economic and financial, but not mili- 

, assistance to any nation or area, other than the Soviet Union 
po Communist-held areas of the Far East, which exports category A 
items (arms, ammunition, implements of war, atomic energy materials) 
contrary to section 103(b), or which exports category B items (items 
of primary strategic significance used in the production of arms, am- 
munition, and implements of war) to the Sino-Soviet bloc, upon the 
President’s determination that such assistance is important to the 
security of the United States. In addition, section 303(a) permits the 
furnishing of such assistance to a country which is neither effectively 
cooperating with, nor furnishing sufficient information to, the United 
States as required by section 203. A proviso is included, however, 
which has the effect of prohibiting the use of the authority in section 
303(a) to resume economic or financial assistance to a nation to which 
assistance has been terminated under either section 103(b) or section 
203, and permits resumption of assistance to such a nation only upon 
a determination under section 104 that the nation has taken adequate 
measures to assure full compliance with the act. A report of each 
determination under section 303(a) is to be made to the three appro- 
priate committees of the Senate and the Speaker of the House for the 
three appropriate committees of the House. Section 303(a) would 
permit economic assistance through the use of any amount of mutual 
security funds, without regard to the present $30 million ceiling on 
assistance to any nation for which the act must be waived, and would 
also permit assistance through the use of funds of the Export-Import 
Bank, as well as local currencies accruing to the United States under 
Public Law 480 sales of surplus agricultural commodities. 

Section 303(b) provides that the Administrator of the act, instead 
of the President, may direct the continuance of assistance to a recipient 
country if it knowingly permits the shipment of category B items to a 
nation or area receiving assistance pursuant to a determination under 
section 303(a). Since the President’s determination constitutes the 
basic finding, the Administrator of the act may appropriately take the 
action authorized by section 303(b) in accordance with, mee in imple- 
mentation of, the President’s determination. 


APPENDIX II 


Excerpts From THE 1958 Revision or East-West TRADE ConTROLS 


Mutual Defense Assistance Control Act of 1951—12th Report to 
Congress, April 20, 1959 


THE INTERNATIONAL LIST REVIEW 


Review of U.S. economic defense policy 

During the period covered in this report, the United States con- 
ducted an extensive and careful study of all items under international 
security export control to the Sino-Soviet bloc. Related problems 
were also examined. This review preceded an expected meeting of 
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the Coordinating Committee (COCOM) in Paris, which was subse- 
quently convened for the same purpose. 

There was general recognition by the United States and the other 
14 nations participating in the multilateral trade control system! that 
the Soviet bloc had made considerable industrial, scientific, and 
technical progress since the last major revision of the program in 
1954.2. The awareness of this progress, which had reduced the relative 
strategic significance of some items under control and had raised the 
strategic importance of others, prompted the decision by the United 
States to reexamine and reappraise the cooperative trade control 
concepts and operations. In accordance with the regular practice, 
through the established mechanism of the National Security Council, 
the Council on Foreign Economic Policy, and the Economic Defense 
Advisory Committee (EDAC), the U.S. Government reexamined the 
international security controls in all of their aspects throughout 1957, 

The opinion prevailed from the outset that the renovation of the 
control system, in the light of new conditions, would involve both 
removals from, and additions to, the International Lists. The 
preservation of free-world unity and the maintenance of an effective 
multilateral security trade control program, were the dominant 
principles that guided the United States in the detailed and technical 
review of its economic defense policy. 

The careful and systematic study conducted by EDAC, which 
coordinates interagency activities in the field of international security 
export controls, concluded that so long as the bloc’s objectives 
remained unchanged and tensions between the free world and the 
bloc were still acute, there should be no significant changes in the 
security trade control concepts which had been in effect for several 
years. EDAC recognized, however, that honest differences of 
opinion existed among various participating countries with respect 
to the composition of lists necessary to achieve the mutually agreed 
strategic objectives. Differing appraisals of technological progress 
in the bloc gave rise to certain problems in this area. EDAC believed, 
therefore, that the multilateral program should be adjusted in a 
manner which would meet changing security demands with minimum 
disruption of the economies of the countries concerned. 

The EDAC review firmly established the desirability of reexaminin 
the International Lists, the criteria used in deciding which items shoul 
be included on the lists, and the procedures necessary to continue the 
effectiveness of these lists. In December 1957 the United States 
informally suggested that COCOM consider these matters. 


COCOM negotiations in Paris 


Several member governments, including the United States, sub- 
mitted recommendations to COCOM early in 1958 for a general re- 
examination of strategic controls for the purpose of making them 
























































1 The 15 nations are Belgium, Canada, Denmark, the Federal Republic of Germany, France, Greece, 
pely. Fane. Luxembourg, the Netherlands, Norway, Portugal, Turkey, the United Kingdom, and the 
ni tates. 

The aatagie trade controls of these countries are adjusted and coordinated by the Coordinating Com- 
mittee (COCOM) and its parent organization, the Consultative Group (CG), which meet in Paris. The 
structure and functions of the Paris organization were described in the Ninth Battle Act Report: “The 
Strategic Trade Contro} System, 1948-1956,"’ especially pp. 17-20. 

2 See the Fifth Battle Act Report, “‘The Revision of Strategic Trade Controls.” 

3 Prior to the 1958 revision there were three International Lists of controlled items—List I (embargo), 
List II (quantitative or quota control), and List III (surveillance). ‘The 1954 revision reduced the items on 
List I from about 260 to about 170; List Il from some 90 to approximately 20; and List III from about 100 
to roughly 60. Only minor alterations were made in the International Lists between 1954 and the 
major revision in 1958. 
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more effective. In certain instances governments presented detailed 
proposals concerning the review. COCOM< agreed in February that 
the review would be undertaken; it was also agreed that no decision 
would become final until the Consultative Group (CG) had examined 
the results. 

On March 24 COCOM began its detailed and exhaustive review of 
203 items. The complicated technical discussions extended over a 
period of more than 3 months. The statements made by the COCOM 
delegates affirmed their sincere desire to contribute to the resolution 
of the many complex problems that confronted the Committee. The 
common aim of all parties to seek a solution of problems through a 
tolerant and amicable approach was accompanied by a firm intention 
to exert every effort to strengthen the security of the free world. 

COCOM was assisted by technicians from all the participating 
countries. These specialists advised the delegations and engaged in 
many informal technical discussions on such matters as the capabilities 
and requirements of the Sino-Soviet bloc for specific items, and their 
technical characteristics and military uses. 


The Consultative Group meeting 


A certain number of items remained unresolved at the conslusion of 
the COCOM review. In accordance with the procedure accepted at 
the commencement of the review, the CG, composed of representatives 
at the ministerial level, was convened to resolve these items and to 
approve the lists in their final form. The CG met in Paris on July 
18-19, and succeeded in reconciling most of the unsettled items. The 
others were referred back to COCOM with instructions as to their 
resolution. 

The net effect of the list review was to narrow the coverage of the 
international embargo list (IL-I), both through a net reduction in the 
number of items covered and through a narrowing of the definitions of 
many other items. Many items were deleted entirely; others were 
added; and a number of categories were combined. 


The watch list 


During the CG meeting it was agreed that International Lists IT and 
III (quantitative and surveillance control items) would be abolished, 
and a new system of secondary control in the form of a watch list would 
be established. This watch list consists largely of items formerly on 
International List I (embargo) which, in the opinion of COCOM, are 
of sufficient importance that their export to the bloc should be main- 
tained under surveillance. 


U.S. appraisal of the list revision 

The United States regarded the COCOM and CG meetings as a 
mutual effort to reshape the multilateral export control system in such 
a way that it would insure the continued and full support of all the 
participating countries, and at the same time meet the security re- 
quirements of the free world. In this objective the meetings succeeded. 
U.S. export controls 

Following the agreements concluded in Paris, intensive consulta- 
tions took place within the U.S. Government to determine the changes 
which would be made in the U.S. Export Control Lists of the De- 
partment of Commerce and in the Mutual Defense Assistance Con- 
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trol Act (Battle Act) Lists, administered by the Department of State. 
Timing his announcement to coincide with those made in the other 
COCOM capitals, Secretary of Commerce Weeks announced on 
August 14 that “significant changes” were being made in U.S. export 
controls.‘ ‘These changes,’ he said, ‘‘will lead to a net reduction of 
U.S. controls. There will also be additions to the list of controlled 
commodities as a result of free world scientific and technological 
progress.”” 

Mr. Weeks pointed out that the agreements concluded at the CG 
meeting were recommendations to the participating countries for 
minimum levels of control and that decisions as to the level of U.S. 
controls would take additional time. It was explained that a revised 
list of controlled items would be issued in a few months,’ following a 
review by the Government agencies concerned, and that the list would 
continue to be larger than the International Lists. Mr. Weeks empha- 
sized that the U.S. export control policy of preventing the shipment 
of goods which would augment the Sino-Soviet military buildup would 
continue. The total embargo on U.S. trade with Communist China, 
North Korea, and North Vietnam would remain unchanged. The 
relaxations in existing licensing policy applicable to European Soviet- 
bloc destinations did not change the requirement for prior approval of 
all proposed exports to those destinations regardless of whether the 
commodities are on the Positive List or not, except for such com- 
modities specifically under general license. 


Revision in the Battle Act lists 


On September 3 the Department of State announced the revisions 
in the Battle Act lists which had become effective on August 15. 
Some new items (military infrared equipment and specialized com- 
ponents, and certain munitions components and materials) embodying 
recent technological and scientific advances, and whose strategic 
significance had increased since the 1954 revision, were added. Other 
items were deleted because of a corresponding decrease in their stra- 
tegic importance. Some of the items were redefined. The revised 
unclassified Title I, Category A Battle Act List of embargoed items, 
consisting of arms, ammunition, implements of war, and atomic 
energy materials, is printed on pages 12-15 of this report. [See below.] 
A generalized description of the category B portion of the new embargo 
list appears on pages 15-17. [See below.] 

‘See Department of Commerce _ release dated Aug. 14, 1958. 

On Nov. 7, the Department of Commerce announced an easing of U.S. controls to friendly countries 
over a substantial number of commodities which formerly required individual export licenses. Over 250 
items were removed from the new Positive List, which went into effect on Nov.10, leaving more than 700 


others, including 80 new items, still subject to individual export licensing control. For details, see Depart- 


—— Commerce press release dated Nov. 7, 1958, and its Current Export Bulletin No. 806, dated Nov. 
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BATTLE ACT TITLE I LIST—CATEGORY aA! 


100-199 Series: Arms, Ammunition, and Implements of War 


Item No. Description 
101 Small arms and machine guns, as follows: 

(a) Rifles, carbines, revolvers, pistols, machine pistols, and machine 
guns designed specifically for military use; 

(b) All specifically designed components and parts therefor. 

102 Artillery, as follows: 

(a) Guns, howitzers, cannon, mortars, tank destroyers, rocket launch- 
ers, military flame throwers, recoilless rifles; 

(b) All specifically designed components and parts for the foregoing. 

103 Ammunition, and all specifically designed components and parts thereof, 
for the weapons enumerated under items 101 and 102. 
104 Bombs, torpedoes, rockets, and missiles guided or unguided, as follows: 

(a) Bombs, torpedoes, grenades (including smoke grenades), smoke 
canisters, rockets, mines, missiles guided or unguided, depth 
charges, fire bombs, incendiary bombs; and all specifically de- 
signed components and parts therefor; 

(b) Apparatus and devices s cifically designed for the handling, con- 
trol, activation, launching, laying, sweeping, discharging, deto- 
nation or detection of items enumerated in subitem (a); and all 
specifically designed components and parts therefor; 

(c) Military fuel thickeners, including but not limited to: compounds 
(e.g., octal) or mixtures of such compounds (e.g., napalm) specifi- 
cally formulated for the purpose of producing materials which, 
when added to petroleum products, provide a gel-type incendi- 
—- material for use in bombs, projectiles, flame throwers or 
other implements of war. 

105 Fire control equipment and range finders, as follows: 

(a) Fire control, gun laying, night sighting, missile tracking, and 
guidance equipment; 

(b) Range, position, and height finders, and spotting instruments 


meen designed for military purposes; 
e 


(c) Aiming vices, electronic, gyroscopic, acoustic, and optical, 
specially designed for military purposes; 
(d) Bomb sights, bombing computers, gun sights, and periscopes 
specially designed for military purposes; 
(e) Television sighting units specially designed for military purposes, 
and inertial platforms; 
(f) Components, parts, accessories, and attachments specifically 
designed for the articles enumerated in subitems (a), (b), (c), 
(d), and (e) above. 
106 Tanks, and vehicles specially designed for military purposes, as follows: 
(a) Tanks and self-propelled guns; 
(b) Military type armed or armored vehicles, and vehicles fitted with 
mountings for arms; 
Armored railway trains; 
Military half tracks; 
Military type recovery vehicles; 
Gun carriers and tractors specially designed for towing artillery; 
Trailers specificall delaned to carry ammunition; 
Amphibious and eep water fording military vehicles; 
Military mobile repair shops specifically designed to serve military 
equipment; 
(j) All other specially designed military vehicles; 
(k) All specifically designed components and parts for the foregoing. 
107 Laman agents, as follows: 
(a) Biological, chemical, and radioactive materials adapted for use 
in war to produce casualties in men or animals. or to damage 


crops; 
(b) Equipment specifically designed and intended for the dissemina- 
tion of the materials described in subitem (a); 


eee 

! This list was in effect on Jan. 1, 1959, and reflected certain changes made subsequent to the Aug. 15, 1958, 
revision. In some cases, these changes resulted in the deletion of items from the atomic energy material 
listing under category A and the incorporation of these items in the classified Title 1, Category B List, a 
generalized description of which is presented in the following section. 


59004°—59 8. Rept., 86-1, vol. 4 73 
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100-199 Series: Arms, Ammunition, and Implements of War—Continued 


Item No. Description 
107 Toxicological agents, as follows—Continued 

(c) Tactechent specifically designed and intended for defense against 
the materials described in subitem (a), and for their detection 
and identification; 

(d) Components and parts specially designed for the items listed in 
(b) and (c) above 

(Nore: Subitem (c) above does not include masks used for pro- 
tection against specific industrial hazards, such as fumes or powders 
in mining. quarrying, and chemical plants, and gas masks designed 
for civilian use.) 

Powders, explosives and propellants, as follows: 

(a) Powders and liquid or solid propellants for the articles enumer- 
ated in items Nos. 103, 104, and 107; 

(b) Military high explosives; 

(c) Chemical base high energy solid or liquid fuels specially formulated 
for military purposes. 

(Note: Subitems (a) and (b) above will not be considered to cover 
exports in reasonable quantities of propellants and explosives normally 
used for civilian or industrial purposes or made up into cartridges or 
charges of an exclusively civilian or industrial nature.) 

Vessels of war, and special naval equipment, as follows: 

(a) Combatant vessels or vessels designed for offensive or defensive 
action (surface or underwater) ; 

(b) (1) Diesel engines of 1,500 h.p. and over with rotary speed of 700 

r.p.m. or over specially designed for submarines; 

(2) Electric motors specially designed for submarines, i.e., over 
1,000 h.p. quick reversing type, liquid cooled and totally 
enclosed; 

(c) Magnetic, pressure, and acoustic underwater detection devices 
specially designed for military purposes; controls and compo- 
nents thereof; 

(d) Submarine and torpedo nets; 

(e) Components, parts, accessories, and attachments for the foregoing, 
such as turrets, naval gun mounts, submarine batteries, and 
catapults. 

Aircraft and helicopters, of the piloted or pilotless types and aero-engines 
and aircraft equipment, associated equipment, and components, spe 
cially designed for military purposes as set out below: 

(a) Combat aircraft and other aircraft specially designed for military 
purposes, including military reconnaissance, assault, military 
training and logistic support, and all aircraft having = 
structural features such as multiple hatches, special doors, 
ramps, reinforced floors and the like, for transporting and air- 
dropping troops, military equipment and supplies; aero-engines 
specially designed or adapted for use with such aircraft; and 
component parts thereof; 

(b) Airborne equipment, including airborne refuelling equipment, 
specially designed for use with the aircraft and the engines of 
the types of aircraft covered by subitem (a) and component 
parts thereof; 

(c) Nonexpansive balloons in excess of 3,000 cubic feet capacity. 

Electronic equipment specially designed for military use; and components 
and parts therefor. 

Military infrared equipment and specialized components therefor, n.e.s. 

Munitions components and materials, as follows: 

(a) Brass and bronze fabrications for primer anvils, fabrications for 
bullet cups (gilding metal clad steel), cartridge link, primer cap, 
shell rotating band; 

(b) Copper rotating bands for shells, and other copper munitions 
components; 

(c) Gilding metal clad steel; 

(d) Rough steel forgings, steel and alloy castings for guns and for 
arms. 
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200-299 Series: Atomic Energy Materials 


Item No. Description 
201 Source (fertile), and fissionable materials, as follows: 

(a) Natural uranium, unwrought or wrought, including alloys and 
compounds of natural uranium, having a uranium content 
exceeding 0.05 percent, not elsewhere specified, excepting 
medicinals; 

(b) Uranium 233, alloys containing uranium 233, and compounds of 
uranium 233; 

(c) Uranium enriched in the isotope 235, alloys containing uranium 
enriched in the isotope 235, and compounds of uranium enriched 
in the isotope 235; 

(d) Irradiated uranium, containing plutonium; 

(e) Plutonium, alloys containing plutonium, and compounds contain- 
ing plutonium; 

(f) Thorium, unwrought or wrought, and alloys and compounds con- 
taining thorium, not elsewhere s ecified, excluding alloys con- 
taining less than 1.5 percent of thorium by weight, and except 
medicinals; 

(g) Irradiated thorium containing uranium 233. 

Equipment specifically designed for the separation of isotopes of uranium 
and/or lithium. 

Ion separators, electromagnetic, including mass spectrographs and mass 
spectrometers, with analyzer assemblies capable of handling uranium 
hexafluoride (UF 6), and solid source mass spectrometers or mass 
spectrographs, of high sensitivity. 

Positive ion sources suitable for use in mass spectrographs and mass 
spectrometers and capable of handling uranium hexafluoride (UF 6). 

Nuclear reactors. 


BATTLE ACT TITLE I LIST—CATEGORY B 


The following is a generalized description of the category B portion 


of the title I embargo list, as of January 1, 1959: 


Metalworking machinery 


Spar millers; machinery for making airplane components. 

Larger sizes or more advanced or specialized types of the following: 
jig boring and grinding machines; deep hole drilling machines and 
drills; grinding heads and spindle assemblies; right angle and spinning 
lathes ; forging hammers; presses; gear making and finishing machinery ; 
electronic feedback controls for machinery. 


Chemical and petroleum equipment 

Equipment for the production of military explosives; plant for the 
production of titanium and zirconium metals. 

Important sizes and types of the following: equipment and com- 
ponents for the production or concentration of nitric acid, deuterium 
oxide, and gases in liquid form; electrolytic cells; pumps, valves, pipe, 
and tubing; heat exchangers; containers for liquified gases; rock drill 
bits; centrifuges. 

Electric and power generating equipment 

Special types of diesel engines and electric power generators. 

General industrial eeuipment 


_ Special types of metal rolling mills, refractory materials, construc- 

tion equipment, vacuum furnaces, artificial graphite, cable-making 

— electronic valve-making machinery, compressors an 
owers. 


Silicon and germanium processing equipment. 
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Transportation equipment 


Various types of ships, including warships and certain sizes of ice- 
breakers, tankers, fishing vessels, passenger and cargo ships; com- 
passes, gyroscopic equipment, marine steam boilers, and automotive 
equipment designed or having significance for military use; cable for 
sweeping mines; significant civil types of aircraft and related ground 
and airborne equipment. 


Electronics and precision instruments 


Airborne communication and radar equipment; special types of 
airborne navigation and direction finding equipment; special types 
of surface radar equipment and surface equipment for use with air- 
borne navigation equipment; special communications and detection 
equipment; jamming apparatus; underwater location apparatus; 
special types of pulse modulators; panoramic radio receivers; equip- 
ment for centenilllae aircraft and missiles; radio spectrum analyzers. 

Important types of telegraph equipment; amplifiers; communica- 
tions transmission equipment and cable; measuring instruments; 
special electronic instruments; apparatus, components and materials; 
electronic tubes; electromagnetic waveguides, transistors, crystal 
diodes, photo cells, and quartz crystals; magnetic recorders; comput- 
ors; photographic equipment; dosimeters; special communications 
secrecy equipment; electronic assembly and control equipment; 
magnetometers; centrifugal testing apparatus; ion microscopes; 
oscilloscopes. 


Metals, minerals, and their manufactures 
Zirconiut:; beryllium; lithium metals; titanium; columbium; 
cobalt; tantalum; and certain source (fertile) and fissionable materials. 
Various steel and nonferrous alloys; important types and products 
of nickel, magnesium, tungsten, germanium, molybdenum, magnetic 
materials, and antifriction bearings. 


Chemicals and petroleum products 

Boron; diethylene triamine; picric acid; nitroguanidine; guanidine 
nitrate; pentaerythritol tetranitrate; tetrafluoroethylene; trifluoro- 
chloroethylene; fluorine; deuterium. 

Specified types of detonating and priming compositions, hydraulic 
fluids, stabilizers for explosives, hydrogen peroxide, hydrazine, silicone 
fluids and greases, silicon, synthetic lubricating oils and greases, 
blending agents for aircraft fuels, jet fuel. 


Rubber and rubber products 
Specified forms of synthetic rubber. 
Miscellaneous 


Synthetic film for dielectric use; specialized military training equip- 
ment; specialized machinery for examination, testing and manufacture 
of military equipment; certain items of dual military and civil use. 


BATTLE ACT TITLE II LIST 


The Title II List covers the same general categories of items as the 
Title I Category B List, but the specific items listed are ones of lesser 
strategic importance. O 





Calendar No.602 


86TH CONGRESS } SENATE REPORT 
1st Session No. 605 


INCLUSION OF CERTAIN RECEIPTS IN POSTAL REVENUES 
Avaust 3, 1959.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany H.R. 4644) 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H.R. 4644) to credit to postal revenues certain 
amounts in connection with postal activities, and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE 


The bill will permit the Post Office Department to credit postal 
revenue with— 

Commissions from toll telephones under the custody of the 
Department; 

Amounts collected from employees on account of payments 
to them by courts for witness fees, etc., where they have been 
subpenaed, in their official capacity, to testify or to produce 
official records in private litigation; and 

Moneys, recovered or collected on account of loss of first-class 
domestic registered matters, which in the course of adjustment 
are not restored to the original owners. 

At present receipts from these sources are required to be deposited 
by the Post Office Department in the miscellaneous receipts account 
of the Treasury, although they arise from and are directly related to 
the furnishing of postal services to the public. 

The Post Office Department estimates that this legislation will add 
about $186,000 annually to postal revenues. 

The bill was requested by the Post Office Department and has been 
approved by the Wiceau of the Budget. 








INCLUSION OF CERTAIN RECEIPTS IN POSTAL REVENUES 


AGENCY REQUEST 


Attached hereto is the letter from the Postmaster General request- 
ing this legislation: 
OFFICE OF THE PosTMASTER GENERAL, 
Washington, D.C., January 12, 1959. 
THE PRESIDENT OF THE SENATE, 
U.S. Senate, 
Washington, D.C. 


Dear Mr. Presitpent: There is transmitted herewith, for con- 
sideration by the Congress, proposed legislation to credit to postal 
revenues commissions on pay telephones located in postal facilities 
and other items of revenues which otherwise would be required to 
be deposited by the Post Office Department in miscellaneous rec- 
eipts of the Treasury, and for other purposes. 

Postmasters are required to collect miscellaneous receipts of various 
types, some of which are credited to postal revenues and some of 
which must be deposited to the general fund of the Treasury or 
transferred at the departmental level from revenues anemia by 
postmasters to the general fund of the Treasury. As an illustration, 
a certain percentage of toll charges on pay telephones located in the 
lobbies of post offices are collected and accounted for by postmasters. 
Under existing law and decision of Comptroller General, the Depart- 
ment must segregate these funds from postal revenues and deposit 
amounts collected into the general fund of the Treasury. 

The Post Office Department must do all the work connected with 
these collections. Such work is performed by postal personnel paid 
from postal appropriations. The Department should be permitted 
to credit these funds to postal revenues and reduce the postal deficit 
accordingly. If these funds are deposited as postal revenue, the with- 
drawal from the general fund of the Treasury to meet the postal 
deficit will be correspondingly less. The present procedure results 
in an unnecessary bookkeeping and transfer of funds. 

Pursuant to the provisions of law codified at section 784, title 39, 
United States Code, any sums recovered or collected on account of 
the loss of first-class domestic registered matter which in the course 
of adjustment are not restored to the original owners, must be covered 
into the Treasury. 

It is provided in section 204 of the Post Office Department Appro- 
priation Act, 1955 (68 Stat. 149), that indemnities for the loss of or 
damage to registered, insured, and collect-on-delivery mail shall be 
paid from postal revenues. Since the indemnities are required to be 
paid from postal revenues, it is only proper that sums recovered or 
collected under the conditions described in section 784, title 39, 
United States Code, be accounted for as a part of the revenues of 
this Department. 

This legislation also would permit to be credited to postal revenues 
all amounts collected from officers and employees of the Post Office 
Department or the postal field service, in accordance with decis‘ons of 
the Comptroller General of the United States, on account of payments 
to them by courts of witness fees and allowances for expenses of travel 
and subsistence in cases where such officers or employees have been 
subpenaed to testify in private litigation in their official capacity or 
to produce official records. At present these amounts are paid into 
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the miscellaneous receipts of the Treasury notwithstanding the fact 
that compensation of the officers and employees is paid from appro- 
priations to the Department. 

The proposed legislation will add approximately $186,000 per annum 
to the postal revenues. The inclusion of these items in postal revenue 
will not augment the spending authority of the Post Office Department 
which is limited by annual appropriations. 

This Department urges the early enactment of this legislative 
proposal. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this legislative proposal to Congress. 

Sincerely yours, 
Artuur E. SUMMERFIELD. 
Postmaster General. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (new matter is printed in italics; existing law in 
which no change is proposed is shown in roman): 


Section 4050 or THE ReEvisep Statutes (39 U.S.C. 782) 


Src. 4050. Unclaimed money in dead letters for which no owner 
can be found; all money taken from the mail by robbery, theft, or 
otherwise, which may come into the hands of any agent or employee 


of the United States, or any other person whatever; all fines and 
penalties imposed for any violation of the postal laws, except such 
part as may by law belong to the informer or party prosecuting for 
the same; all commissions on toll telephones located in buildings under 
the custody of the Post Office Department or the Postal Field Service; 
all amounts collected from officers and employees of the Post Office De- 
artment or the Postal Field Service on account of payments to them 
y courts of witness fees and allowances for expenses of travel and sub- 
sistence in cases in which such officers and employees have been subpenaed 
to testify in private litigation in their official capacities or to produce 
oficial records; and all money derived from the sale of waste paper 
or other public property of the Post-Office Department, shall be 
deposited in the Treasury, under the direction of the Postmaster- 
General, as part of the postal revenue. And the Postmaster-General 
shall cause to be placed to the credit of the Treasurer of the United 
States, for the service of the Post-Office Department, the net pro- 
ceeds of the money-order business; and the receipts of the Post-Office 
Department derived from this source during each quarter shall be 
entered by the Sixth Auditor’ in the accounts of such Department, 
under the head of ‘revenue from money-order business.” 

! The functions of the Sixth Auditor were transferred to the Bureau of Accounts in the Post Office Depart- 


ment by section 304 of the Act of June 10, 1921 (42 Stat. 24), and such Bureau of Accounts was abolished 
and its functions transferred to the Postmaster General by Reorganization Plan No. 3 of 1949. 
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Tue Seventa ParacrapH UNDER THE HEADING “OFFICE OF THE 
Tuirp AssisTaANT PostMASTER-GENERAL.” IN THE AcT OF May 27, 
1908 (35 Stat. 415; 39 U.S.C. 784) 


OFFICE OF THE THIRD ASSISTANT POSTMASTER-GENERAL 


o * * * * * « 


For payment of limited indemnity for the loss of pieces of first-class 
domestic registered matter, twenty-five thousand dollars. That 
hereafter all moneys recovered or collected on account of loss of 
first-class domestic registered matter which in the course of adjust- 
ment are not restored to the original owners, shall be covered into the 
Treasury of the United States as part of the postal revenue. 


O 
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86TH CONGRESS } SENATE Report 
1st Session No. 607 


AMENDING THE TENNESSEE VALLEY AUTHORITY ACT 
OF 1933, AS AMENDED 


Avcust 4, 1959.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S. 2471} 


The Committee on Public Works, to whom was referred the bill 
(S. 2471) to amend the Tennessee Valley Authority Act of 1933, as 
amended, and for other purposes, having considered the same, report 
ane thereon without amendment and recommend that the bill 

0 pass. 


PURPOSE OF THE BILL 


The purpose of S. 2471 is to delete certain language from H.R. 3460, 
an act to authorize the Tennessee Valley Authority to issue and sell 
revenue bonds to assist in financing needed additions to its power 
system; to provide for payments to the Treasury; to establish a 
geographic limitation on the area within which TVA power can be 
distributed; and including necessary administrative provisions in 
connection with the proposed bond issues. The language that would 
be deleted from the act is the proviso relating to the transmission of 
the power construction program of the Corporation to the Congress 
by the President with the budget estimates and with any recom- 
mendation he deems appropriate; the withholding of initiation of 
construction of new power-producing projects until the construction 
program of the Corporation has been before Congress in session for 
90 calendar days; and the considered congressional approval of such 
projects in the absence of modifying action by concurrent resolution 
of Congress within the 90 days. 


GENERAL STATEMENT 


The provisions of H.R. 3460, as amended by the Committee on 
Public Works, are fully set forth in Senate Report 470, 86th Con- 
gress, lst session, with a discussion of such provisions. The matter 
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of revenue bond financing by the TVA has been under consideration 
by the committee for the past 5 years. The committee made an 
earnest endeavor to provide the Board of Directors of the Tennessee 
Valley Authority with a means to assist them in financing additions 
to power facilities required to meet the anticipated needs of the 
area, to make the Corporation self-supporting and self-financing, and 
at the same time preserving sufficient flexibility to permit them to 
conduct the power operations of the Corporation on a businesslike 
basis, unhampered by restrictions that would affect the marketabil- 
ity of the revenue bonds, or cause undue delay in their issuance or 
the prompt construction of power-producing projects. The act also 
included provisions for review of the power construction program of 
the Corporation by the President, transmission of the program to 
the Congress with his recommendations, consideration of the pro- 
gram by the Congress, and provision for modification by concurrent 
resolution if deemed shes. 

The President has indicated his reluctance to approve H.R. 3460 
in its present form, objecting to language included in the act by the 
Senate which permits modification of the TVA power program by 
concurrent resolution. He considers this method of legislation as 
usurping the powers of the executive branch, since such legislation 
would not be subject to his approval. 

S. 2471 would meet the objections of the President by deleting 
from H.R. 3460 the following: 


Provided, That, with the budget estimates transmitted by 
the President to the Congress, the President shall transmit 
the power construction program of the Corporation as pre- 
sented to him and recommended by the Oorpotation, to- 
gether with any recommendation he may deem appropriate. 

Neither bond proceeds nor power revenues received by the 
Corporation shall be used to initiate the construction of new 
power producing projects (except for replacement purposes 
and except the first such project begun after the effective 
date of this section) until the construction program of the 
Corporation shall have been before Congress in session for 
ninety calendar days. In the absence of any modifying 
action by a concurrent resolution of the Congress within the 
ninety days, such projects will be deemed to have congres- 
sional approval. 

RECOMMENDATIONS 


The committee believes that this bill removes certain restrictions 
from H.R. 3460, and also removes from that act provisions for con- 
gressional scrutiny and approval of the power construction program 
of TVA which the President himself did not have, thus maintaining 
the constitutional concept of power among the branches of the Gov- 
ernment. It is the understanding of the committee that the proposed 
deletion of the language from H.R. 3460 will have no effect on the 
procedure of operation by the TVA; that revenue bond proceeds will 
be used under the same procedures as current revenues are now used; 
that such deletion does not alter the relationship between the TVA 
and the Bureau of the Budget as otherwise established by H.R. 3460; 
and will have no effect or deterrence on the issuance of bonds or on 
the remaining provisions of H.R. 3460. The committee further be- 
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lieves that H.R. 3460 is financially advantageous to the Federal 
Government, that it is essential to the future operations of the TVA, 
that deletion of the povrenes language from the act preserves the 
separation of powers between the executive and legislative branches, 


and recommends enactment of S. 2471. 


O 
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86TH CONGRESS SENATE j Report 
1st Session No. 608 


AUTHORIZING BULLY CREEK EXTENSION, VALE 
RECLAMATION PROJECT, OREGON 


Avuaust 4, 1959.—Ordered to be printed 


Mr. NgevuBercGeEr, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 968] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 968) to provide for the construction by the 
Secretary of the Interior of the Bully Creek Dam and other facilities, 
Vale Federal reclamation project, Oregon, having considered the same 
report favorably thereon without amendment and recommend that 
the bill do pass. 

SENATE COMPANION BILLS 


Companion bills to H.R. 968 (S. 528 and S. 639) were sponsored by 
Senators Neuberger and Morse. 


DESCRIPTION OF BULLY CREEK (VALE PROJECT) EXTENSION 


The ae Bully Creek extension, Vale project, Oregon, is a 


relatively small multiple-purpose development consisting of a 32,000- 
acre-foot reservoir on Bully Creek, a short feeder canal, and other 
incidental features which would provide supplemental water to 2,990 
acres of land scattered throughout the existing Vale project. 

The Vale project consists of 32,000 acres of water right lands which 
now receive an adequate irrigation water supply. There are approxi- 
mately 2,990 additional irrigable acres within the boundaries of the 
Vale, Oreg., Irrigation District which are irrigated intermittently as 
water supply is available. The proposed Bully Creek extension would 
firm up the supply for these 2,990 acres as well as provide for much 
needed better regulation of the existing water supply for the Vale 
project. 

Bully Creek Reservoir, when operated in conjunction with the 
existing Agency Valley and Warm Springs Reservoirs and with the 
authorized channel improvements of the Corps of Engineers would 
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provide effective control of damaging floods which cause significant 
economic losses in the area. Fish and wildlife and recreation are 
other functions which would benefit also from construction of the 
proposed development. 

It is estimated that the cost of the Bully Creek Extension based on 
July 1957 prices, which are essentially the same as those of Januar 
1959, is $3,326,000. This is allocated to irrigation, flood control, 
fish and wildlife, and recreation in the respective amounts of $1,700,- 
000, $1,497,000, $69,000, and $60,000. The recreation allocation is 
the specific cost of facilities for this particular function. 

The Vale, Oreg., Irrigation District would enter into an amendatory 
repayment contract to repay the irrigation allocation. The irrigators 
have considerable interest in the proposed development and the direc- 
tors of the district have expressed willingness to repay the reimburs- 
able costs in a 50-year period. Costs allocated to flood control, fish 
and wildlife, and recreation would be nonreimbursable in accordance 
with law and custom. 

In addition to repayment of the reimbursable cost in 50 years, the 
development is justified in that benefits exceed costs. The benefit- 
cost ratios for a 100- and 50-year period of analysis are respectively 
3.06 to 1.0 and 2.45 to 1.0. 

The Bully Creek Extension is needed to further stabilize the returns 
to local farm and business enterprises and to eliminate the adverse 
impact on the livestock-type farm economy of the area that results 
in years of serious water shortages for the 2,990 acres of extension 
land. Considering the favorable local support, repayment prospects 
and benefit-cost ratios, it appears that this proposed development 
would make a good addition to the Vale project and the Federal 
reclamation program. 

COMMITTEE COMMENTS 


The committee feels the Bully Creek extension of the Vale project, 
Oregon, is a worthy undertaking which is fully justified economically 
and also from an engineering standpoint. 


COMMENTS OF EXECUTIVE AGENCIES 


The comments of executive agencies on the proposal for the Bully 
Creek extension, Vale project, are as follows: 


U.S. DepaRTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 21, 1959. 
Hon. Wayne N. AsprINnaLt, 
Chairman, Committee on Interior and Insular Affairs, House of Repre- 
sentatives, Washington, D.C. 

Dear Mr. AspiINnAtu: This responds to your request for the views 
of this Department on H.R. 968, a bill to provide for the construction 
by the Secretary of the Interior of the Bully Creek Dam and other 
facilities, Vale Federal reclamation project, Oregon. 

We recommend that the bill be enacted and that it be amended in 
the manner indicated in this report. 

H.R. 968 would authorize the construction of the works of the Bully 
Creek extension as an addition to the facilities of the existing Vale 
Federal reclamation project in Malheur County, Oreg. These works 
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would consist of Bully Creek Dam and Reservoir on Bully Creek; 
a tributary of the Malheur River; a 2.5-mile-long feeder canal from 
the existing main canal of the Vale project to the proposed reservoir; 
and 13 miles of new laterals. The reservoir would have a capacity of 
32,000 acre-feet. 

A copy of this Department’s planning report on the Bully Creek 
extension of the Vale project, Oregon, approved August 19, 1958, is 
attached for your information. We request that it be considered as 
a part of this report on the bill. Attached also are copies of the com- 
ments on the planning report that have been received from the States 
of the Columbia River Basin and interested Federal agencies. 

The Vale project is located in the Snake River Basin near the east- 
ern boundary of Oregon. Under the proposed plan of development 
of the Bully Creek extension, flows from Bully Creek and surplus 
flows diverted from the Malheur River would be stored in the Bully 
Creek Reservoir. This would increase the firm irrigation water supply 
for the Vale project sufficiently to add about 2,990 acres to the 32,000 
acres within the project which have water rights. 

While a large percentage of these 2,990 acres is irrigated during good 
water years, existing project storage facilities are inadequate to provide 
a firm water supply. Historical runoff records indicate serious water 
shortazes probably will occur in the future. Thus, the area economy, 
which is primarily of a livestock nature, would be improved and 
strengthened by the additional firm irrigation water supply that the 
potential development would provide. 

Construction of the proposed works should result in increased 
efficiency of the project irrigation system by reducing the length of 
the run of the main canal in delivering water to project lands. The 
existing storage reservoirs are located more than 60 miles from a large 
part of the irrigated area. Bully Creek Reservoir, which would be 
relatively close to the project lands, would act as a regulatory structure 
for the canal system. It would not only permit delivery of water 
when needed, but it would reduce a certain element of waste now 
inherent in the system operations. 

The Vale area is subject to damage from floodwaters, and Bully 
Creek has contributed significant quantities to such floodwaters. 
The Bully Creek Reservoir would help regulate the flows of this 
stream and, when operated in coordination with the existing Vale 
project reservoirs, Agency Valley and Warm Springs, it would afford 
additional flood protection to the area. It is expected that coordi- 
nated operation of these structures would be based on a flood fore- 
casting procedure. 

The proposed development would result in fish and wildlife and 
recreation benefits. Under the provisions of the bill all costs allo- 
cated to fish and wildlife are considered nonreimbursable. This is 
consistent with the provisions of the Fish and Wildlife Coordination 
Act (48 Stat. 401, as amended, 16 U.S.C., sec. 661 et seq.). The bill 
would provide, also, that the costs of minimum basic recreation 
facilities would be nonreimbursable and the Secretary would be 

authorized to arrange for a non-Federal agency to assume responsi- 
bility for their administration. 

The estimated cost for the proposed works, based on January 1959 
prices, is $3,326,000. This total cost is allocated tentatively as 
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follows: $1,700,000 to irrigation, $1,497,000 to flood control, $69,000 
to fish and wildlife, and $60,000 to recreation. The last amount is 
the cost of minimum basic recreation facilities, 

The local people have shown a great deal of interest in securing the 
additional irrigation water and protection from floods which the pro- 
posed works would furnish, and they are favorable to a Federal 
project. Construction of the project is economically justified in that 
the evaluated annual benefits exceed the cetiduated. costs by a ratio 
of 2.45 to 1 based on a 50-year period of analysis. For a 100-year 
period of analysis this ratio would be 3.06 to 1. 

Section 1 of the bill would require that an amendatory repayment 
contract be negotiated with the Vale, Oreg., Irrigation District to 
provide for repayment of that portion of the cost of the new facilities 
which would be allocated to irrigation over the same period as the 
ee contract which provides for repayment of the remaining reim- 

ursable cost of the existing facilities. Since it is estimated that the 
existing construction cost obligation will be repaid in about the year 
2020 under the present contract, the water users would thus be allowed 
a period of approximately 60 years to repay the reimbursable costs of 
— Bully Creek extension, should H.R. 968 be enacted in its present 
orm. 

Subsequent to the making of the financial analysis in our project 
planning report, the Corps of Engineers completed a revised evalua- 
tion of flood control benefits for the Vale project. A new cost alloca- 
tion based on these revised flood control benefits was prepared which 
resulted in decreasing the cost allocated to irrigation from $2,225,000 
to $1,700,000. In view of this reduction in the cost allocated to irriga- 
tion and the determination that repayment of $1,700,000 in 50 years 
is within the amortization capacity of the water users, we recommend 
that the bill be amended to require repayment within a 50-year period. 
This may be accomplished by substituting for the last sentence of 
section 1, beginning in line 9, page 1, the following: 

“Said construction, however, shall not be commenced until the 
Vale, Oregon, Irrigation District shall have obligated itself to repay 
such portions of the Federal costs of constructing, operating, and 
maintaining the facilities herein authorized as the Secretary finds 
properly allocable to irrigation: Provided, That the period provided 
in subsection (d) of section 9 of the Reclamation Project Act of 1939, 
as amended, for repayment of the construction costs assigned to be 
repaid by the irrigators may be extended to fifty years.” 

We have been informed that a 50-year repayment period is agree- 
able to the board of directors of the Vale, Oreg., Irrigation District. 

In addition, we recommend the adoption of the following amend- 
ments: 

1. In line 3, page 1, after the word ‘“That’’, add a comma and the 
words “for the purposes of providing irrigation water, controlling 
floods, conserving and improving fish and wildlife, and providing 
recreational benefits,’’. 

This additional language will indicate the purposes of the proposed 
undertaking of the Bully Creek extension. 

2. After line 17, page 2, add a new subsection to be designated 
subsection (b) which shall read as follows: 

“(b) The Secretary may make such reasonable provision in the 
works authorized by this Act as he finds to be required for the con- 
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servation and development of fish and wildlife in accordance with the 
provisions of the Fish and Wildlife Coordination Act (48 Stat. 401, 
as amended, 16 U.S.C., sec. 661 et seq.)”’. 

In addition, designate the subsection beginning in line 18, page 2, 
as subsection (c), and substitute for the words “preservation and 
propagation” in lines 20 and 21, page 2, the words “conservation and 
development”’. 

These proposed amendments would specifically authorize the mak- 
ing of provision in the works of the Bully Creek extension of facilities 
to provide fish and wildlife benefits and would conform the language 
of section 2 to the language of the recently enacted Fish and Wildlife 
Coordination Act amendments. 

3. In line 3, page 3, delete the word “either” ; and in lines 5 through 
7, page 3, delete the words “or to assume such allocations as an addi- 
tional repayable and returnable obligation”, and substitute therefor 
the words “‘and to return the works to the United States for care, 
operation, and maintenance in the event of failure to comply with its 
requirements to achieve such benefits”’. 

The bill would require the district, before it should assume the care, 
operation, and maintenance of the works, either to operate them in 
such manner as to achieve the fish and wildlife, flood control, and 
recreation benefits for which nonreimbursable allocations of costs 
would be made or to assume an obligation to repay the amounts of 
such allocations. We do not believe it would be in the national inter- 
est to permit a negation of the benefits for those purposes by a repay- 
ment to the Federal Government of the allocated cost thereof, and 
instead, we propose that the operation of the project be taken over by 
the United States in the event the district should fail to operate it in 
a manner which will produce these benefits. 

A statement of personnel and other requirements that enactment 
of H.R. 968 may entail is attached in accordance with the provisions 
of Public Law 801, 84th Congress. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


Department of the Interior estimated additional man-years of civilian employment 
and expenditures for the proposed construction of the Bully Creek extension, Vale 
project, Oregon 


Estimated additional man-years of civilian employ- 
ment—substantive (program): 
Engineering aids 
Engineers 


Total, estimated additional man-years of civilian 
employment 


Estimated additional expenditures: 


Personal services 
All other 
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AMENDING AUTHORIZATION OF CROOKED RIVER 
PROJECT, OREGON 


Avaust 4, 1959.—Ordered to,be printed 


Mr. Nevusercer, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 


[To accompany S. 1221] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1221) to amend the act authorizing the Crooked 
River Federal reclamation project, Oregon, in order to increase the 
capacity of certain project features for future irrigation of additional 
lands, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


TEXT OF THE BILL 
The text of S. 1221 is as follows: 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That sec- 
tion 1 of the Act entitled ‘““An Act to authorize construction 
by the Secretary of the Interior of the Crooked River Federa- 
tion reclamation project, Oregon,” approved August 6, 1956 
(70 Stat. 1058), is amended by adding to that section the 
following: ‘“The Secretary of the Interior is hereby authorized 
to construct extra capacity in the canal below said reservoir 
and pumping plants located on the canal for the future irriga- 
tion of approximately three thousand acres of land, in addi- 
tion to the presently proposed development, and to recognize 
the cost of providing such extra capacity as a deferred obli- 
gation to be paid under arrangements to be made at such 
time as the additional area may be brought into the project.” 

Src. 2. There are hereby authorized to be appropriated 
such sums, in addition to the sum of $6,339,000 authorized 
to be appropriated for the Crooked River Federal reclamation 
project in section 5 of the Act of August 6, 1956 (70 Stat. 
oe as may be required to carry out the purposes of this 

ct. 
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PURPOSE OF THE BILL 


The objective of S. 1221 is to amend the authorization of the 
Crooked River project (Public Law 992, Aug. 6, 1956) so as to 


increase the capacities of certain features as explained in the following 
narrative: 


STATEMENT ON CROOKED RIVER PROJECT EXTENSION, OREGON 





The presently authorized Crooked River project (Public Law 992, 
84th Cong., Aug. 6, 1956, 70 Stat. 1058) provides for 97,700 acre- 
feet of unassigned space in the Prineville Reservoir for future use to 
serve lands in the Deschutes River Basin other than the approximately 
20,000 acres in the authorized project. This reservoir is now under 
construction. A field study has been completed recently by the 
regional director of the Bureau of Reclamation of the feasibility of 
using a portion of the unassigned space to irrigate a relatively small 
area known as the Crooked River project extension. 

The extension lands consist of 2,890 acres located adjacent to and 
above the lands of the authorized Crooked River project. Water 
for the extension area would be carried for part of the way through 
certain of the authorized facilities of the Crooked River project. To 
permit this would require the construction of the facilities to sizes 
somewhat larger than authorized as indicated in the following 
tabulation: 


Authorized | Required 
Crooked River project facility size enlarged 
size 

Cubic feet | Cubic feet 

per second | per second 
SN CI Tia cgsincsenscesccchisiits en celine earianalna a ni 115 140 
SORVGEIIT COREE 1S TOT ID) 6 0c ccccnnin Gchtincdb bh hiinchaincth tb beGecennceenctese 115 140 
Se See OOENT HENUIL..........ccntnccsnnceuenstaniibibnenncetahasindeenuudhde 78 102 
a a a eae ae nea 78 102 
OCSRSED TOUTS HUNMNGING PUR... nc cccncccccceccccccssuinstbiiiiibebdeetaunctaannine 34 60 


Studies to date by the Bureau of Reclamation indicate that the 
extension would be economically justified and a desirable addition to 
the Crooked River project. A report will be prepared and submitted 
to the Congress as a basis for authorization of the full works necessary 
to serve the extension lands. 

Enactment of S. 1221 would authorize enlargement of the presently 
authorized Crooked River project works to permit service ultimately 
to the extension lands. The cost of such enlargement is estimated at 
$480,000. If it were necessary to enlarge the facilities after their 
construction initially to the sizes currently authorized, it is estimated 
the cost of enlargement would be $680,000, or an increase in cost of 
$200,000. This increase in cost plus related increased operation, 
maintenance, and replacement costs would adversely affect the 
potential extension development. 

The construction schedule for the Prineville Reservoir, due to be 
completed in the spring of 1961, requires that construction of all of the 
other Crooked River project facilities be initiated no later than June 
of 1960. In fact construction of the diversion canal should be started 
this calendar year. Considering the time required to make final 
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designs, prepare specifications, advertise bids, and award contracts, 
congressional permission to proceed with the enlarged facilities must 
be granted this session if the opportunity to save $200,000 in develop- 
ing the full potential of the Crooked River project is to be realized. 
Wrom all facts presented, it appears that the interest of the Federal 
Government pe be best served by permitting work to proceed 
immediately on the enlargement of the authorized facilities. 


COMMENTS OF EXECUTIVE AGENCIES 


The comments of executive agencies are as follows: 


U.S. DeparTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., July 27, 1959. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


Dear Senator Murray: This responds to your request for the 
views of this Department on S. 1221, a bill to amend the act authoriz- 
ing the Crooked River Federal reclamation project, Oregon, in order to 
increase the capacity of certain project features for future irrigation 
of additional lands. 

We recommend that the bill be enacted. 

The act of August 6, 1956 (70 Stat. 1058), authorized the con- 
struction of the Crooked River project, Oregon, to irrigate approxi- 
mately 20,000 acres of land in Crook County, Oreg. In addition, 
it was contemplated that the storage capacity in the works would make 
available an estimated average of 51,000 acre-feet of water annually 
for use on lands other than the 20,000 acres mentioned above. 

The Bureau of Reclamation of this Department is currently in- 
vestigating the feasibility of serving an area consisting of approx- 
imately 2,900 acres with a portion of the surplus water supply. This 
area is contiguous to the service area which would receive water 
under the project as heretofore authorized, and could be served b 
using the diversion dam headworks, main canal, distribution canal, 
and pumping plants of the authorized project. However, this can 
be accomplished only if additional capacity is built into certain of the 
project supply facilities. The estimated cost of providing such addi- 
tional capacity is $480,000. 

S. 1221 would amend section 1 of the act of August 6, 1956, supra, 
by adding a provision which would specifically authorize the en- 
largement of the facilities below the reservoir to permit the delivery 
of water to the additional 2,900 acres of land, alk the deferral of the 
repayment of the cost of providing the extra capacity until such time 
as those lands would be brought into the project. It would authorize, 
also, such appropriations, in excess of the amount of appropriations 
previously authorized for the Crooked River project, as would be 
required to make provision for the additional capacity. The bill 
would not affect in any other respect the provisions of the 1956 project 
authorization act, and all of the provisions of that act would be 
applicable to the facilities which would be enlarged should S. 1221 
be enacted. It should be pointed out that the enactment of this bill 
would not authorize the construction of any new facilities; the con- 
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struction of new facilities that may be needed for the purpose of 
serving the 2,900-acre area will require authorization action at some 
time after the current feasibility study will have been completed. 

Since it is expected that the invitations to bid on the diversion dam 
and the main canal will be issued shortly, it is important that legis- 
lation such as that whicn is contained in S. 1221 be enacted promptly 
if the specifications are to be prepared in a manner which would 
accommodate irrigation service to the 2,900-acre area. If provision 
is not made for enlargement of the authorized facilities to serve these 
2,900 acres the cost of independent facilities would be prohibitively 
expensive and it is doubtful if service to this area ever would be 
feasible. 

The Bureau of the Budget has advised that, while there would be 
no objection to the submission of such report as we deem appropriate, 
it believes that action on the bill should be deferred until a feasibility 
report on the extension irrigation unit to be served is submitted to the 
Congress or, in the event the committee determines early action on 
the bill is advisable, the bill should be amended to provide that actual 
construction of the enlarged facilities snall not be initiated until such a 
feasibility report is submitted. A copy of its July 24 letter to this 
Department is enclosed in accordance with its request. 

Sincerely yours. 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


EXEcuTIVE OFFICE OF THE PRESIDENT, 
BurREAU OF THE BupGET, 
Washington, D.C., July 24, 1959. 


The Honorable the SrcRETARY OF THE INTERIOR 
(Attention Mr. Theodore F. Stevens, Assistant to the Secretary, 
5312 Interior Building). 


My Dear Mr. Secretary: This is in reply to Assistant Secretary 
Aandahl’s letter of July 7, 1959, transmitting copies of the report that 
the Department proposes to present to the Senate Interior and Insular 
Affairs Committee on S. 1221, a bill to amend the act authorizing the 
Crooked River Federal reclamation project, Oregon, in order to in- 
crease the capacity of certain project features for future irrigation of 
additional lands. 

While there would be no objection to the submission of such report 
as you deem appropriate, the Bureau of the Budget believes that 
action on the bill should be deferred until a report on the proposed 
project modification has been submitted to the Congress in accordance 
with established procedures. If, however, in view of the unusual 
circumstances involved, it is determined by the committee that early 
action on the bill is advisable, we believe that the bill should be 
amended to provide that actual construction of the enlarged supply 
facilities should not be initiated until a favorable feasibility report 
has been submitted to the Congress in accordance with established 
procedures. It is requested that a copy of this letter accompany your 
report to the committee. 

Sincerely yours, 
Puituip S. Hueuszs, 
Assistant Director for Legislative Reference. 








AMEND AUTHORIZATION OF CROOKED RIVER PROJECT, OREGON § 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D.C., March 27, 1959. 


Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 


U.S. Senate, Washington, D.C. 


My Dear Mr. Cuarrman: This is in reply to your letter of March 
5, 1959, requesting the views of the Bureau of the Budget on S. 1221, 
a bill to amend the act authorizing the Crooked River Federal recla- 
mation pet Oregon, in order to increase the capacity of certain 

project features for future irrigation of additional lands. 

The Department of the Interior has not submitted a report on the 
project modification proposed in S. 1221 to the Bureau of the Budget 
under procedures prescribed in Executive Order No. 9384. Until a 
report is received together with the views and comments of the 
affected States and other interested Federal agencies, the Bureau of 
the Budget has no basis for appraising the merits of the proposed 
development. 

Accordingly, it is recommended that the committee defer action 
on the bill until a report has been submitted in accordance with 
established procedures. 

Sincerely yours, 
Puiturp S. Hueues, 
Assistant Director for Legislative Reference, 


O 








Calendar No.608 


861TH CONGRESS t SENATE REPoRT 
1st Session No. 610 


APPROVING AN ORDER OF THE SECRETARY OF THE INTERIOR 
ADJUSTING, DEFERRING, AND CANCELING CERTAIN IRRIGA- 
TION CHARGES AGAINST NON-INDIAN-OWNED LANDS UNDER 
THE WIND RIVER INDIAN IRRIGATION PROJECT, WYOMING 


Avucust 4, 1959.—Ordered to be printed 


Mr. AnprERsoN, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 1216] 


The Committee on Interior and Insular Affairs, to whom was referred 
the bill (S. 1216) to approve an order of the Secretary of the Interior 
adjusting, deferring, and canceling certain irrigation charges against 
non-Indian-owned lands under the Wind River Indian irrigation 
project, Wyoming, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

TEXT OF THE BILL 


The text of the bill is as follows: 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That in 
accordance with the provisions of the Act of June 22, 1936 
(49 Stat. 1803; 25 U.S.C. 389-389e), the order of the Secre- 
tary of the Interior canceling $36,439.70 of delinquent irri- 

ation charges, plus accrued interest thereon, and providing 
or the deferred payment of $8,706.27, as shown on schedules 
A, B, and C, which are referred to in such order, is hereby 
approved: Provided, That the cancellation of $2,093.14 under 
schedule B shall not become effective until the landowners 
have executed contracts as provided in the Act of June 22, 
1936, agreeing to pay the balance of such delinquent charges 
amounting to $1,556.40. 





WIND RIVER INDIAN IRRIGATION PROJECT, WYOMING 


PURPOSE OF THE BILL 


The purpose of the bill is to approve the recommendations of the 
Department of the Interior with respect to a secretarial order cancel- 
ing and adjusting irrigation charges of certain non-Indian landowners 
on the Wind River Indian irrigation project, Wyoming. 

The details of the effect of S. 1216 are set forth in the following 
communication, dated February 2, 1959, from the Department of the 
Interior, which was supported by ‘oral testimony at a hearing before 
the Subcommittee on Irrigation and Reclamation on July 27, 1959. 


EXECUTIVE COMMUNICATION 


The recommendation of the Department of the Interior is as 
follows: 
U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 2, 1959. 
Hon. Ricuarp M. Nixon, 
President of the Senate, 
Washington, D.C. 

Dear Mr. Presipent: In accordance with the provisions of the 
act of June 22, 1936 (49 Stat. 1803, 25 U.S.C. 389-389e), there are 
enclosed a copy of a secretarial order canceling and adjusting irriga- 
tion charges of certain non-Indian landowners on the Wind River 
Indian irrigation project, Wyoming, and a draft of a bill to approve 
the order. Congressional approval is required before the order may 
become effective. 

We recommend that the bill be referred to the appropriate committee 
for consideration, and we recommend that it be enacted. 

Copies of schedules A, B, and C, which are referred to in the secre- 
tarial order, and copies of the individual justifications for each case 
listed in schedules A and B, were transmitted to your office with our 
letter dated February 24, 1958. 

Schedule A involves a cancellation of charges totaling $15,745.12 
for 17 non-Indian landowners, all of which charges accrued before 
December 31, 1946, and a deferral of payments of charges totaling 
$7,149.87, which accrued from 1947 through 1956. Deferred payment 
contracts have been signed by each of the landowners involved. 

Schedule B involves a cancellation of charges totaling $2,093.14 for 
three non-Indian landowners, all of which charges accrued before 
December 31, 1946, and a deferral of payments of charges totaling 
$1,556.40, which accrued from 1947 through 1956. Deferred pay- 
ment contracts have not been signed by the landowners involved, but 
the cancellation will not be effective until the contracts are signed. 

Schedule C involves a cancellation of charges totaling $18,601.44 
for 83 non-Indian landowners, all of which charges accrued prior to 
the Lien Act of March 7, 1928. No contracts were executed obligat- 
ing the purchaser to pay the charges and they do not constitute liens 
against the land. Section 4 of the 1936 act directs the Secretary to 
cancel such charges. 

The amounts listed in the schedules are principal amounts and do not 
include accrued interest. In most cases interest will be as much as 
the principal. Cancellation of the principal amounts is intended to 
cancel the accrued interest also. 
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The cancellation of the charges that accrued before December 31, 
1946, is based upon an investigation and administrative determination 
that the repayment capabilities of the lands are such that the operators 
can reasonably be expected to pay current annual assessments and to 
liquidate over a 10-year period the delinquent assessments that 
accrued after 1946, but that the lands cannot be operated profitably 
unless the charges that accrued prior to December 31, 1946, are 
canceled. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this proposed legislation to the Congress. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


ORDER 


Whereas an act of Congress approved June 22, 1936 (49 Stat. 
1803, 25 U.S.C. 389-389c (1952)), authorizes and directs the Secretary 
of the Interior to cause investigations to be made to determine whether 
the non-Indian owners of lands under an Indian irrigation project are 
unable to pay irrigation charges, and provides that where the Secre- 
tary finds that ‘“‘* * * because of inability to operate such lands 
profitably by reason of lack of fertility of the soil, insufficiency of 
water supply, defects of irrigation works, or for any other causes * * * 
he may adjust, defer, or cancel such charges, in whole or in part, as 
the facts and conditions warrant,” and may enter into contracts 
with landowners for the payments of past due charges over a period of 
not more than 10 years; and 

Whereas schedules A, B, and C of an investigation and report of 
conditions on the Wind River Indian irrigation project, Wyoming, 
show that adjustments involving $45,145.97 of operation and mainte- 
nance assessments against non-Indian-owned lands should be made 
and that all except three landowners have executed contracts agreeing 
to pay the adjusted balances of charges against their lands after 
canceling amounts justified under the said act; 

Now, therefore, I find that the landowners are unable to operate 
such lands profitably because of seepage and other conditions covered 
by the act and hereby (a) cancel $36,439.70 of delinquent charges 
shown on schedules A, B, and C of the said report, provided that the 
cancellation of $2,093.14 under schedule B shall not become effective 
until the landowners have executed contracts as provided in the act 
of June 22, 1936, agreeing to pay the balance, amounting to $1,556.40, 
of delinquent charges against their lands described as the W¥SW%, 
sec. 1, SEXNEY, of sec. 22, T.1S., R. 1 E., and the WKNWUNW of 
sec. 10, T. 1 S., R. 4 E.; Wind River meridian, and (6) approve the 
contracts executed or to be executed by the landowners as provided 
in the said act of Congress providing for the payment of $8,706.27 of 
delinquent charges against their lands. 

Done in the city of Washington, District of Columbia, this 12th 
day of November 1957. 

RoGer Ernst, 
Assistant Secretary of the Interior. 


O 








Calendar No.609 


86TH CONGRESS t SENATE Report 
1st Session No. 611 


AUTHORIZING AND DIRECTING THE SECRETARY OF THE 
INTERIOR TO CONDUCT STUDIES AND RENDER A REPORT ON 
THE FEASIBILITY OF DEVELOPING THE WATER RESOURCES OF 
THE SALT FORK OF THE RED RIVER IN THE STATE OF TEXAS 


Avaust 4, 1959.—Ordered to be printed 


Mr. ANDERSON, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 4405) 


The Committee on Interior and Insular Affairs, to whom was re- 


ferred the bill (H.R. 4405) to authorize and direct the Secretary of 
the Interior to conduct studies and render a report on the feasibility 
of developing the water resources of the Salt Fork of the Red River 
in the State of Texas, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


TEXT OF THE BILL 


The text of H.R. 4405 is as follows: 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
Secretary of the Interior is hereby authorized and directed to 
conduct the necessary studies and render a report to the 
Congress on the feasibility of developing the water resources 
of that portion of the drainage area of the Salt Fork of the 
Red River lying in the State of Texas and that portion of the 
drainage area of the Prairie Dog Town Fork of the Red River 
lying in the State of Texas for furnishing municipal and 
industrial water and for other purposes. 


PURPOSE OF H.R. 4405 


The objective of H.R. 4405 is to reemphasize the existing authority 
of the Secretary of the Interior to prosecute the investigations author- 
ized. The estimated cost would not exceed $165,000. 
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WATER RESOURCES OF SALT FORK OF THE RED RIVER, TEX. 


DESCRIPTION OF PROPOSAL 



























Prairie Dog Town Fork rises in the northern part of the State of 
Texas, southwest of the town of Amarillo, and flows almost due east 
from there into Oklahoma where it joins the Salt Fork and the North 
Fork and becomes what is known as the Red River. The Salt Fork 
lies to the north and parallel to the Prairie Dog Town Fork and is a 
tributary of that stream. 

Water resources in this part of Texas are very limited. At the same 
time there is an urgent need for additional suitable water supplies for 
municipal and industrial purposes, as well as for irrigation. The 
two streams involved in this study offer the only opportunity for 
impounding surface water for beneficial consumptive-use purposes. 

Limited information on the area is available as a result of limited 
studies by local agencies and by the Federal Government in connection 
with the Arkansas-White-Red River Basin investigations and the 
Mangum project investigations. Before the feasibility of develop- 
ment on these two streams can be determined, more detailed study 
and investigations are required. 

Information is needed on the quantity, occurrence, and quality of 
the surface and ground water supplies; the potential requirements of 
water by municipalities, industries, and irrigation projects; the loca- 
tion, capacity, and other characteristics of the dam or dams which 
would be required; and the cost, benefits, and repayment which might 
be expected. H.R. 4405 provides for developing this needed informa- 
tion and, on the basis thereof, for determining the feasibility of 
developing the water resources. 

The studies and report would be valuable in connection with 
negotiations presently underway among representatives of the States 
of Texas, Oklahoma, Arkansas, and Louisiana with respect to a Red 
River Basin compact. This would assist in completing the basic 
data necessary to an equitable allotment of water among the States 
and would provide Texas with a plan for using the Red River Basin 
water allotted to it. 

Cooperation with the Corps of Engineers, the Geological Survey, 
the Fish and Wildlife Service, the State, and the local agencies that 
have already initiated studies in the area will be carried out. 





















DEPARTMENT REPORT 


The report of the Department of the Interior favoring the enact- 
ment of this legislation follows: 


DEPARTMENT OF THE INTERIOR, 

OFFICE OF THE SECRETARY, 
Washington, D.C., February 27, 1959. 
Hon. Wayne N. AspINALL, 
Chairman, Committee on Interior and Insular Affairs, 

House of Representatives, Washington, D.C. 

Dear Mr. AspINAtL: This responds to your request for the views 
of.this Department on H.R. 4405, a bill to authorize and direct the 
Secretary of the Interior to conduct studies and render a report on 


the feasibility of developing the water resources of the Salt Fork of 
the Red River in the State of Texas. 
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We favor the enactment of the bill. 

H.R. 4405 would direct this Department to undertake an investiga- 
tion and report to the Congress on the feasibility of developing the 
waters of the Salt Fork and Prairie Dog Town Fork ot the Red River 
within the State of Texas for municipal, industrial, and other uses. 
We have some limited information with respect to the area covered by 
the bill which was acquired in connection with the Arkansas-White- 
Red River Basins studies and other matters. This information indi- 
cates that there is a need for the development of additional, suitable 
water supplies for municipal and industrial uses as well as for irriga- 
tion. We understand that, at least in partial response to such need, 
two local agencies—the Greenbelt Water Control and Improvement 
District and the Collingsworth County Water Control and Improve- 
ment District—have employed private engineering firms to investigate 
the possibility of developing water supplies at two prospective reservoir 
sites. 

If the bill should be enacted, we would propose to undertake, first, 
a general reconnaissance survey of the Salt Fork Basin and Prairie 
Dog Town Fork Basin areas lying in the State of Texas, to gather and 
coordinate all available information with regard to the water potential 
of the area, including both ground and surface waters, and possibilities 
of developing usable water supplies for irrigation and for municipal 
and industrial uses, taking into account the investigations being made 
for the districts mentioned above and their results. On the basis of 
the reconnaissance survey, we could then determine which possible 
developments would warrant the feasibility studies called for in the 
bill to be undertaken thereafter. 

The Bureau of the Budget has advised that there would be no 


objection to the submission of this report to your committee. 
Sincerely yours, 


Frep G. AANDARL, 
Assistant Secretary of the Interiors 


O 








Calendar No. 610 


86TH CONGRESS t SENATE Report 
1st Session No. 612 


REMOVING LIMITATIONS ON RECLAMATION INVESTIGA- 
TION APPROPRIATIONS IN ALASKA 


Avaust 4, 1959.—Ordered to be printed 


Mr. GruENING, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 1514] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1514), to amend the act of August 9, 1955 (69 
Stat. 618), having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


TEXT OF S. 1514 


The text of the bill is as follows: 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
Act of August 9, 1955 (69 Stat. 618) is amended by striking 
section 3 thereof and substituting therefor a new section 3 
which shall read as follows: 

“Src. 3. There are hereby authorized to be appropriated 
such sums as may be necessary to carry out the provisions 
of this Act.” 

PURPOSE OF THE BILL 


The objective of S. 1514, sponsored by Senators Bartlett and 
Gruening, is to remove the limitation on the authorization for ap- 
propriations for the investigation of the water resources of Alaska. 

Since Alaska became the 49th State of the Union, it should be treated 
as any other State concerned with water resource development. Its 
immense potentials in power and related resources require full investi- 
gation. 
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COMMENTS OF EXECUTIVE DEPARTMENTS 


The comments of the Department of the Interior and the Bureau 
of the Budget are as follows: 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., July 9, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 


U.S. Senate, Washington, D.C. 


Dear Senator Murray: This responds to your request for the 
views of this Department on S. 1514, a bill to amend the act of 
August 9, 1955 (69 Stat. 618). 

We recommend that the bill be enacted. 

The act of August 9, 1955, authorizes the Secretary of the Interior 
“to make investigations of projects for the conservation, development, 
and utilization of the water resources of Alaska * * *’ and authorizes 
the appropriation in any one fiscal year of not more than $250,000 for 
this purpose. IfS. 1514 is enacted, this limitation on the authorization 
for appropriations would be removed. 

The limitation is an arbitrary one that bears no relationship to 
the attainment of an effective program of investigations in Alaska. 
There appears to be no reason why Alaska should be singled out for 
such a restriction, unless it should be considered justified in view of 
the preferential treatment afforded Alaska in granting to it 90 percent 
of the proceeds from coal leases, the operation of coal mines, and the 
leasing of public lands. None of the proceeds from mineral leases on 

ublic lands located in Alaska are paid into the reclamation fund. 

he Federal reclamation laws do not apply to Alaska. The provi- 
sions of the act of August 9, 1955, provide the basic authority for a 
program of investigation of water resources projects in Alaska by 
this Department. 

The specified maximum amount of $250,000 operates as a limiting 
factor not only on the number of investigations which can be con- 
ducted simultaneously, but also on the intensity of studies at any 
one time. Thus, investigations of certain potential projects have had 
to be extended over a period of several years because of the limitation, 
with consequent added expenses for overhead and other costs. 

In our opinion the enactment of this measure may result in more 
flexibility and increased efficiency in the conduct of Alaska investiga- 
tions; and if the bill should be enacted, the Congress would nonetheless 
still retain control over the extent of investigation activities in Alaska 
through its appropriations procedures. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDARL, 
Assistant Secretary of the Interior. 
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Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGeEt, 


Washington, D.C., July 8, 1959. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


My Dear Mr. Cuairman: This is in reply to your letter of March 
25, 1959, requesting the views of the Bureau of the Budget on S. 1514, 
a bill to amend the act of August 9, 1955. 

The purpose of this bill is to remove the appropriation limitation 
of $250,000 annually for the Department of the Interior to make 
investigations of projects for the conservation, development, and 
utilization of the water resources of Alaska. 

The Department of the Interior, in its proposed report recommend- 
ing enactment of S. 1514, states the bill would provide more flexibility 
and increased efficiency in the conduct of its Alaskan investigations 
and that the Congress would still retain control over the extent of 
such investigations through appropriation procedures. 

The Bureau of the Budget would have no objection to enactment 
of S. 1514. 

Sincerely yours, 
Puiturr S. Hueues, 
Assistant Director for Legislative Reference. 


O 
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86TH CONGRESS } SENATE Report 
1st Session No. 613 


PROVIDING FOR TRANSFER OF TITLE TO IRRIGATION DISTRIBU- 
TION SYSTEMS CONSTRUCTED UNDER THE FEDERAL RECLA- 
MATION LAWS UPON COMPLETION OF REPAYMENT OF THE 
COSTS THEREOF 


Avueust 4, 1959.—Ordered to be printed 


Mr. Braue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 1136] 


The Committee on Interior and Insular Affairs, to whom was referred 
the bill (S. 1136) to provide for transfer of title to irrigation distri- 
bution systems constructed under the Federal reclamation laws upon 
completion of repayment of the costs thereof, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 


AMENDMENTS 


The amendments are as follows: 

Page 1, line 7, strike the word “shall” and insert in lieu thereof 
the word ‘“‘may”’. 

Page 2, beginning line 3, strike all of line 3 and through the word 
“same” on line 4. 

Page 2, line 25, after the word ‘“‘water” insert the following: ‘“‘to 
an entire project or project unit”. 


BACKGROUND OF LEGISLATION 


S. 1136 has practically the same objectives as S. 2217 reported by 
the committee on June 28, 1956, and passed by the Senate on July 2, 
1956; 


EXPLANATION OF THE BILL 


S, 1136 proposes to authorize the Secretary of the Interior to transfer 
title to distribution systems of Federal reclamation projects under 
certain circumstances to local water users’ organizations upon two 
conditions: (a) that an organization representing the water users 
concerned shall have requested the transfer; and (5) that the Secretary 
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shall find that the water users or the organization have completed 
repayment of all construction and other charges, with the exception of 
operation and maintenance charges not yet due, which are obligations 
with respect to the distribution system concerned. Under existing 
reclamation law, no provision is made for the transfer of title to 
distribution works upon completion of repayment from the United 
States to any organization. 

Where two or more water-user organizations are concerned with a 
distribution system the transfer may be effected by the Secretary on 
the joint application of the organizations affected. 

The bill avoids any reference to the transfer of dams or other supply 
works as distinguished from irrigation distribution systems. The 
reason for this omission is that the question of transfer of dams or 
headworks involves considerations of national policy, as well as inter- 
state considerations and should be taken up in connection with matters 
of broad national policy affecting water resources and their use. 

Attention is called to the discretion left with the Secretary of the 
Interior as to determinations of whether all construction costs and 
other charges for which an organization is obligated shall be paid 
prior to transfer of title to the distribution systems. Before and since 
the enactment of the Reclamation Project Act of 1939, there has been 
no apportionment, by contract or otherwise, of water-user repayment 
obligations as between distribution and supply works, the latter of 
which generally includes dams and relate Londwerics Under the 
bill, the Department of the Interior would be required to make an 
apportionment of this character. 

he committee concurs with the view of the Department of the 
Interior that in making the apportionment the water-users’ return 
should be applied ratably or proportionately to the supply of distribu- 
tion works unless impelling reasons for the adoption of some other 
course should appear. 


REPORTS FROM EXECUTIVE AGENCIES 


The following reports from executive agencies were considered by 
the committee in reporting on S. 1136: 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 29, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


Dear Senator Murray: A report has been requested from this 
Department on S. 1136, a bill to provide for transfer of title to irriga- 
tion distribution systems constructed under the Federal reclamation 
laws upon completion of repayment of the costs thereof. 

We recommend that the bill be enacted, provided it is amended in 
accordance with the views expressed in this report. 

If S. 1136 becomes law, this Department will be authorized, in 
certain circumstances, to transfer title to distribution systems con- 
structed under the Federal reclamation laws to local water users’ 
organizations. The principal conditions precedent to any such 
transfer would be that (1) an organization representing the water 
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users shall have requested it, and (2) the Secretary of the Interior 
shall have found that the water users or the organization have com- 
pleted payment of all construction and other charges (except operation 
and maintenance charges not yet due) which they or it are obligated 
to repay with respect to the distribution system. 

Existing general reclamation law makes no provision for the transfer 
of title to distribution works upon completion of repayment. Thus 
enactment of S. 1136 will fill an important gap in the law and will 
do so without necessitating discussion of the important policy ques- 
tions which would be raised by a broader bill covering all project 
works. S. 1136 is primarily a long-range measure. It will become 
more and more useful as the years go by and as repayment of project 
costs is completed. Although we do not anticipate that all water 
users’ organizations will take advantage of its terms—there being, 
in some circumstances, perceptible advantages to leaving title in the 
United States—it is likely that many of them will do so in years to 
come. 

The bill necessarily leaves it to the Secretary of the Interior to de- 
termine whether all construction and other charges required to be 
paid prior to a transfer of title have in fact been paid. On nearly all 
of our projects constructed prior to the Reclamation Project Act of 
1939 and on many that have been constructed since then, there has 
been no apportionment, by contract or otherwise, of water users’ 
payments between distribution and supply works. The administra- 
tion of the bill, if it becomes law, will require such an apportionment. 
It is our intention, unless the bill is amended to provide otherwise, to 
make such an apportionment on the basis of applying water users’ 
returns ratably or proportionately to the costs of supply and distribu- 
tion works. 

The use of the word “shall” in line 7, page 1, would appear to 
require the Secretary to transfer title to distribution works upon the 
two conditions described above being met. It is our opinion that the 
language in lines 23 and 24 on page 2, reading “‘to the extent to which 
the Secretary finds the same to be appropriate in any particular case”’ 
with reference to the transfer of lands and interests in lands, among 
other things, as part of distribution systems, will permit the Secretary 
to exercise a reasonable discretion to reserve such rights therein at the 
time of transfer as to him may appear necessary to allow for future 
irrigation development. This may have significance in those cases, 
where, for example, it were to be found that the enlargement of an 
existing canal which is a part of a distribution system would be the 
most feasible way to supply needed conveyance capacity to bring 
additional lands under irrigation. If our understanding that the 
language quoted would permit the reservation of a sufficient interest 
in the distribution system’s facilities to meet this type of circum- 
stance is incorrect, then we recommend that the bill be amended to 
change the word “shall” in line 7, page 1, to ‘“‘may”’. 

The provisions of the bill appear to permit a request to be made, 
which would have to be granted under certain circumstances, for the 
transfer of title to a portion of an entire project or unit of a project. 
We believe it is important that, with respect to the transfer of title 
thereto, fragmentation of irrigation units should not be encouraged 
or required by this proposed legislation. In order to assure that this 
shall not occur, we recommend that the bill be amended by inserting 
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the words “‘to an entire project or project unit”? between the words 
“water” and “but” in line 25, page 2. 

The first sentence of section 1 would require, in appropriate cases, 
that title to the distribution works be transferred either to ‘an organi- 
zation representing the water users on any project or division of a 
project” (lines 3 and 4 on p. 1) “or to any other entity designated b 
it and capable of receiving the same’ (lines 3 and 4 on p. 2). We 
believe it to be appropriate, if title to such works is to be transferred 
from the United States, that it be transferred to the water users’ 
organization since, in all likelihood, such organization would already 
have a contractual relationship with the United States with respect 
to repayment of project construction costs and with respect to opera- 
tion and maintenance. And any obligation of the United States to 
continue to deliver water to the project lands being served would, in 
all probability, run to such organization as a part of that contract 
relationship. We are unaware of the reason for the language, quoted 
above, to be found in lines 3 and 4, page 2, which would permit the 
water users’ organization to designate ‘“‘any other entity’ to receive 
title to the distribution works, and we question the desirability of 
placing title in any body otber than the water users’ organization 
with which the United States has already established a contractual 
relationship. Accordingly, we suggest that the bill be amended by 
deleting that language appearing in lines 3 and 4 on page 2 which is 
quoted above. 

The Bureau of the Budget has advised that there would be no objec- 
tion to the submission of this report to your committee. 

Sincerely yours, 
Frep A. SEATON, 
Secretary of the Interior. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BurEAv OF THE BuDGET, 
Washington, D.C., March 5, 1959. 
Hon. James E, Murray, 


Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuarrman: This is in reply to your letter of Feb- 
ruary 20, 1959, requesting the views of the Bureau of the Budget on 
S. 1136, a bill to provide for transfer of title to irrigation distribution 
systems constructed under the Federal reclamation laws upon com- 
pletion of repayment of the costs thereof. 

The purpose of the bill is clearly stated in its title. 


‘ The Bureau of the Budget would have no objection to enactment of 
. 1136. 


Sincerely yours, 


Puiturp S. Hueuss, 
Assistant Director for Legislative Reference. 


O 
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Calendar No.614 


86TH CoNGRESS t SENATE REportT 
1st Session No. 614 





PROVIDING FOR CERTAIN REDUCTIONS IN THE REIMBURSABLE 
CONSTRUCTION COST OF THE KITTITAS DIVISION OF THE 
YAKIMA RECLAMATION PROJECT, WASHINGTON 


Avaust 4, 1959.—Ordered to be printed 


Mr. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8S. 258} 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 258), to provide for certain reductions in the 
reimbursable construction cost of the Kittitas division of the Yakima 
reclamation project, Washington, having considered the same, report 
favorably thereon with amendments and recommend that the bill, as 
amended, do pass. 

AMENDMENTS 


S. 258, as amended, reads as follows: 


Be it enacted by the Senate and House of Representatives 
of the United States of America in Congress assembled, That 
the Secretary of the Interior shall deduct from the repay- 
ment obligation of the Kittitas Reclamation District, 
Washington, and from the cost of the Kittitas division of the 
Yakima Federal reclamation project, $158,558 or such 
portion thereof as he shall determine properly represents 
canal and distribution system costs associated with one 
thousand two hundred and ninety-three and four-tenths 
acres of Kittitas division lands utilized for the Ellensburg 
Airport. 

(2) The amount deducted as provided in section (1) shall 
be charged off as a permanent loss to the reclamation fund, 
but no adjustment shall be made by the United States by 
reason of such deductions with any individual landowner by 
way of refund of, or credit on account of, sums heretofore 
Re repaid, returned, or due and payable to the United 

tates, by way of exchange of land, or by any other method. 
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PURPOSE OF THE BILL 


The original objective of S. 258 was to provide for certain overall 
reductions in the reimbursable costs of the Kittitas division of the 
Yakima project, Washington. 

Section 1 of the bill as amended provides that the Secretary of the 
Interior shall deduct $158,558 or such portion thereof as he may 
determine properly represents the costs associated with the area 
utilized for the Ellensburg Airport. Certain restrictions are provided 
with respect to credits to individual landowners. 

The elimination of section 2 of S. 258, as introduced, is without 
prejudice to prosecution further of the claim of the Kittitas Reclama- 
tion District for the relief of $1,486,156, the amount set forth in 
section 2 of S. 258, as introduced, with respect to nonproductive land 
in the district. 





REPORTS OF EXECUTIVE AGENCIES 


The comments of the Department of the Interior and the Bureau 
of the Budget are as follows: 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 26, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


Dear Senator Murray: A report has been requested from this 
Department on S. 258, a bill to provide for certain reductions in the 
reimbursable construction cost of the Kittitas division of the Yakima 
reclamation project, Washington. 

We take no position with respect to item (1) in section 1 of the bill 
but recommend that item (2) be deleted. 

If enacted, S. 258 would direct that the reimbursable construction 
cost of the Kittitas division, Yakima Federal reclamation project, be 
reduced in two specified amounts. The first of these is $158,558 or 
“such amount as represents the construction costs, as determined by 
the Secretary of the Interior, against land removed from an irrigable 
status as a result of the construction of the Ellensburg Airport by 
the U.S. Army.”’ 

The generally accepted principle is that when a portion of the irri- 
gable area of a going project is taken out of production for highways, 
residential or industrial development, or other nonirrigation purposes, 
the government unit, individual, or corporation involved should 
assume responsibility for payment in full of the construction charges 
assigned to the land. In the case of the Yakima Artillery Range on 
the neighboring Roza division of the Yakima project, for instance, the 
Department of the Army has recently made payment into the reclama- 
tion fund to cover the entire construction obligation on the lands of 
the Roza Irrigation District which are being used for the Sm, 26 
Although, when lands within the jurisdiction of the Bureau of Recla- 
mation are taken by another Federal agency, there may sometimes 
be justification for waiving the requirement and for simply treating 
the cost assigned to the lands as nonreimbursable, there is less reason 
for doing so when the agency is non-Federal. 
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The lands of the Kittitas division acquired for the Ellensburg Air- 
port total about 1,420 acres, of which approximately 1,293 are irri- 
gable. The lands in question were acquired in two transactions. One 
area (640 acres, of which 634 are irrigable) was acquired by Kittitas 
County in 1941 for the development as a municipal airport. The 
development was financed by the Civil Aeronautics Administration 
which found it to be necessary for national defense. In a letter dated 
September 10, 1941, to the district the county requested “that the 
land be relieved of any further assessments by your district, at least 
during the present national emergency.” The district board of di- 
rectors on the same date resolved “that said tract shall not be included 
in the assessment roll of said district for the year 1942 and shall con- 
tinue to be omitted from future assessment rolls during said national 
emergency.” On November 6, 1941, in a letter to the Bureau of 
Reclamation, the district requested ‘‘that all of the irrigable acreage 
in section 24-18-18 be excluded from payment of construction charges 
during the national emergency.” 

On April 6, 1942, Kittitas County requested that the lands in 
question be excluded from the district. The next day the district 
requested the Secretary of the Interior to consent to such exclusion 
with the understanding ‘‘that such exclusion will in no way effect 
[sic] the total obligations due the Government for the canal and stor- 
age construction charges.” The consent was given on October 15, 
1942, on the basis of a further resolution of the board of directors of 
the Kittitas district which contained the following paragraph: 

“‘ And be it further resolved, That such exclusion will in no way effect 
[sic] (a) the gross amount payable to the United States by the district 
on a crop-return basis, it being understood that the amounts of the 


annual crop-basis installments are to be determined under the pro- 
visions of the contract, as amended, between the United States and 
the district dated December 19, 1925, for the oo area remaining 


in the district after said land is excluded, or (b) either the gross amount 
payable or the amounts of the annual installments, payable by the 
district to the United States under the district’s contracts for the 
purchase of storage water.” 

An additional 780 acres of land (of which about 659 were classified 
as irrigable) lying within the Kittitas district and adjacent to the tract 
just discussed were acquired by the War Department for military 
airport use in 1943 or 1944. These lands were acquired by condem- 
nation. The Kittitas district was joined as a party defendant in the 
action, but we are not informed whether the Kittitas district was 
reimbursed for its lien on the land (United States v. Aho, 68 F. a 
358 (D.C., Oreg., 1944), United States v. Florea, 68 F. Supp. 367 (D.C., 
Oreg., 1945)). These lands have never been excluded from the dis- 
trict. In 1948, the United States transferred title to them to Kittitas 
County with a clause providing for reversion to the Government in 
the event of national emergency. It is our understanding that ap- 
proximately 146 acres have been returned to irrigated farming use 
and that the remainder is being operated as a part of the airport by 
the municipality. 

If, after consideration of these facts, your committee concludes that 
a reduction should be allowed in this instance, we recommend that the 
material in the bill beginning at line 3, page 1, and continuing through 
page 2, line 2, be revised to read along these lines: 
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“(a) The Secretary shall deduct from the repayment obligation of 
the Kittitas Reclamation District, Washington, and from the cost of 
the Kittitas division of the Yakima Federal reclamation project, 
$158,558 or such portion thereof as he shall determine properly repre- 
sents canal and distribution system costs associated with one thousand 
two hundred and ninety-three and four-tenths acres of Kittitas division 
lands utilized for the Ellensburg Airport. 

“(b) The amount deducted as provided in section (a) of this section 
shall be charged off as a permanent loss to the reclamation fund, but 
no adjustment shall be made by the United States by reason of such 
deductions with any individual landowner by way of refund of, or 
credit on account of, sums heretofore paid, repaid, returned, or due 
and payable to the United States, by way of exchange of land, or by 
any other method.” 

it it is so amended, section 2 of the bill becomes unnecessary. 

Item (2) of section 1 of S. 258 proposes a deduction from the reim- 
bursable costs of the Kittitas division amounting to $1,468,156 ‘“‘or 
such amount as represents the construction costs, as determined by 
the Secretary of the Interior, against twelve thousand one hundred 
and fifty-one acres of unproductive land in such division.” We believe 
there is little merit in this proposal and recommend that it be deleted 
from the bill. We point out, moreover, that our studies indicate the 
correct acreage to be 11,462. 

The writing off of these construction charges was explored in 1949 
in connection with the amendatory repayment contract then being 
negotiated with the Kittitas Reclamation District. No writeoff of 
construction cost was found justifiable. It was found, rather, that 
the irrigation facilities serving the district were being used to full 
capacity by the district and that no excess capacity existed which 
could be attributed to the elimination of lands from the irrigable area 
of the district. The effect on repayment capacity of the reduction in 
irrigable area, however, was recognized and compensated for in estab- 
lishing the annual construction installments under the district’s 
amendatory repayment contract. This contract was approved by 
the act of May 6, 1949 (63 Stat. 62, 64). 

At the request of the district the matter was reviewed in 1953. 
The regional director of the Bureau of Reclamation at Boise, Idaho, 
arranged for the making of a field investigation to determine whether 
or not there existed excess capacity which could justify a recommenda- 
tion for the writing off of project construction costs. It was recog- 
nized that if excess capacity did in fact exist, a reduction in the total 
repayment obligation of the district might be justified, the net effect 
of which would be to shorten the payout period. The regional 
director, following his reinvestigation of this matter, reported sub- 
stantially that there was no excess capacity and that there had been 
no abandonment of canals, laterals, or other project facilities attrib- 
utable to land reclassification on which to base a recommendation for 
a writeoff of construction costs. The matter has been rereviewed 
since that time with the same conclusion. 

In presenting the 1949 amendatory contract to the Congress, it was 
determined, in accordance with requirements of section 7 of the 
Reclamation Project Act of 1939, that the contract provided a fair and 
equitable solution of the repayment problems of the district. The 
district, without apparent difficulty, has made all payments coming 
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due under the amendatory contract. In view of this fact and the 
absence of excess capacity in the canal and lateral system, we recom- 
mend _ the provisions of the bill relating to this matter be not 
enacted. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


Executive OFrFicE oF THE PRESIDENT, 
BurEAv OF THE BupGET 


Washington, D.C., March 24, 1959. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuarrman: This is in reply to your letter of Janu- 
ary 19, 1959, requesting the views of the Bureau of the Budget on S. 
258, a bill to provide for certain reductions in the reimbursable con- 
struction cost of the Kittitas division of the Yakima reclamation 
project, Washington. 

S. 258, if enacted, would direct the Secretary of the Interior to make 
reductions in the repayment obligations of the Kittitas division, 
Yakima Federal reclamation project, consisting of $158,558 or such 
amount as the Secretary determines represents construction costs 
against land removed from an irrigable status as a result of the con- 
struction of the Ellensburg Airport by the U.S. Army, and $1,468,156 
or such amount as represents the construction costs against certain 
wenrs lands in the division. 

he Department of the Interior, in a letter to your committee con- 
cerning S. 258 dated February 26, 1959, takes no position with respect 
to the first reduction, and recommends against the latter. We are in 
accord with the position of the Department on these proposals. 

Accordingly, the Bureau of the Budget recommends against enact- 
ment of the bill in its present form. 

Sincerely yours, 
Puiu S. HuauHes, 
Assistant Director for Legislative Reference. 


O 
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86TH CONGRESS t SENATE | REpPoRT 
1st Session No. 615 


PROVIDING FOR THE APPORTIONMENT BY THE SECRE- 
TARY OF THE INTERIOR OF CERTAIN COSTS OF THE 
YAKIMA FEDERAL RECLAMATION PROJECT 


Avucust 4, 1959.—Ordered to be printed 


Mr. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


|To accompany H.R. 3335] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 3335) to provide for the apportionment by 
the Secretary of the Interior of certain costs of the Yakima Federal 
reclamation project, and for other purposes, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 


AMENDMENTS 


Page 1, at end of line 8 insert the following: 


The difference between the amounts previously author- 
ized by such 1914 and 1940 statutes to be appropriated and 
credited to the reclamation fund and the amount of the cost 
assigned to the Wapato Indian irrigation project pursuant 
to this Act is hereby authorized to be appropriated out of any 
funds in the Treasury not otherwise appropriated, and to be 
credited to the reclamation fund. Such difference shall be 
made available in amounts not to exceed $20,000 annually. 


_ Page 1, line 9, strike the words “If the remainder” and insert in 
lieu thereof the following: 


If the amount not assigned to the Wapato Indian irrigation 
project pursuant to this Act 
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TEXT OF THE BILL 





The text of the bill, as amended, is as follows: 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
Secretary of the Interior shall determine the portion of the 
cost of constructing the water supply works of the Yakima 
Federal reclamation project whieh is properly assignable to 
the furnishing of water, as provided by the Acts of August 1 
1914 (38 Stat. 582, 604), and July 1, 1940 (54 Stat. 707), to 
the Wapato Indian irrigation project. The difference be- 
tween the amounts previously authorized by such 1914 and 
1940 statutes to be appropriated and credited to the recla- 
mation fund and the amount of the cost assigned to the 
Wapato Indian lrrigation Project pursuant to this Act is 
hereby authorized to be appropriated out of any funds in 
the Treasury not otherwise appropriated, and to be credited 
to the reclamation fund. Such difference shall be made avail- 
able in amounts not to exceed $20,000 annually. If the 
amount not assigned to the Wapato Indian irrigation project 
“nero to this Act is less than the sum of the obligations 

eretofore undertaken with respect to water supply construc- 
tion costs by the water users’ organizations of the Yakima 
project, including the obligation of the Bureau of Indian 
Affairs with respect to two hundred and fifty thousand acre- 
feet of water for the “B” lands of the Wapato Indian irriga- 
tion project, the Secretary shall make such reduction in the 
obligation of those organizations as he finds to be proper to 
carry out the provisions of their contracts relating to reduc- 
tions to conform the obligation to the Secretary’s final deter- 
mination of the cost of constructing said facilities. 


PURPOSE AND COST 





H.R. 3335 provides for certain adjustments of the construction 
costs of the storage division of the Yakima Federal reclamation 
project, Washington, which are charged to the water users’ organiza- 
tions, and satablahes the amount to be allocated to supplying water 
for the Wapato Indian irrigation project. The adjustments will be 
based on a uniform assessment of construction costs of the storage 
division. Each contractor or organization will pay exactly the 
same for water. ‘The legislation provides for full repayment of the 
construction costs except the costs allocated to the Wapato Indian 
irrigation project which are nonreimbursable. The nonreimbursable 
costs previously authorized to be allocated to the Wapato project 
total $3,060,000. The actual costs, however, are $3,557,103.85, a 
difference of $497,103.85. 

This legislation is needed to supplement and clarify the authority 
of the Department of the Interior to make the adjustments and to 
permit the Department to handle them all as aay simultaneously 
as possible in order to be sure that all parties are satisfied and that 
disagreements on the part of any of them will not affect the credits 
to be given the others. 
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OBJECTIVES OF THE BILL 


Construction of the storage division of the Yakima project has been 
completed and the net cost to the Government has been determined 
to be $10,079,622.23. Provision for the return of this cost is made in 
42 separate contracts, including agreements between the Bureat. of 
Reclamation and Office of Indian Affairs with respect to supplying 
water for the Wapato Indian irrigation project. The arrangement 
with the Office of Indian Affairs calls for reimbursement of the reclama- 
tion fund with nonreimbursable money appropriated for that purpose. 
The face values of these contracts add up to $10,087 ,422.45, or slightly 
in excess of the total cost. The contracts may be grouped in three 
categories: (1) fixed value contracts; (2) Wapato Indian irrigation 
ape arrangements; and (3) adjustable contracts. 

he fixed-value contracts provide for payment of sums certain and 
therefore are not subject to adjustment. They involve an amount of 
$1,332,216.45, all of which has already been paid. In determining the 
amount subject to adjustment, therefore, the amount involved in the 
fixed-value contracts is deducted from the total cost of the storage 
division, leaving $8,747 ,405.78 to be distributed between the Wapato 
Indian irrigation project and the adjustable contracts. In order to 
allocate this amount equitably, the Secretary of the Interior, under 
this legislation, will divide it by the total water rights covered by the 
contracts and apply the resulting cost of $5.99-plus per acre-foot to 
the contracting parties and to the Indian project. Application of this 
figure to the entitlements of the users under the Yakima roject 
results in an allocation of $3,557 ,103.85 to the Wapato Indian irrigation 
project and $5,190,301.93 to the remaining 19 contractors. 

Since repayment agreements presently in effect covering the 
Wapato Indian irrigation project call for the total payment of 
$3,060,000 and the total face value of the 19 adjustable contracts is 
$5,695,226, it is apparent that the proposed adjustments will result 
in an increase in the obligation of the nets project and a decrease 
in the overall repayment obligations of the other users. 

Prior appropriation authorizations were intended to provide non- 
reimbursable funds to cover the cost of furnishing the water to which 
the Indian project is entitled as a matter of right. H.R. 3335 pro- 
vides for the assignment to the Indian project of its proper share of 
the actual construction costs, but it makes no provision for the 
reimbursement of the reclamation fund for the portion of the cost 
that exceeds the nonreimbursable amounts previously authorized. 
The committee amendment provides this authority. 


RECOMMENDATION OF COMMITTEE 


It appears to the committee that the adjustments of the construc- 
tion costs of the storage division of the Yakima project which would 
be made if this legislation is enacted are proper and equitable. There- 
fore, the Committee on Interior and Insular Affairs recommends 
that H.R. 3335 be enacted. 


59004°—59 SS. Rept., 86-1, vol. 476 
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DEPARTMENT REPORT 


The report of the Department of the Interior, recommending enact- 
ment of H.R. 3335, is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 26, 1959. 
Hon. Wayne N. ASPINALL, 
Chairman, Committee on Interior and Insular Affairs, House of Repre- 
sentatives, Washington, D.C. 

Dear Mr. Asprinatu: A report has been requested from this De- 
eae on H.R. 3335, a bill to provide for the appointment by the 

ecretary of the Interior of certain costs of the Yakima Federal 
reclamation project, and for other purposes. 

We recommend that this bill be enacted. 

H.R. 3335, if enacted, would provide for certain adjustments of 
the construction costs of the storage division of the Yakima project 
which are to be charged to the water users’ organizations. The 
principal problem involved concerns the amount to be allocated to 
supplying water for the Wapato Indian irrigation project and the 
effect of this allocation on the other water users under the Yakima 
Prete 

onstruction of the storage division of the Yakima project has been 
completed. This division consists of six dams and reservoirs— 
Bumping Lake, Cle Elum, Clear Creek, Kachess, Keechelus, and 
Tieton. Although not yet finally approved, the accounts of the 
storage division have been reviewed and analyzed by the Bureau of 
Reclamation and it has been determined that, deducting costs which 
were financed witb contributed funds and excluding rehabilitation 
and betterment costs which were financed separately from construc- 
tion, the net cost to the Government of constructing the division is 
$10,079 ,622.23. 

Provisions for the return of the cost of the storage division is made 
in 42 separate contracts the term “contracts” bemg used herein to 
describe contracts proper agreements between the Bureaus of Recla- 
mation and Indian Affairs and the provisions of the acts of August 1, 
1914, and July 1, 1940, cited in H.R. 3335. The face values of these 
contracts add up to $10,087,422.45. 

These contracts may for convenience of discussion be grouped in 
three categories: 

(1) Fixed-value contracts.—The contracts in this group 20 in 
number all provided for payment of sums certain. The entire 
amount involved ($1,332,216.45) has been paid. 

(2) Wapato Indian irrigation project arrangements.—The first of 
these arrangements is set forth in the act of August 1, 1914, directing 
the Secretary of the Interior to furnish a minimum of 720 second-feet 
of water to the Wapato project and providing for the payment of 
$635,000 into the reclamation fund therefor. The act of July 1, 1940, 
confirmed a further agreement between the Bureau of Reclamation 
and the Bureau of Indian Affairs to increase the amount of water 
available for the Wapato project by 100,000 acre-feet per year. It 
provided for payment of $800,000 to the reclamation fund for this 
purpose. A third arrangement the latest version of which is contained 
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in an agreement between the two Bureaus approved October 23, 1943, 
calls for the delivery of 250,000 acre-feet of water per annum for the 
so-called B lands on the Wapato project at an estimated cost of 
$1,625,000 which amount, however, is subject to adjustment, upward 
or downward, to fit actual cost. The three amounts just set out total 
$3,060,000, of which $2,510,171 had been paid into the reclamation 
fund as of December 31, 1958. 

(3) Adjustable contracts—Each of the contracts in this group, 19 
in number, calls for a certain payment based upon the then-estimated 
cost of construction with provision for adjustment upon determination 
of the actual cost of construction. Most of them provide for an 
adjustment either upward or downward, a few for adjustments down- 
ward only. The total face value of the contracts in this group is 
$5,695,226. Twelve of the smaller contracts ($371,429) have paid 
out in terms of their face values. The remainder are still paying. 
The contracts in this group fall into two subgroups: (a) those written 
under the Warren Act, and (6) those not so written. A principal 
difference between the two is that the former will not share in certain 
net credits which are applicable to the latter. These net credits 
amount to approximately $103,000. 

Since actual construction costs, as has already been pointed out, 
are less than the face value of the contracts, certain adjustments are 
called for. Deducting from the total cost of $10,079,622.23 stated 
above the $1,332,216.45 provided for in the fixed-value contracts, the 
remainder to be distributed among the others is $8,747,405.78. This 
amount, divided by the total water rights covered by the contracts, 
results in a cost of $5.9963 per acre-foot to the contracting parties. 
Application of this figure to the entitlements of the water users on the 
Wapato project under the acts of Congress and other arrangements 
mentioned above results in an allocation of $3,557,103.85, compared 
with the $3,060,000 stated under (2) above. These two figures are 
the totals of the following: 


Unadjusted | Adjusted 


$635, 000 | $1, 458, 400, 75 
800, 599, 629. 48 
1, 625,000 | 1, 499, 073. 62 


Deducting $3,557,103.85 from the Yakima storage division con- 
struction costs which have not already been covered by fixed value 
contracts leaves a cost of $5,190,301.93 for the remaining lands as 
compared with an adjusted contract coverage of $5,695,226. The 
difference, $504,924.07, is properly applicable to adjustments in the 
contracts covering these lands. In the case of one contract (that 
with the Naches-Selah Irrigation District) application of the $5.9963- 
rate calls for a slight upward adjustment (that is, from $26,380 to 
$26,899.38). In the case of 17 contracts, application of this rate 
results in a downward adjustment varying between a minimum of 
$300.74 (Zillah Irrigation District) and a maximum of $172,267.29 
(Kittitas Reclamation District). The 19th contract, that with the 
Kennewick Irrigation District, calls for 2 classes of payments—one 
that is based on a stated quantity of water, the other that depends on 
an option to take an additional quantity of water; until the option 
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is exercised or passed by, the effect of application of the $5.9963 rate 
on this contract cannot be fully determined. All of these estimates 
are exclusive of the net credits to which certain contracting organiza- 
tions are entitled and are subject to revision upon final review and 
approval of the report of the Bureau of Reclamation heretofore 
mentioned. As has already been stated, the adjustments to be made 
under these contracts are interdependent. It will be necess for 
this Department to handle them all as nearly simultaneously as 
possible in order to be sure that all parties are satisfied and that 
disagreements on the part of any of them will not affect the credits 
to be given the others. 

H.R. 3335 would supplement and clarify the authority of this 
Department to make the adjustments which appear to be called for 
under the Yakima contracts proper and under the 1943 Wapato 
agreement. Adjustments of the storage costs chargeable to all lands 
under the contracts described in (2) and (3) above seems to us to be 
a and equitable. We therefore recommend enactment of 

-R. 3335. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 


Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


O 
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86TH CONGRESS t SENATE { Report 
1st Session No. 616 


BOUNDARY REVISION, ZION NATIONAL PARK, UTAH 


Avucust 4, 1959.—Ordered to be printed 


Mr. Moss, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 713} 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 713) to revise the boundaries of the Zion National 
Park in the State of Utah, and for other purposes, having considered 
the same, report favorably thereon, with amendments, and recom- 
mend that the bill, as amended, do pass. 

The amendments are as follows: 

At page 2, line 16, change the word “end” to “and”. 

At page 2, line 22, change the word “an” to “and”. 


PURPOSE OF S. 713 


The boundary revisions proposed by the reported bill would facili- 
tate the preservation, protection, and administration of Zion National 
Park ae the outstanding scenic and geological features which exist 
therein. Under this bill, apntonisiatery 3,420 acres would be added 
to the park. Of this, approximately 1,416 acres are in Federal 
ownership and the remainder, 2,004 acres, is privately owned. It has 
been estimated that the cost of the acquisition of the privately 
owned lands within the proposed additions will be about $60,000. 

The various seieae adjustments in the park’s boundaries are 
explained in the report set forth below which was received from the 
Department of the Interior. 
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AGENCY REPORTS 


U.S. DeparTMEeNntT oF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 15, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

Dear Senator Murray: Your committee has requested a report 
on S. 713, a bill to revise the boundaries of the Zion National Park in 
the State of Utah, and for other purposes. 

We recommend the enactment of S. 713, and further suggest two 
minor perfecting amendments. 

This bill ania authorize the addition of approximately 3,420 acres 
of land lying near to the south entrance of the park, and certain bound- 
ary revisions. 

The Zion National Park contains a grandeur of colorful canyons 
and mesa scenery that ranks high among the superlative scenic areas 
in the world. It is noted for its deep, narrow canyons, sheer rock 
walls, and impressive individual rock masses such as the Great White 
Throne. The lavish display of color found there sets this area apart 
from all similar geological phenomena perhaps more than any other 
single feature. Moreover, there are few aren that possess such 
superb examples of faulting, upheavals, settlements, warpings, vol- 
canism, and other erosional manifestations. The plants and animals 
of the Zion National Park demonstrate many phases of environmental 
development that show the influence of these geological processes. 

The boundary adjustments proposed by S. 713 would facilitate the 
abr espa protection, and administration of these spectacular geo- 
ogical features and make them more accessible to visitors. 

One revision proposed involves a relocation of the northeast bound- 
ary of the park which would result in the addition of about 1,480 
acres of land. The addition of these lands would make possible the 
preservation of a notable terraced lava field and would provide lands 
needed for an access road to the Lava Point Fire Lookout Station. 
Kolob Creek, thereby, would become the natural boundary of a por- 
tion of the park in this area and would also be available as an eco- 
nomical source of water for the nearby ranger station. 

The bill would further authorize the addition of about 1,260 acres 
of land lying near the south entrance to the park. Some of this land, 
lying east of the Virgin River, is suitable for development as a resi- 

ential and utility area, if future studies justify removal of the present 
development from the scenic Oak Creek Canyon. If not utilized for 
this purpose, it would be available for expansion of the adjoining 
campground. Other lands at the south entrance are needed as a 
protective area for the south face of the West Temple which is a 
feature already in the park. 

A third boundary adjustment involves the addition of about 640 
acres on the west side of the park. These lands provide the most 
feasible route for a proposed road that would give access to significant 
features in this section of the park. The remaining proposed boundary 
revision, in the northwest corner of the park, involves the exclusion of 
ecesneesety 4% acres of land to facilitate the realinement of U.S. 

ighway 91 and the inclusion of about 40 acres lying east of such 
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relocated highway. Thereby, the easterly right-of-way line of U.S. 
Highway 91 would become the boundary of the park throughout 
section 29, township 38 south, range 12 west. Under authority con- 
tained in the bill, the Secretary would be authorized to convey to the 
Utah State Road Commission the lands required as a right-of-way 
for U.S. Highway 91, in exchange for which the State of Utah would 
agree to construct an interchange that would provide vehicular access 
between that highway and the Zion National Park. 

Hearings were held in Cedar City, Utah, on June 12, 1957, at which 
time the boundary adjustment proposals planned for the Zion National 
Park were presented, along with those for the Arches and Capitol 
Reef National Monuments. The public reaction to these proposals 
was favorable. 

Approximately 1,416 acres of the land area included in the proposed 
additions are in Federal ownership and the remainder, about 2,004 
acres, is privately owned. It has been estimated that the cost of 
acquisition of the privately owned lands within the proposed additions 
would be about $60,000. 

We would suggest two minor perfecting amendments, one on page 
2, line 16, where the word ‘‘end” be changed to “and’’, and on page 2, 
line 22, where the word “an” be changed to “and”’. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGEt, 
Washington, D.C., June 8, 1959. 


Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Wa:hington, D.C. 

My Dear Mr. Cuarrman: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 713, a bill to 
revise the boundaries of the Zion National Park in the State of Utah, 
and for other purposes. 

The report which the Secretary of the Interior is submitting on this 
bill sets forth the reasons for the desired boundary revisions, and other 
details concerning the proposed land transfer and acquisition. 

This Bureau concurs in the views expressed in that report and 
accordingly would not object to the enactment of S. 713. 

Sincerely yours, 
Puiuup S. Hueues, 
Assistant Director for Legislative Reference. 


O 








Calendar No. 617 


861TH CONGRESS SENATE : Report 
1st Session No. 617 


ABRAHAM LINCOLN BIRTHPLACE NATIONAL HISTORIC 
SITE 


Avcust 4, 1959.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 1448} 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1448) to change the name of the Abraham Lincoln 
National Historical Park at Hodgenville, Ky., to Abraham Lincoln’s 
Birthplace, having considered the same, report favorably thereon with 
amendments and recommend that the bill, as amended, do pass. 

The amendments are as follows: 

At lines 4-5 and 9-10, strike the words ‘Abraham Lincoln’s Birth- 
place”’ and insert in lieu thereof the words “Abraham Lincoln Birth- 
place National Historic Site.” 


BACKGROUND OF LEGISLATION 


Abraham Lincoln was born on February 12, 1809, on a farm in 
Hardin County, Ky. Later Larue County was established and 
Lincoln’s birthplace now is located in Larue County, a few miles from 
the county seat at Hodgenville, Ky. On the original farm the cabin 
believed to be the one in which Lincoln was born still stands in a 
marble memorial. 

In 1916 Lincoln’s birthplace was made a national park and was 
named Abraham Lincoln Netieasl Park by the act of July 17, 1916 
(39 Stat. 385). Later this name was changed to the Abraham 
Lincoln National Historical Park by the act of August 11, 1939 (53 
Stat. 1405). 

It is the belief of the sponsors of S. 1448 that this unit of our national 
parks system should be designated as Abraham Lincoln’s Birthplace 
to distinguish it from the many parks and shrines which mark Abraham 
Lincoln’s life. The committee agrees that the birthplace of our 16th 
President, the sesquicentennial of whose birth we are celebrating this 
year, should be more descriptively designated rather than generally 

34006 





2 ABRAHAM LINCOLN BIRTHPLACE NATIONAL HISTORIC SITE 


labeled. It is the committee’s judgment that the desired objective 
can be accomplished through this bill, as amended. The amend- 
ments adopted were suggested by the Department of the Interior in its 
report to the committee, which is set forth below. 


DEPARTMENTAL REPORT 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 9, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


Dear Senator Murray: Your committee has requested a report 
on S. 1448, a bill to change the name of the Abraham Lincoln National 
Historical Park at Hodgenville, Ky., to Abraham Lincoln’s Birthplace. 
. hia recommend the enactment of S. 1448, if amended as suggested 

elow. 

The purpose of this bill, as stated in the title, is to change the name 
of the Abraham Lincoln National Historical Park at Hodgenville, Ky., 
to a more descriptive one, that of Abraham Lincoln’s Birthplace. 

The National Park Service has drawn up a classification list of the 
various areas which it administers, giving each a uniform adminis- 
trative title which will better reflect the type of area involved. When- 
ever possible this Department has recommended changes of name to 
reflect this classification system. Ultimately it is desired that this 
system will cover all areas administered by the Park Service so that 
each area name will reflect and indicate the type of area administered. 

While the proposed change of name in S. 1448 does more clearly 
identify Lincoln’s association with the area, it does not reflect the type 
of area involved, nor does the existing name. 

We suggest, therefore, that the bill be amended by striking the 
words “‘Abraham Lincoln’s Birthplace” wherever they appear in the 
bill, and by inserting in their place the following words, ‘‘Abraham 
Lincoln Birthplace National Historic Site.” 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
RoGer Ernst, 
Assistant Secretary of the Interior. 


O 





Calendar No. 618 


86TH CONGRESS t SENATE Report 
1st Session No. 618 


EXTENDING THE GROUNDS OF THE CUSTIS-LEE 
MANSION IN ARLINGTON NATIONAL CEMETERY 


Avucust 4, 1959.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 5138} 


The Committee on Interior and Insular Affairs to whom was referred 
the bill (H.R. 5138) to extend the grounds of the Custis-Lee Mansion 
in Arlington National Cemetery, having ccnsidered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE 


H.R. 5138 authorizes and directs the Secretary of the Army to 
transfer to the jurisdiction of the Secretary of the Interior approxi- 
mately 0.76 acre of land within the Arlington National Cemetery 
lying immediately south of the Custis-Lee Mansion for the purpose 
of extending the grounds to the mansion. 

The particular land historically was a garden area on the south side 
of the Custis-Lee Mansion as shown by a document entitled, ‘History 
of the Flower Garden, Custis-Lee Mansion,” submitted by the De- 
partment of the Interior during the committee hearings on this meas- 
ure. This historical monograph is part of a study completed by Dr. 
Murray H. Nelligan, who served as Park Historian of the National 
Capital Parks and is now Chief of Interpretation, region 5, National 
Park Service. 

The addition of this tract to the mansion grounds will result in the 
extension of the south boundary of the mansion site from a present 
distance of 59 feet south of the mansion building to a distance of 276 
feet south of the building. 

NEED 


The enactment of H.R. 5138 would allow the Department of the 
Interior, through the National Park Service, to carry out plans which 
have been developed over some time for the completion of the physical 
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layout of the mansion. These plans were initiated by the Quarter- 
master General of the Army before the administration of the mansion 
was transferred to the Department of the Interior. 

The particular property which would be transferred contains no 
graves. The only structure on the tract is the Temple of Fame 
which was erected about 1884 under the auspices of the Daughters of 
the American Revolution. The Department of the Interior repre- 
sentative has testified that the Temple of Fame will be maintained as 
it now exists should this measure be enacted. 


COST 


The transfer of administration of this real estate will involve no 
cost to the United States and no transfer of funds is involved between 
the Departments. However, there will be an expense estimated at 
$15,000 in placing the garden area into the desired condition. Also 
one additional gardener, or equivalent in services, will be needed to 
be added to the staff of the Custis-Lee Mansion to care for this 
addition. 

The Department of the Interior has submitted information indi- 
cating that in the last fiscal year for which information is available 
the total revenue from admission charges to the Custis-Lee Mansion 
was $36,691.25 and maintenance and operation costs for the same 
period were $79,859.25. 


DEPARTMENTAL REPORTS 


The Department of the Army on behalf of the Departmentof 

Defense offers no objection to enactment of H.R. 5138. 
The Department of the Interior recommends enactment. 
The reports of the Departments follow: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 13, 1959. 
Hon. Wayne N. ASPINALL, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 


Dear Mr. Asprnati: This is in response to the request of your 
committee for the views of this Department on H.R. 5138, a bill to 
extend the grounds of the Custis-Lee Mansion in Arlington National 
Cemetery. 

The Department recommends enactment of H.R. 5138. 

The provisions of H.R. 5138 accord with the views of the Depart- 
ment with regard to the future development of the Custis-Lee Man- 
sion area. It would provide for transfer by the Secretary of the 
Army to the Secretary of the Interior, without remuneration, as an 
extension of the mansion grounds, an area set forth by metes and 
bounds. 

It would allow completion of the physical layout of the mansion. 
This section of ground now surrounded on two sides by burials was 
originally the flower garden of the mansion, with a summerhouse 
located in the center where now stands the Temple of Fame. The 
plans of the Department for the development of this area represent 
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a continuation of the plans of the Quartermaster General which were 
developed at the time Arlington was being restored by that office. 
Thus it was contemplated years ago to restore the gardens and the 
kitchen which formerly pertained to the mansion. It was observed 
at that time that the flower garden had been to the south of the 
mansion including the area in which is located the Temple of Fame. 
The kitchen garden was formerly at the north of the mansion and 
included an area in which at a later date a greenhouse and potting 
lant had been erected. The area to the north of the mansion has now 
~— restored as a garden, the greenhouse having been removed, and 
the potting plant having been remodeled to house the Custis-Lee 
Mansion Museum. The restoration of the flower gardens at the south 
will help to round out complete development. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


DEPARTMENT OF THE ARMY, 
Washington, D.C., May 7, 1959. 
Hon. Wayne N. ASPINALL, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear Mr. CHarrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 


respect to H.R. 5138, 86th Congress, a bill to extend the grounds of 
the Custis-Lee Mansion in Arlington National Cemetery. The 
Secretary of Defense has delegated to the Department of the Army 
the responsibility for expressing the views of the Department of 
Defense thereon. 

The purpose of the bill is to authorize and direct the Secretary of 
the Army to transfer to the jurisdiction of the Secretary of the Interior, 
without remuneration, approximately 0.76 acre of land within the 
Arlington National Cemetery lying immediately south of the Custis- 
Lee Mansion for the purpose of extending the grounds of the mansion. 

The Department of the Army on behalf of the Department of 
Defense interposes no objection to the above-mentioned bill. 

During the 85th Congress when H.R. 9231, a similar bill, was under 
consideration the Department of the Army and the Department of 
the Interior held informal discussions on the transfer of the land in- 
volved. These discussions have culminated in agreement on the use 
of the land and the Department of the Army expressed no objection 
to transfer of the land described in H.R. 5138, 86th Congress to the 
jurisdiction of the Department of the Interior. 

_ The enactment of this legislation will cause no apparent increase 
in the budgetary requirements of the Department of Defense. 

Inasmuch as the committee has requested that the report be 
expedited, it is submitted without a determination by the Bureau of 
the Budget as to whether or not it conforms to the program of the 
President. _As soon as such advice is received it will be forwarded to 
your committee, 
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This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 
Sincerely yours, 
Witper M. Brucker, 
Secretary of the Army. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H.R. 5138 without amendment. 


O 
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86TH CONGRESS t SENATE / REPoRT 





1st Session No. 619 








PERMITTING THE PROCESSING OF CERTAIN APPLICATIONS 
UNDER THE SMALL TRACTS ACT FOR LANDS INCLUDED IN THE 
CARIBOU AND TARGHEE NATIONAL FORESTS BY THE ACT OF 

AUGUST 14, 1958 


August 4, 1959.—Ordered to be printed 


Mr. Cuurcu, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 3682] 





The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 3682) to permit the processing of certain 
applications under the Small Tracts Act for lands included in the 
Caribou and Targhee National Forests by the act of August 14, 
1958, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE 























The purpose of H.R. 3682 is to authorize the Secretary of the 
Interior to sell or lease, under the Small Tracts Act (52 Stat. 609, 
43 U.S.C. 682-682e), as amended, certain lands which were added 
to the Caribou and Targhee National Forests in the State of Idaho 
by the act of August 14, 1958 (72 Stat. 607). The lands in question 
are those for which applications were pending in the Department of 
the Interior on March 28, 1957, the date on which S. 1748, 85th 
Congress, which became the act of August 14, 1958, was introduced in 
the Senate. If H.R. 3682 is enacted, the Secretary will be authorized 
to grant or reject these applications on the basis of the same standards 
which he would have applied had the 1958 act not become law. 

Enactment of H.R. 3682 will also authorize the Secretary to grant 
or reject, as under the Small Tracts Act and in accordance with 
the same standards, an application for one additional small tract if 
such application is filed not later than July 1, 1960, by the person 
who had an application pending on March 28, 1957, under the Iso- 
lated Tracts Act, as amended (R.S. 2455, 43 U.S.C. 1171), for a larger 
area identified in the bill. 
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NEED 


At the time the bill which became the 1958 act was introduced in 


the 85th Congress, there were pending before the Department of the . 


Interior 22 applications for the lease or sale of land under the Small 
Tracts Act and one application under the Isolated Tracts Act. Al- 
though section 4(a) of the 1958 act expressly provided that nothing 
contained in it should be construed ‘‘to diminish or in anywise affect 
any valid rights in or to, or in connection with,” the lands which were 
being covered into the Caribou and Targhee National Forests, no 
provision was made for preserving the status of the pending applica- 
tions or for permitting the Secretary of the Interior to decide to accept 
or reject them on their own merits. 

The committee agrees that, even though the small tract applicants 
had and have no legally protected interest in the lands, they were 
entitled to more consideration than they were accorded. This can 
now be given them only by the enactment of legislation which will 
restore the status quo ante and open the way for the Secretary to 
determine, without reference to the enactment of the 1958 law, whether 
the applications should be rejected or whther they should be wholly 
or partially granted. Enactment of H.R. 3682 is needed to accomplish 
this object. 

The application under the Isolated Tracts Act is somewhat different 
since it was for 320 acres which, because of the construction by the 
United States of the Palisades Reservoir in the vicinity, have prob- 
ably become far more valuable than they were before and might, if 
allowed to go to one person, result in an unjustifiable windfall. In 
view of this, the committee’s amendment to the bill allows this appli- 
cant to reapply under the Small Tracts Act and permits the Secretary 
to process the application in the same way as the others. 

he committee points out that under H.R. 3682 the Secretary of 
the Interior is not required to sell or lease the lands in question. He 
is merely authorized to grant or reject in whole or in part the various 
applications on the basis of the same standards which would have 
applied on applications in granting or rejecting them had the act of 
August 14, 1958, not been enacted. The Department of the Interior, 
in other words, may use its usual discretion in determining whether 
and to what extent and under what terms any of these tracts should 
be sold or leased. 
COST 


Enactment of H.R. 3682 will result in only minor administrative 
expenses to the Department of the Interior. If the applications are 
allowed, it will increase the Government’s revenues to a small extent. 
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DEPARTMENTAL RECOMMENDATIONS 


The no-objection reports of the Department of the Interior and the 
Department of Agriculture are set forth below: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 14, 1959. 
Hon. Wayne N. Asprnatt, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. Asprnati: This is in reply to your request for the views 
of this Department on H.R. 3682, a bill to permit the processing of 
certain applications under the Small Tracts Act for lands included in 
the Caribou and Targhee National Forests by the act of August 14, 
1958. 

We would not object to the enactment of this bill, if the Depart- 
ment of Agriculture has no objection to its enactment. 

The act of August 14, 1958 (72 Stat. 607), added certain lands in 
Idaho to the Targhee and Caribou National Forests. Section 4(a) 
of that act (72 Stat. 607, 608) stated that the sole purpose of the act 
was to subject lands within the extended boundaries of the forests 
to the laws and regulations governing the national forests and not 
to authorize the acquisition of any additional lands by the United 
States or to diminish or affect in any way valid rights applicable to 
those lands existing on the date of the statute’s approval. H.R. 3682 
would add to this subsection an additional provision to the effect 
that nothing in the act would “prejudice the sale or lease by the 
Secretary of the Interior of lands for which application under the 
act of June 1, 1938 (52 Stat. 609), as amended, was pending on March 
28, 1957.” March 28, 1957, it should be noted, was the date on which 
the act of August 14, 1958, was introduced in the Congress as S. 1748. 

A portion of the land subject to the act of August 14, 1958, was 
public land administered by the Bureau of Land Management of 
this Department on which 22 applications under the Small Tract 
Act of June 1, 1938, as amended (43 U.S.C., secs. 682-682e), were 
pending at the time of the introduction of S. 1748 which became the 
1958 act. There was one other application pending under another 
statute at that time. Accordingly, in our report of February 21, 
1958, to the chairman of the Interior and Insular Affairs Committee 
of the Senate on S. 1748 we recommended that the bill be amended 
so as to protect these applications. We had been informed that the 
inclusion of these lands was inadvertent. The Senate committee 
recommended that our proposed amendment be adopted, and S. 1748, 
as it was passed by the Senate, did include the amendment. How- 
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ever, the House Committee on Interior and Insular Affairs rejected 
the amendment, and, as the bill became law, it did not include the 
amendment which we had proposed. Consequently, we rejected the 
applications. H.R. 3682 would amend the act of August 14, 1958, to 
protect the small-tract applications, but not to protect any other 
applications. Because of the primary responsibility of the Depart- 
ment of Agriculture for the administration of the Caribou and Targhee 
National Forests, we would not approve of the enactment of this bill 
if that Department should object. However, in the absence of objec- 
tion by the Department of Agriculture, we would not oppose the 
enactment of H.R. 3682, since its provisions are generally consistent 
with our original report on S. 1748. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., May 13, 1959. 
Hon. Wayne N. ASPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 


Dear ConGressMAN ASPINALL: Reference is made to your request 
of February 2, 1959, for the views of this Department on H.R. 3682, 
a bill to permit the processing of certain applications under the Small 
Tracts Act for lands included in the Caribou and Targhee National 
Forests by the act of August 14, 1958. 

This Department would have no objection to the enactment of 
H.R. 3682. 

This bill would amend the act of August 14, 1958 (72 Stat. 607, 608), 
which added certain lands to the Caribou and Targhee National 
Forests in Idaho. The amendatory bill would enable the Secretary 
of the Interior to sell or lease the part of such lands for which applica- 
tions under the act of June 1, 1938 (52 Stat. 609), as amended, were 
pending in the Department of the Interior on March 28, 1957. By 
passage of the bill such applications may be granted or rejected in 
whole or in part in the same way that they could have been handled 
had the act of August 14, 1958, not been enacted. 

The lands which were added to the Caribou and Targhee National 
Forests consist of about 15,700 acres of Federal lands withdrawn or 
acquired in connection with the Palisades Reservoir reclamation proj- 
ect. Included among the lands added to the national forests were 
about 110 acres covered by 22 applications under the Small Tracts 
Act of June 1, 1938 (52 Stat. 609), as amended. Addition of the 
lands to the national forests removed them from operation of the 
Small Tracts Act despite the fact that the applications were pending 
at the time. As stated in our report on S. 1748 which became the 
1958 act, the character of the lands is such that they are suitable for 
national forest purposes, particularly in connection with the public 
recreation generated by the Palisades Reservoir. However, as also 
stated in that report, we would have no objection to the enactment 
of provisions which would recognize the prior filing of the applications 
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in the Department of the Interior, if the Congress concludes that it 
would be equitable to consider the applications. 
We wish to point out that in addition to the several applications 
ending under the Small Tracts Act, there was also one application 
or public sale of a tract of about 320 acres under Revised Statutes 
2455 (43 U.S.C. 1171) which authorizes public sales of isolated parcels 
of public domain. The bill would not permit processing of this addi- 
tional application by the Secretary of the Interior. This Department 
does not know if the tract covered by the additional application is 
suitable for or would be classified for public sale if it were to be proc- 
essed in accordance with the intent expressed in section 3 of the bill— 
that is, that the applications be granted or rejected, in whole or in 
part, on the basis of the same standards which would have been 
applied in granting or rejecting the applications had the act of August 
14, 1958, not been enacted. However, if any prior applications are 
to be considered, it would appear equitable to consider them all. 
The Bureau of the Budget advises that there is no objection to the 
submission of this report. 
Sincerely yours, 
(Signed) E. T. Benson, Secretary. 


COMMITTEE RECOMMENDATION 





The Committee on Interior and Insular Affairs recommends the 
enactment of H.R. 3682 as amended. 










CHANGES IN EXISTING LAW 









In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Act or Auaust 14, 1958 (72 Srat. 607,608) 


a 
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* * * * * 


Src. 4. (a) It is hereby declared that the sole purpose of this Act 
is to subject the lands referred to in the foregoing sections of this Act 
to all laws and regulations applicable to national forests, and nothing 
in this Act shall be construed to authorize the United States to acquire 
any additional lands or any interest therein, nor to diminish or in any- 
wise affect any valid rights in or to, or in connection with, any such 
lands which may be in existence on the date of enactment of this 
Act[.] nor to prejudice the sale or lease by the Secretary of the Interior 
under the Act of June 1, 1938 (52 Stat. 609), as amended, of lands for 
which applications under that Act were pending on March 28, 1957, and 
of one additional tract, not exceeding five acres, in either the south half of 
the northwest quarter of the northeast quarter of the northwest quarter, or 
the north half of the northeast quarter of the northwest quarter of the north- 
west quarter, both of section 17, township 2 south, range 46 east, Boise 
Meridian, if application for such additional tract be made not later than 
July 1, 1960, by an applicant whose application under R.S. 2456, as 
amended (43 U.S.C. 1171) for lands within the west half of the said 
section 17 was pending on March 28, 1957. 


O 
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86TH CONGRESS } SENATE | 


1st Session No. 622 


PROVIDING FOR THE ESTABLISHMENT OF A FISH 
HATCHERY IN THE STATE OF PENNSYLVANIA 


Avcust 6, 1959.—Ordered to be printed 


Mr. Scott, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


[To accompany H.R. 2398] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H.R. 2398) to provide for the establishment of a 
fish hatchery in the northwestern part of the State of Pennsylvania, 
having considered the same, reports favorably thereon without amend- 
ment and recommends that the bill do pass. 

Public hearings were held by your committee on the bill and every- 
one desiring to testify was given an opportunity to be heard. 


PURPOSE OF THE BILL 


This bill would authorize the construction of a fish hatchery. The 
area concerned includes the western parts of New York and Pennsy]l- 
vania and the northern part of West Virginia. Within this area hes 
the Allegheny National Forest, 37 miles long and 43 miles wide, 
463,179 acres in public ownership. Forest boundaries encompass an 
epee 750,000 acres containing 500 miles of streams. The 

S. Forest Service is building dams to create reservoirs within the 
National Forest to provide needed facilities for sport fishing. 

The proposed Kinzua Dam, which now has been authorized on the 
Allegheny River is expected to stabilize the flow of that river and 
or. many miles of suitable trout habitat immediately below the 

am. Natural reproduction of trout is usually negligible below dams 
which necessitates annual restocking to maintain a proper fishery. 
The dam will create a lake covering 12,000 square miles, narrow and 
deep in places, which will support a fish population. Farm ponds are 
on the increase in western New York ana Pennsylvania. The pro- 
duction of warm water species such as channel catfish would be a 
valuable addition to certain waters in the area. 
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The production of the proposed hatchery would supplement. pro- 
duction at the small existing Federal hatchery at Farnsworth and the 
State hatcheries, which will serve the increasing number of sports 
fishermen attracted by the Allegheny River Basin development. 

The establishment of this Federal fish hatchery would be in keeping 
with the primary purpose of such hatcheries: (1) To stock waters on 
lands owned or controlled by the Federal Government, and (2) to 
assist the States to fulfill fishery management obligations. 





COsT 


The cost of the hatchery is estimated at less than $1 million and the 
annual operating cost, it 1s estimated, will not exceed $90,000. 





REPORT OF THE DEPARTMENT OF THE INTERIOR 


A favorable report from the Department of the Interior is set forth 
below. 





U.S. DepartTMENT oF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., July 31, 1959. 
Hon. Warren G. MacGnvson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Dear Senator MacGnuson: Your committee has requested a re- 
port on H.R. 2398, a bill to provide for the establishment of a fish 
hatchery in the northwestern part of the State of Pennsylvania. 

We recommend the enactment of this bill. 

This bill is the same as S. 2781, of the 85th Congress, upon which 
we submitted a report to your committee, on September 25, 1957. 
Although not favoring the proposal at that time our report recognized 
a possible future need for additional hatchery facilities in the particular 
region. Wehave given further consideration to this matter and believe 
the fishing pressure in this region warrants the establishment of a 
hatchery. 

We have examined a number of sites in northwestern Pennsylvania 
to determine their value for the location of a fish-cultural station. 
Our investigations indicate that a site below the proposed Kinzua 
Dam on the Allegheny River may be suitable for this purpose. The 
water supply at this point could be taken from the reservoir at different 
elevations in order to obtain desirable temperatures for hatchery 

urposes. Our studies indicate that the establishment of such a 
count and development of the site will cost approximately $800,000. 
This cost will include the water supply and drain lines, concrete 
raceways, a hatchery building, warm-water ponds, quarters for 
personnel, site leveling and clearing, roads and parking areas, equip- 
ment, and engineering. Seven permanent employees will be required 
to operate the hatchery. The annual operating costs will be approxi- 
mately $90,000. 

This hatchery will serve an area that includes the western portions 
of New York and Pennsylvania as well as the northern part of West 
Virginia. Within this area lies the Allegheny National Forest, 37 
miles long aud 43 miles wide, encompassing approximately three- 
quarters of a million acres of land, and containing 500 miles of streams. 





ESTABLISHMENT OF A FISH HATCHERY IN PENNSYLVANIA 3 


The waters in the Allegheny National Forest as well as in contiguous 
areas are subjected to heavy fishing pressure as these waters are within 
a few hours drive from certain major cities, such as Pittsburgh, 
Buffalo, Erie, and Cleveland. Establishment of this hatchery should 
promote the highly beneficial sport of sport fishing. 

The proposed Kinzua Dam, on the Allegheny River, is expected to 
stabilize the flow of that river and to provide many miles of suitable 
trout habitat immediately below the dam. As the natural reproduc- 
tion of trout is usually negligible below major dams, the annual re- 
stocking of tailwaters is necessary to maintain a trout fishery. In this 
connection, it should be noted that the trout fishery below the major 
dams on the White River in Arkansas, as well as on the Colorado and 
Missouri Rivers has proven to be a major attraction and a valuable 
addition to the Nation’s sport fishery. The Allegheny River below 
the Kinzua Dam should be no exception. 12,000-acre reservoir that 
will be created above Kinzua Dam will be narrow and deep at the 
lower end. It will support a desirable fish population. 

This new hatchery would supplement production at the small 
Federal hatchery at Farnsworth as well as the production at State 
hatcheries. Every indication points to a continued annual increase 
in fishing pressure in western Pennsylvania. 

The Bureau of the Budget has advised that while there would be no 
objection to the submission of this report to your committee, that 
Bureau would recommend against the proposed authorization at this 
time since the status of the Kinzua Dam is in question at the moment, 
and since completion of this key factor in the justification of this 
hatchery will, in any case, involve a Phe Broeh 5 period of time, 


thereby affecting the present estimate of future needs. 


Sincerely yours, 
Ross L. Lerrier, 
Assistant Secretary of the Interior. 


O 
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86TH CONGRESS SENATE Report 
1st Session No. 623 


THEODORE ROOSEVELT DAM 


Aveust 6, 1959.—Ordered to be printed 


Mr. GotpwatTER, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8.J. Res. 25] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the Senate joint resolution (S.J. Res. 25), to change the name 
of Roosevelt Dam in Arizona to Theodore Roosevelt Dam, having 
considered the same, report favorably thereon with amendments in 
in the nature of a substitute and recommend that the joint resolution, 
as amended, do pass. 


TEXT OF RESOLUTION, AS AMENDED 
The substitute joint resolution, with amended title, is as follows: 


To change the name of Roosevelt Dam, Reservoir, and Power Plant 
in Arizona to Theodore Roosevelt Dam, Lake, and Power Plant 


Resolved by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the 
dam, reservoir, and power plant in Arizona, known as 
Roosevelt Dam, Reservoir, and Power Plant, shall hereafter 
be known as Theodore Roosevelt Dam, Lake, and Power 
Plant, and any law, regulation, document, or record of the 
United States in which such dam, reservoir, and power plant 
are designated or referred to under the name Roosevelt Dam, 
Reservoir, and Power Plant shall be held to refer to such 
dam, reservoir, and power plant under and by the name of 
Theodore Roosevelt Dam, Lake, and Power Plant. 


PURPOSE OF THE RESOLUTION 


_ The major objective of the resolution, as originally introduced, and 
its substitute is to definitely identify the dam and accessory facilities 
with the name of Theodore Roosevelt, 26th President of the United 
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States, who served from 1901 to 1909. It was during his incumbency 
that the dam and auxiliary works were authorized as major features of 
the Salt River project, one of the earliest reclamation developments 
under the Reclamation Act of 1902. This act was sponsored by 
Theodore Roosevelt and the major basic facility—Roosevelt Dam— 
was given his name on its completion in 1911. He also dedicated the 
dam on its completion on March 18, 1911. 

Subsequently, by election to the Presidency in 1932, Franklin D. 
Roosevelt’s name also became associated with reclamation, and his 
name has been linked with the reservoir behind Grand Coulee Dam 
in the State of Washington. 

Under the substitute joint resolution, the name of Theodore Roose- 
velt is definitely associated with the dam and auxiliary works of the 
major structure of the Salt River project in Arizona. 


COMMUNICATIONS FROM EXECUTIVE DEPARTMENTS 


The following communications from the Department of the Interior 
and the Bureau of the Budget relates to Senate Joint Resolution 25: 


DxEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 8, 1959. 


Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 
Dear Senator Murray: This responds to your request for the 
views of this Department on Senate Joint Resolution 25, a joint 


resolution to change the name of Roosevelt Dam in Arizona to 
Theodore Roosevelt Dam. 

This Department recommends that Senate Joint Resolution 25 be 
enacted and that it be amended as suggested herein. 

Roosevelt Dam is a major storage feature of the Salt River Federal 
reclamation project, located on the main stem of the Salt River in 
Arizona. Its construction was completed in 1911. The dam provides 
a reservoir of 1,381,600 acre-feet capacity, and a powerplant having 
an installed rating of 15,400 kilowatts. The Salt River project, in- 
cluding Roosevelt Dam, Reservoir, and Power Plant, is now operated 
and maintained by the Salt River V alley Water Users’ Association. 

It is obvious from the period of construction that the dam, reservoir, 
and powerplant were named in honor of Theodore Roosevelt, who 
was President when the Reclamation Act of 1902 (32 Stat. 388), was 
enacted. The use of the full name Theodore Roosevelt would remove 
any question as to the origin of the name of the dam, and it would 
be consistent with the designation of the reservoir formed by Grand 
Coulee Dam in the State of Washington, which is known as Franklin 
D. Roosevelt Lake. 

Inasmuch as it is sometimes customary to refer to reservoirs and 
powerplants separately from the dams with which they are physically 
associated, and since in the instant case the name Roosevelt is asso- 
ciated with the reservoir and powerplant, as well as the dam, we 
suggest that the joint resolution be amended to apply the name 
Theodore Roosevelt to all three features, and that the reservoir be 
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designated a lake. This may be accomplished by substituting for 
the provisions of the joint resolution the following: 

‘That the dam, reservoir, and power plant in Arizona, known as 
Roosevelt Dam, Reservoir, and Power Plant, shall hereafter be known 
as Theodore Roosevelt Dam, Lake, and Power Plant, and any law, 
regulation, document, or record of the United States in which such 
dam, reservoir, and power plant are designated or referred to under 
the name Roosevelt Dam, Reservoir, and Power Plant shall be held 
to refer to such dam, reservoir, and power plant under and by the 
name of Theodore Roosevelt Dam, Lake, and Power Plant.’ 

If this substitute joint resolution is adopted, the title ought to be 
amended to read ‘“To change the name of Roosevelt Dam, Reservoir, 
and Power Plant in Arizona to Theodore Roosevelt Dam, Lake, and 
Power Plant’’. 

The Board on Geographic Names has advised that, while it does 
not exercise jurisdiction over manmade features such as dams and 
powerplants, and while in general its policy is to recommend the use 
of only the surname of a person when naming a feature, in the case 
of Senate Joint Resolution 25 it concurs in the views expressed herein 
insofar as they apply to the naming of the reservoir. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 





ExeEcutIvE OrFics OF THE PRESIDENT, 
Bursav OF THE BupGeEt, 
Washington, D.C., June 3, 1959. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


My Dear Mr. Cuarrman: This is in reply to your letter of January 
26, 1959, requesting the views of the Bureau of the Budget on Senate 
Joint Resolution 25, a bill to change the name of Roosevelt Dam in 
Arizona to Theodore Roosevelt Dam. 

The Department of the Interior, in a report it is submitting to your 
eommittee, recommends enactment of the bill subject to incorpora- 
tion of a perfecting amendment. 

The Bureau of the Budget would have no objection to enactment of 
this legislation as recommended by the Department of the Interior. 

Sincerely yours, 
Puitur S. Hueues, 
Assistant Director for Legislative Reference. 


O 
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STATUE OF SENATOR PATRICK A. McCARRAN PRE- 
SENTED BY THE STATE OF NEVADA FOR THE NATIONAL 
STATUARY HALL COLLECTION 


Avaust 6, 1959.—Ordered to be printed 


Mr. Hennines, from the Committee on Rules and Administration, 
submitted the following 


REPORT 
(To accompany 8. Con. Res. 41, 8. Con. Res. 42, and 8. Con. Res. 43) 


The Committee on Rules and Administration, to whom were re- 
ferred the concurrent resolutions (S. Con. Res. 41, S. Con. Res. 42, 
and S. Con. Res. 43) providing respectively for the acceptance of, 
the temporary placement of, and the printing of the proceedings in 
connection with the dedication of the statue of the late Senator 
Patrick A. McCarran, presented by the State of Nevada for the 
National Statuary Hall collection, having considered said concurrent 
resolutions, report favorably thereon without amendment, and recom- 
mend that the concurrent resolutions be agreed to by the Senate. 


EXPLANATION OF THE RESOLUTIONS 
ACCEPTANCE OF THE STATUE 


Senate Concurrent Resolution 41 

This resolution would accept in behalf of the United States, with 
the thanks of Congress, a statue of the late Senator Patrick A. Mc- 
Carran, presented by the State of Nevada as a memorial “to one of 
its most eminent citizens, illustrious in the field of law and govern- 
ment,” as Nevada’s first contribution ' to the National Statuary Hall 
collection. 

PROCEEDINGS IN ROTUNDA 

Senate Concurrent Resolution 42 

This resolution would authorize the temporary placement of the 
statue of Senator McCarran in the rotunda of the Capitol and the 
holding of appropriate ceremonies under the supervision of the 
Architect of the Capitol. 


i, Pursuant to tbe act of July 2, 1864 (Rev. Stat., sec. 1814; 40 U.8.C. 187), 
34009 
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PRINTING OF PROCEEDINGS 






Senate Concurrent Resolution 48 


This resolution would authorize the printing as a Senate document 
offthe proceedings at the dedication of the statue of Senator McCarran, 
with 3,000 additional copies to be distributed as follows: 100 copies 
for the use of the Senate, 1,600 copies for the use of the Senators from 
Nevada, 500 copies for the use of the House of Representatives, and 
800 copies for the Representative from Nevada. As the proceedings 
will take place at an undetermined future date, it is not possible at 
this time to obtain a printing-cost estimate. The document will be 
prepared, however, under the supervision of the Joint Committee on 
Printing, charged by law with keeping Government printing costs at 
a desirable minimum. 


ENACTMENTS OF THE NEVADA STATE LEGISLATURE 










The following enactments by the Nevada State Legislature designate 
Senator Patrick A. McCarran as the first citizen of the State of Nevada 
whose memory will be honored by the inclusion of a sculptured 
likeness among the National Statuary Hall collection in the U.S. 
Capitol: 

ACT OF MARCH 28, 1955 







Senate Bill No. 230—Senators Black, Brown, Crumley, Emminger, 
Frank, Gallagher, Johnson, Orr, Lattin, Lemaire, Lovelock, Leut- 
zinger. Seevers. Settelmeyer, Slattery, Whitacre, and Wiley 


CHAPTER 312 


AN ACT creating the Senator McCarran memorial statue committee; 
stating the membership and powers and duties of the committee; 
providing for public meetings, the election of officers and duration 
of the committee; allowing the acceptance of contributions and creat- 
ing a special fund; making an appropriation; and other matters prop- 
erly relating thereto 


























|Approved March 28, 1955] 


Whereas the late United States Senator Patrick A. 
McCarran, during his service in the United States Senate, 
was associated with the enactment of legislation having 
for its purpose the arresting at its source of the poisonous 
pollution of the Godless ideology of communism which was 
permeating the lifestream of this Nation; and 

Whereas in furtherance of the fight against the enemies of 
the Republic, both within and without, he authored and 
caused to be enacted the Internal Security Act of 1950, 
known as the McCarran Act, and coauthored and guided 
the enactment of the Immigration Code of 1952, known as 
the McCarran-Walter Act, these acts being the two principal 
security laws of the United States; and 

Whereas this most distinguished statesman and courageous 

atriot, during his 22 years of service in the United States 
Senate: brought great distinction and credit to his native 
State of Nevada and to the Nation at large and prior to such 
senatorial service he was instrumental in shaping the laws 
of this State as a member of the legislature, district attorney, 
and supreme court justice; and 
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Whereas Statuary Hall in the Capitol of the United States 
at Washington, D.C., was designated by the 38th session of 
Congress as a place for the States to honor their statesmen 
and leaders by the donations of statues, not to exceed two 
from each State; and 

Whereas the rules for admission of statues to Statuary Hall 
provide that the statues are to be a gift from the State, not 
from individuals or groups of citizens, that the statues must 
be in marble or bronze, and that the person commemorated 
must be illustrious for his historic renown or for distinguished 
civic or military service so that the State deems him worthy 
of national commemoration; and 

Whereas Nevada is one of the eight States that have not 
as yet honored any of their respected sons by contributing 
such a statue: Now, therefore, 


The People of the State of Nevada, represented in Senate and 
Assembly, do enact as follows: 


SscTion 1. There is hereby created the Senator McCarran 
memorial statue committee, which shall consist of the 
Governor of this State, the president of the senate and the 
speaker of the assembly of the 47th session of the legislature, 
and four other citizens of the State of Nevada to be named 
by the three officials specified. 

Sec. 2. The members of the committee shall serve until 
their successors are appointed or the purposes of this act are 
fulfilled. A vacancy in the regular membership created by 
death, resignation or any other cause shall be filled by election 
of the majority of the entire committee remaining. 

Sec. 3. The committee shall hold its first meeting within 
a reasonable time after the passage and approval of this act 
and shall elect from its membership a chairman and a 
secretary-treasurer. Thereafter, the committee shall meet 
at such times and places as shall be specified by a call of the 
chairman or a majority of the committee. Four members of 
the committee shall constitute a quorum, and such quorum 
may exercise all the powers and authority conferred on the 
committee. All meetings of the committee shall be open to 
the public, and a complete record of all its proceedings shall 
be taken and preserved as a matter of public record. 

Sec. 4. The members of the committee shall receive no 
compensation but shall be entitled to the per diem expense 
allowance and travel expenses as provided by law for attend- 
ance at committee meetings and other necessary official com- 
mittee business. 

Sec. 5. The primary purpose of the Senator McCarran 
memorial statue committee is to facilitate and make arrange- 
ments for the placement of a statue in Statuary Hall of the 
late Senator Patrick A. McCarran. To fulfill the provisions 
of this act, the committee shall have the following powers 
and duties: 

1. To investigate and determine the steps to be taken to 
enable this State to have placed in Statuary Hall in Wash- 
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ington, D.C., a marble or bronze statue of Senator Patrick A. 
McCarran. 

2. To select a sculptor or sculptors to create or cast the 
statue and to hold deliberations and determine the type, size, 
material, and cost of such a statue. 

3. To direct the method of obtaining, furnishing, and ex- 
— the funds necessary to effectuate the purposes of 
this act. 

4. To contract for and employ a sculptor or sculptors to 
create or cast the statue, and to pay the necessary costs, such 
as, but not limited to, the fee of the sculptor, building and 
material expenses, cost of a pedestal or base, freight costs for 
transporting the statue to Washington, D.C., cost for tem- 
porary placement and erection of the statue in the rotunda 
in the United States Capitol for unveiling ceremonies, cost for 

ermanent placement and erection of the statue in Statuary 

all, cost of printing the announcements, invitations, and 
programs for the unveiling ceremonies, and other incidental 
and necessary expenses which the committee may find it 
necessary to incur. 

5. To determine whether or not unveiling ceremonies are 
desired and, if held, to arrange such exercises and appoint a 
presiding officer to take full charge of the presentation. If 
the committee decides to hold unveiling ceremonies, it shall 
take the necessary steps to be granted permission by concur- 
rent resolution of the Congress of the United States and it 
shall consult with the congressional delegation from Nevada 
to introduce such a resolution. 

6. To contact and consult with the Architect of the Capitol 
of the United States for any procedural information desired 
with regard to the contribution of the statue and to confer 
with the Joint Committee of Congress on the Library and 
Statues concerning the final determination as to where the 
statue will permanently be located in the United States 
Capitol. 

7. To receive contributions from any source whatever to 
cover the cost of erecting the statue and to deposit such con- 
tributions with the State treasurer to the credit of the Senator 
McCarran statue fund hereinafter created. 

8. To report to the next ensuing session of the legislature 
of the State of Nevada on what action has been taken and 
what results have been achieved under the provisions of this 
act. 

Src. 6. This act shall remain in full force and effect until 
the objective intended and enunciated by the preamble and 
context of this act have been accomplished. 

Src. 7. To carry out the purposes and provisions of this 
act there is hereby created a fund in the State treasury to be 
known as the Senator McCarran statue fund, which fund shall 
consist of legislative appropriations, contributions and dona- 
tions of any kind or nature whatsoever. State funds to 
apply to the necessary costs of procuring the statue shall be 
provided by direct appropriation of the leshinian and there 
is hereby eidenselated the sum of $500 out of any money in 
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the State treasury not otherwise appropriated to the credit 
of the Senator McCarran statue fund and claims against this 
ee shall be paid out as other claims against the state are 
paid. 
Sec. 8. This act shall become effective upon passage and 
approval. 
ACT OF MARCH 25, 1957 


Senate Bill No. 205—Senator Johnson 
CHAPTER 192 


AN ACT to amend an act entitled “‘An Act creating the Senator 
McCarran memorial statue committee; stating the membership and 
powers and duties of the committee; providing for public meetings, 
the election of officers and duration of the committee; allowing the 
acceptance of contributions and creating a special fund; making an 
appropriation; and other matters properly relating thereto,” ap- 
proved March 28, 1955; providing an additional appropriation; and 
other matters properly relating thereto 


[Approved March 25, 1957] 


Whereas the 47th session of the legislature of the State of 
Nevada created the Senator McCarran memorial statue com- 
mittee to facilitate and make arrangements for the place- 
ment of a statue of the late Senator Patrick A. McCarran in 
Statuary Hall in Washington, D.C.; and 

Whereas the original act appropriated $500 for the use of 
such committee and it is desirable that the additional sum of 
$10,000 be appropriated to be matched against public dona- 
tions for the creation of a statue worthy of our State: Now, 
therefore, 


The People of the State of Nevada, represented in Senate and 
Assembly, do enact as follows: 


Section 1. Section 7 of the above-entitled act, being chap- 
ter 312, Statutes of Nevada 1955, at page 510, is hereby 
amended to read as follows: 

Section 7. To carry out the purposes and provisions of this 
act there is hereby created a fund in the State proneeny to be 


known as the Senator McCarran statue fund, which fund 
shall consist of legislative appropriations, contributions and 
donations of any kind or nature whatsoever. State funds 
to apply to the necessary costs of procuring the statue shall 
be provided by direct appropriation of the legislature and 
there is hereby appropriated the sum of $500 out of any 
money in the State treasury not otherwise appropriated to 
the credit of the Senator McCarran statue fund and claims 
against this fund shall be paid out as other claims against 
the State are paid. The committee shall not pay out any por- 
tion of the moneys in the Senator McCarran statue fund pro- 
vided by direct legislative appropriation unless the amount to 
be paid out has been matched by an equal sum from public con- 
tributions or donations. The balance of any moneys in the 
fund provided by direct legislative appropriation shall revert to 
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the general fund in the State treasury upon the accomplishment 
of the objective of this act. 

Sec. 2. To provide the Senator McCarran statue fund 
with additional funds there is hereby appropriated from the 
general fund in the State treasury out of any moneys not 
otherwise appropriated the sum of $10,000. 

Sec. 3. This act shall become effective upon passage and 
approval. 


THe STaTuE oF SENATOR Patrick A. McCarran 


Information relating to the statue of Senator Patrick A. McCarran, 
which at a later date will be added to the National Statuary Hall 
collection, is contained in the following letter from Mr. Joseph F. 
McDonald, chairman of the McCarran Statue Committee, to Mr. J. 
George Stewart, Architect of the Capitol: 


Reno, Nev., May 27, 19659. 
Mr. J. Gzoree STEWART, 
Architect of the Capitol, 
Washington, D.C. 

Dear Mr. Stewart: The statue of Senator Pat McCarran is now 
at the foundry in New York ready for casting and, as I understand it, 
arrangements to have it placed in the rotunda of the Capitol are now 
in order. 

I am the chairman of the Nevada committee, as you know. I 
discussed this with you on several occasions. The other members of 
the Nevada committee are: Ernest W. Cragin, 308 Fremont Street, 
Las Vegas, Nev.; Lt. Gov. Rex Bell, Nevada State Building, Las 
Vegas, Nev.; former Gov. Charles H. Russell, Carson City, Nev.; 
Norman Biltz, Holiday Hotel, Reno, Nev.; William Carter, 307 Wall 
Street, Las Vegas, Nev.; and Cyril O. Bastian, Caliente, Nev. 

The statue was authorized by the 1955 session of the Nevada 
Legislature and I am enclosing a copy of the law, which is chapter 312 
of the 1955 Nevada Statutes, together with an amendment to it appro- 
priating an additional $10,000 to be used in creating the work which 
was to be matched by $10,000 obtained by popular subscription. We 
have obtained the additional $10,000 and entered into a contract with 
Mrs. Craig Sheppard to do the work and she has been busy on it 
for several months, but when the casting will be completed we do not 
know at this time and, of course, are unable to set any definite date. 

I have a letter from Senator Bible in which he mentions the Senate 
concurrent resolution and he will introduce it at any time that seems 
appropriate to you. 

I doubt very much if the statue will be completed in time for the 
placing of the statue before Congress adjourns unless the adjourn- 
ment does not occur until some time in October, as Mrs. Sheppard 
has just completed arrangements with the foundry in New York to do 
the work. 

As chairman of the committee, I have the authority to go ahead and 
complete any necessary arrangements required and will do so as 
rapidly as I can. 

The committee wishes me to extend our thanks for the help you 
have given us thus far, and if there is anything further that I should 
do, please let me know. 
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I am sending a copy of this letter together with enclosures to Senator 
Bible, whose office will also keep in touch with you. 
Very truly yours, 
JosupH F. McDona xp, 
Chairman, McCarran Statue Committee. 


BroGRAPHY OF SENATOR Patrick A. McCarran 


The following biography of Senator Patrick A. McCarran is repro- 
duced from the Biographical Directory of the American Congress 
(1774-1949): 


McCarran, Pat (Patrick Anthony), a Senator from 
Nevada; born in Reno, Nev., August 8, 1876; attended the 

ublic schools and was graduated from the University of 
Hewain at Reno in 1901; engaged in farming and in stock 
raising; member of the State legislature in 1903; represented 
Nevada in an irrigation congress in 1903; studied law; was 
admitted to the bar in 1905 and practiced in Tonopah and 
Goldfield, Nev.; district attorney of Nye County, Nev., 
1907-1909; resumed the practice of law in Reno, Nev., in 
1909; associate justice of the supreme court of Nevada 1913- 
17 and chief justice in 1917 and 1918; member of Nevada 
Board of Pardons 1913-19; member of Nevada State Board 
of Parole Commissioners 1913-18; chairman of the Nevada 
State Board of Bar Examiners 1919-32; elected as a Demo- 
crat to the United States Senate in 1932; reelected in 1938, 
1944, and again in 1950, and served from March 4, 1933, 
until his death in Hawthorne, Nev., September 28, 1954. 
interment in Mountain View Cemetery, Reno, Nev. 


O 
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SENATE | ReEport 
No. 625 


STATUE OF ESTHER MORRIS PRESENTED BY THE STATE 
OF WYOMING FOR THE NATIONAL STATUARY HALL 
COLLECTION 


Avuevust 6, 1959.—Ordered to be printed 


Mr. Hunnin@s, from the Committee on Rules and Administration; 
submitted the following 


REPORT 
[To accompany 8. Con. Res. 55, S. Con. Res. 56, and 8. Con. Res. 57) 


The Committee on Rules and Administration, to whom were 
referred the concurrent resolutions (S. Con. Res. 55, S. Con. Res. 56, 


and S. Con. Res. 57) providing yp peda for the temporary place- 


ment of, the acceptance of, and the printing of the proceedings in 
connection with the dedication of the statue of Esther Morris, pre- 
sented by the State of Wyoming for the National Statuary Hall 
collection, having considered said concurrent resolutions, report 
favorably on Senate Concurrent Resolution 55 and Senate Concurrent 
Resolution 56 without amendment, and on Senate Concurrent Resolu- 
tion 57 with amendments, and recommend that the concurrent resolu- 
tions as reported be agreed to by the Senate. 


EXPLANATION OF THE RESOLUTIONS 
ACCEPTANCE OF THE STATUE 


Senate Concurrent Resolution 56 


This resolution would accept in behalf of the United States, with 
the thanks of Congress, a statue of Esther Morris— 

illustrious for her distinguished civic service to the Territory and 

the State of Wyoming, and for her historic renown as the pro- 

— and advocate of a law bestowing the right to vote and to 

old office upon the women of the Territory of Wyoming, the 

first government in the world to give the right of equal suffrage 

to its women, and the first woman to assume the responsibility 

of equal suffrage by becoming the first woman in the world to 
serve as a justice of the peace. * * * 
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as Wyoming’s first contribution! to the National Statutary Hall 
collection. 





PROCEEDINGS IN ROTUNDA 





Senate Concurrent Resolution 56 


This resolution would authorize the temporary placement of the 
statue of Esther Morris in the rotunda of the Capitol and the holding 
of appropriate ceremonies under the supervision of the Architect of 
the Capitol. 


PRINTING OF PROCEEDINGS 


Senate Concurrent Resolution 57 


This resolution would authorize the printing as a House document 
of the proceedings at the dedication of the statue of Esther Morris, 
with 3,000 additional copies to be distributed as follows: 100 copies 
for the use of the Senate, 1,600 copies for the use of the Senators from 
Wyoming, 500 copies for the use of the House of Representatives, and 
800 copies for the use of the Representatives from Wyoming. As the 
proceedings will take place at an undetermined future date, it is not 
possible at this time to obtain a printing-cost estimate. The docu- 
ment will be prepared, however, under the supervision of the Joint 
Committee on Printing, charged by law with keeping Government 
printing costs at a desirable minimum. 

Committee amendments.—The committee recommends that Senate 
Concurrent Resolution 57 be amended as follows: 

On page 1, lines 6, 7, and 10, strike out the word “House” and 
insert in lieu thereof the word “Senate’”’. 

The amendments would provide that the proceedings be printed as a 
Senate document, the appropriate format inasmuch as the concurrent 
resolution originated in the Senate, rather than as a House document 
as provided in the concurrent resolution as introduced. 


ENACTMENT OF THE WyYoMmING STATE LEGISLATURE 


The following enactment by the Wyoming State Legislature, ap- 
proved February 5, 1955, designates Esther Morris as the first citizen 
of the State of Wyoming whose memory will be honored by the in- 
clusion of a sculptured likeness among the National Statuary Hall 
collection in the U.S, Capitol: 


CHAPTER 45 
Original House Bill No. 131 


Status oF EstHsr Morris 


AN ACT To provide for a statue of Esther Morris in the Capitol of the 
United States, and creating a commission for the purpose of carrying 
out the provisions of this Act 


Be It Enacted By the Legislature of the State of Wyoming: 


PROVISION FOR MARBLE OR BRONZE STATUE 


Section 1. The purpose of this enactment is to provide 
for a statue, in marble or bronze, of Esther Morris, to be 
placed in the Capitol of the United States for national com- 


1 Pursuant to the act of July 2, 1864 (Rev. Stat. sec. 1814; 40 U.S.0. 187). 
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memoration, in accordance with the provisions of the Act of 
July 2, 1864 (sec. 187 of title 40 of the United States Code 
Annotated). 

NATIONAL COMMEMORATION 


Sec. 2. Esther Morris, deceased, is illustrious for her dis- 
tinguished civic service to the Territory and the State of 
Wyoming, and for her historic renown as the proponent and 
advocate of a law bestowing the right to vote and to hold 
office upon the women of the Territory of Wyoming, the first 
government in the world to give the right of equal suffrage 
to its women, and the first woman to assume the responsibil- 
ity of equal suffrage by becoming the first woman in the 
world to serve as a justice of the peace. The State of Wyo- 
ming therefore deems her worthy of national commemoration. 


CREATION OF COMMISSION—SEVEN CITIZENS 


Sec. 3. There is hereby created a Commission of seven 
citizens of the State of Wyoming for the purpose of carrying 
out the provisions of this Act. The Governor of the State 
of Wyoming shall be chairman of, and a member of, such 
Commission, and shall appoint the six other members of 
such Commission from among the citizens of the State. 


DUTIES OF COMMISSION 


Sze. 4. It shall be the duty of such Commission to cause 
to be made a statue, in marble or bronze, of Esther Morris 
by a sculptor qualified in this medium of art. The Com- 
mission shall exercise such authority as it shall deem neces- 
sary and appropriate to carry out the purposes of this Act. 


STATUE—PLACED IN CAPITOL OF UNITED STATES 


Src. 5. When completed and accepted by such Commis- 
sion, the statue shall be placed in the Capitol of the United 
States, in accordance with the provisions of section 187 of 
title 40 of the United States Code Annotated, and shall there 
remain as commemorative of this citizen’s distinguished 
service to the Territory and the State of Wyoming. 


DETERMINE COST OF PROJECT 


Sec. 6. It shall be the duty of such Commission to deter- 
mine insofar as possible the anticipated cost of this project, 
and to direct the method of collecting or obtaining the funds 
necessary for carrying out the provisions of this Act. 

Approved February 5, 1955. 


BroGraPpHy or EstHer Morris 


The following biography of Esther Morris is reproduced from 
“A Woman of the Century,” by Willard & Livermore: 


MORRIS, Mrs. Esther, justice, born in Spencer, Wyoming 
County, N.Y., in 1813. She comes of a long line of English 
ancestry. Her early years were spent amid the struggles of 
pioneer life following the Revolution. Daniel McQuigg, her 
grandfather, fought on the side of the American Colonies and 
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afterwards served as a captain under General Sullivan in the 
expedition that drove the Indians out of western New York. 
Under his commission her father was entitled to a farm, which 
he located near Owego, N.Y., and was one of the first 12 
settlers of Tioga County. Esther’s efforts to better the 
condition of women arose from no sudden conversion. Left 
an orphan at 11 years of age, she was early thrown upon her 
own resources. For a number of years she carried on suc- 
cessfully a millinery business in Owego. Before her mar- 
riage, at the age of 28, she had acquired a competence. She 
became the wife of Artemus Slack, a civil engineer by pro- 
fession, and at that time engaged in the construction of the 
Erie Railroad. He died several years thereafter, leaving 
his wife a large tract of land in Illinois, where he had been 
engaged as a chief engineer in building the Illinois Central 
Railroad. With an infant in her arms, she removed to the 
West. During the settlement of that estate she fully real- 
ized the injustice of the property laws in their relation to 
women. In the long conflict with slavery she was an early 
and earnest worker. In 1845 she became the wife of John 
Morris, a merchant of Peru, Ill., and for more than 20 years 
resided in that place, rearing her family and being an earnest 
helper in the church, schools, and other good works. In 1869 
she joined her husband and three sons in South Pass, Wyo., 
and there she administered justice in a little court that be- 
came famous throughout the world. During her term of 
office, which covered a period of 1 year, Judge Morris tried 
about 50 cases, and no decision of hers was ever reversed by 
a higher court on appeal. She became a widow in 1876, 
since which time she has resided in Wyoming, where her 
three sons are prominently identified with the growth and 
progress of the new State. She is justly regarded as the 
mother of woman suffrage in Wyoming, having inaugurated 
the movement there. She was the first woman who ever 
administered the office of justice of the peace. It has been 
sometimes said that the law giving equal rights to women in 
Wyoming was passed as a joke and as a means of advertising 
the new Territory of Wyoming, but Colonel Bright, who is 
now a resident of Washington, asserts that it was no joking 
matter with him, that he favored it because he believed it 
was right. The condition of Wyoming at that time is of in- 
terest. With an area greater than all of the New England 
States combined, Wyoming, in 1869, had a population of less 
than 10,000, mostly scattered in small frontier villages 
along the line of the newly constructed Union Pacific Rail- 
road. The northern portion of the Territory was given over 
to roving tribes of wild Indians, with here and there a few 
mining camps held by adventurous gold seekers. Several 
hundreds of those miners had penetrated into the country 
known as the Sweetwater mines, the chief town of which was 
South Pass City, and contained about 2,000 people. There 
Governor Campbell commissioned Mrs. Morris to hold the 
office of justice of the peace. (Mrs. Morris died in Cheyenne, 
Wyo., April 2, 1902.) 


Calendar No. 632 


86TH CoNGRESS t SENATE { REportT 
1st Session No. 626 


JOINT COMMITTEE ON WASHINGTON METROPOLITAN 
PROBLEMS 


Aucust 6, 1959.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Con. Res. 59] 


The Committee on Rules and Administration, to whom was referred 
the concurrent resolution (S. Con Res. 59) continuing the Joint Com- 
mittee on Washington Metropolitan Problems and providing addi- 
tional funds therefor, having considered the same, report favorably 
thereon without amendment and recommend that the concurrent 
resolution be agreed to by the Senate. 

This concurrent resolution would authorize the continuance through 
January 31, 1960, of the Joint Committee on Washington Metropoli- 
tan Problems, which was created by House Concurrent Resolution 172, 
85th Congress, agreed to August 29, 1957. In addition, the concur- 
rent resolution would authorize the expenditure by the joint com- 
mittee through January 31, 1960, of an amount not to exceed $25,000 
in addition to the $30,000 already authorized by Senate Concurrent 
Resolution 2, 86th Congress, agreed to February 5, 1959. 

The accomplishments of the joint committee and the reasons for 
its continuance are more fully detailed in the report of the Committee 
on the District of Columbia on Senate concurrent resolution 59 (S. 
Rept. 583, 86th Cong.) and in a letter to Senator Thomas C. Hen- 
nings, Jr., chairman of the Committee on Rules and Administration, 
from Senator Alan Bible, chairman of the Joint Committee on Wash- 
ington Metropolitan Problems, which letter (with an accompanying 
budget) is as follows: 
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CONGRESS OF THE UNITED STATEs, 

Jotnt CoMMITTEE ON WASHINGTON METROPOLITAN PROBLEMS, 
Washington, D.C., July 27, 1959. 

Hon. THomas C. HENNINGs, Jr., 

Chairman, Committee on Rules and Administration, 

U.S. Senate, Washington, D.C. 


Dear Senator HENNiNGs: Reference is made to Senate Concurrent 
Resolution 59, 86th Congress, Ist session, which was introduced in 
the Senate on July 9, 1959, requesting funds for the operation of the 
Joint Committee on Washington Metropolitan Problems for the period 
from October 1, 1959, through January 31, 1960. Prior to submitting 
this resolution to the Senate, it was reported out favorably by the 
Senate District Committee. 

This joint committee was authorized to study the growth and 
expansion of the Washington metropolitan area, the problems created 
by the growth and expansion and how they were dealt with by existing 
governmental bodies, and the impact of growth and expansion upon 
the District of Columbia. Our final report was submitted to Con- 
gress in January of this year (S. Rept. 38) but the report did not include 
our findings in connection with the transportation problem in the 
metropolitan area inasmuch as this particular phase of our studies 
depended upon consideration of a study which the President had not 
yet transmitted to Congress. Therefore, Senate Concurrent Resolu- 
tion 2 was introduced on January 12, 1959, to grant additional time 
for this particular study. It had been authoritatively stated that 
the “Mass Transportation Survey Final Report,” being produced by 
the National Capital Regional Planning Council and the National 
Capital Planning Commission, jointly, would be available as a 
published document in February 1959. This expectation underlay 
a schedule of committee work with public hearings on transportation 
problems in June 1959 and a committee report before September 30, 
1959. 

Unforeseen delays in completing and publishing the Mass Trans- 
portation Survey report have been encountered and as a result Con- 
gress did not receive this report until July 10. On this basis, a new 
committee work schedule must be prepared and should allow approxi- 
mately 6 months for study and analysis of the survey report by govern- 
mental agencies, interested parties, and by the committee’s own staff 
and consultants. This would appear a minimum schedule, considering 
the scope and complexity of the Mass Transportation Survey. There- 
fore, we respectfully request that your committee approve our budget 
of $25,000 for the additional time we wish the committee to remain in 
operation, in order that we may now plan for public hearings in 
October 1959 and a final report to Congress by the end of March 1960. 

At an executive meeting of this committee on June 19, 1959, it was 
unanimously decided to ask for an extension of this committee until 
March 31, 1960. However, in conformance with the regulations of the 
Senate Rules Committee, our present concurrent resolution (S. Con. 
Res. 59) asks for an extension of time only to January 31, 1960. 
However, it is our intention when Congress convenes in January 1960 
to ask for an extension until March 31, 1960, and for such small fund as 
would be necessary for that 2-month period. 
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The committee has sufficient funds to operate under Senate Con- 
current Resolution 2 for the period to September 30. An estimated 
budget is attached hereto. 

Our committee has operated economically and will continue to do so. 

I shall be glad to appear before your committee should your com- 
mittee desire further information regarding our request for approval 
of a $25,000 budget. 

Thanking you for your committee’s early attention to this matter, 
and with kind regards, 

Cordially, 


Auan Braue, Chairman. 


Joint COMMITTEE ON WASHINGTON METROPOLITAN PROBLEMS ESTIMATED BuDGET 


Estimated expenses, Oct. 1, 1959, to Jan. 31, 1960 


Base salary Gross Monthly 
Position salary per sal 


SALARIES 


oo 


ADMINISTRATIVE 


Contribution to civil service retirement fund 
Travel (Members during recess of Congress) .. 
Hearings (inclusive of reporters’ fees) ........ 
Stationery, office supplies. .-..._......-- 
Communications (telephone, telegraph) 
Contingent fund 


Subtotals 


oe 
Ses 
S222 


ee 
s 
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86TH CONGRESS t SENATE { Report 
1st Session No. 627 


INVESTIGATION OF IMMIGRATION AND 
NATURALIZATION MATTERS 


Avucust 6, 1959.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


(To accompany 8. Res. 143] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 143) to investigate matters pertaining to 
immigration and naturalization, having considered the same, report 
favorably thereon without amendment and recommend that the 
resolution be agreed to by the Senate. 

This resolution would authorize the Committee on the Judiciary to 
expend through January 31, 1960, not to exceed $20,000 in addition 
to the $96,000 already authorized by Senate Resolution 55, 86th 
Congress, agreed to February 2, 1959, for the purposes of handling the 
heavy workload in the committee attributed to the large number of 
private immigration bills and adjustment-of-status cases which are 
referred to it and to the innumerable routine items relating to immigra- 
tion problems which arise in the committee from day to day. 

A review of the general work accomplished by the Subcommittee on 
Immigration and Naturalization of the Committee on the Judiciary is 
contained in a letter to the chairman of the Committee on Rules and 
Administration, Senator Thomas C. Hennings, Jr., from the chairman 
of the Committee on the Judiciary, Senator James O. Eastland, which 
letter is as follows: 

U.S. SEnaTE, 


CoMMITTEE ON THE JUDICIARY, 
July 15, 1959. 
Re Senate Resolution 143, to amend Senate Resolution 55. 
Hon. Tuomas C, HENNINGS, Jr., 
wman, Committee on Rules and Administration, 

U.S. Senate, Washington, D.C. 

Dear Mr. Cuairman: The Committee on the Judiciary, on July 
13, 1959, favorably reported Senate Resolution 143, to amend Senate 

84008 
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Resolution 55, which was agreed to by the Senate on February 2, 1959. 
The resolution would increase the amount of funds previously author- 
ized for the investigation of matters pertaining to immigration and 
nationality. 

Senate Resolution 55 authorized $96,000 for operation of the Immi- 
= and Naturalization Subcommittee during the period beginning 


ebruary 1, 1959, and ending January 31, 1960. Senate Resolution 
143 would provide additional funds to the extent of $20,000, which 
are needed to handle the increasingly heavy workload of the subcom- 
mittee. This increase can be attributed in large part to the numerous 
legislative proposals to revise the laws relating to immigration and 
naturalization which have been referred to the Immigration and 
Naturalization Subcommittee. It is anticipated that the extensive 
public hearings on these legislative proposals will require the employ- 
ment of additional staff personnel prior to the expiration of Senate 
Resolution 55 on January 31, 1960. In addition, it is expected that 
there will be a substantial increase in expenditures for field investiga- 
tions during the remainder of the year. The new funds authorized by 
Senate Resolution 143 are considered the minimum necessary to meet 
these increased administrative expenses of the Immigration and Natu- 
ralization Subcommittee. 

Unless these additional funds are authorized, it will be necessary to 
curtail the activities of the Immigration and Naturalization Subcom- 
mittee, and it is therefore requested that Senate Resolution 143 be 
given the earliest possible consideration by the Committee on Rules 
and Administration. 

I shall, of course, be happy to furaish you with any additional in- 
formation which you might feel necessary. 

With kindest regards, I am 

Sincerely yours, 
JAMES O. EAsTLANp, Chairman. 


O 
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86TH CONGRESS SENATE REpPortT 
Ist Session No. 628 


INVESTIGATION OF THE ADMINISTRATION OF ANTI- 
TRUST AND MONOPOLY LAWS 


Avucaust 6, 1959.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8S. Res. 144] 


The Committee on Rules and Administration, to whom was re- 
ferred the resolution (S. Res. 144) to investigate the administration 
of the antitrust and monopoly laws of the United States, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the resolution be agreed to by the Senate. 

This resolution would authorize the Subcommittee on Antitrust 
and Monopoly of the Committee on the Judiciary to expend through 
January 31, 1960, not to exceed $30,000 in addition to the $395,000 
already authorized by Senate Resolution 57, 86th Congress, agreed to 
February 2, 1959, for the purposes of a continuing study of the ad- 
ministration of the antitrust laws of the United States, and a deter- 
mination of whether or not there should be clarification and improved 
enforcement of same. 

The purposes of the resolution are more fully detailed in a letter 
from Senator Estes Kefauver, chairman of the Subcommittee on Anti- 
trust and Monopoly, to Senator James O. Eastland, chairman of the 
Committee on the Judiciary, which letter (with accompanying state- 
ment of expenditures) and letter of transmittal from Senator East- 
land to Senator Thomas C. Hennings, Jr., chairman of the Committee 
on Rules and Administration, are as follows: 
















ADMINISTRATION OF ANTITRUST AND MONOPOLY LAWS 


U.S. SENATE, 
COMMITTEE ON THE JUDICIARY, 
July 14, 1959. 
Hon. Tuomas C. Henninas, Jr., 
Chairman, Committee on Rules and Administration, 


U.S. Senate, Washington, D.C. 


Dear Mr. Cuartrman: The Committee on the Judiciary at its 
meeting of July 13, 1959, favorably reported Senate Resolution 144, 
amending Senate Resolution 57, 86th Congress, agreed to February 2, 
1959, so as to raise the appropriation of the Antitrust and Monopoly 
Subcommittee from $395,000 to $425,000, an increase of $30,000, in 
order to carry out additional contemplated activities of the Antitrust 
and Monopoly Subcommittee through January 31, 1960. 

At the time the original resolution (S. Res. 57) was reported favor- 
ably to the Senate providing for the sum of $395,000 for the activities 
of that subcommittee for the period February 1, 1959, through 
January 31, 1960, it was anticipated that that amount of money 
would take care of all expenses for the 12-month period. However, 
the investigative activities of the subcommittee have entailed addi- 
tional expense not contemplated in the original budget estimate 
prepared by the subcommittee, and it appears that administrative 
expenses will sharply increase if present investigations and hearings 
are pursued. 

The Subcommittee on Antitrust and Monopoly has been diligent 
in carrying out its responsibilities in the field of antitrust. In order 
that its work may be continued, and to prevent any curtailment in 
its present and projected activities, I deem it most important that 
the resolution reported yesterday authorizing an additional appro- 
priation of $30,000 in increased funds for the Subcommittee on 
Antitrust and Monopoly be approved by the Senate at the earliest 
possible date. 

I am enclosing for the information of your committee a letter 
addressed to me from Senator Estes Kefauver, chairman of the 
subcommittee, outlining in detail the studies and investigations which 
are in process now and justifying the need for this additional 
appropriation. 

With kindest regards, I am 

Sincerely, 
James O. Eastianp, Chairman. 


U.S. SENATE, 
CoMMITTEE ON THE JUDICIARY, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY, 
July 10, 1959. 
Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear Mr. CuHarrMan: The Antitrust and Monopoly Subcom- 
mittee of the Committee on the Judiciary on June 24, 1959, approved 
an amendment to Senate Resolution 57 which will authorize an in- 
creased appropriation to the Antitrust and Monopoly Subcommittee 
of some $30,000. 

At present the Antitrust and Monopoly Subcommittee is operating 
at a monthly rate in excess of its budget. Senate Resolution 57 
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allowed the subcommittee $395,000 for a 12-month period beginning 
February 1, 1959. This allowed the subcommittee a monthly average 
of some $32,500. 

Administrative expenses were originally anticipated and budgeted 
in the amount of approximately $4,825 per month, which left a pro- 
jected amount of $27,675 for salaries per month. Although the sub- 
committee has held an unusual number of hearings to date, adminis- 
trative expenditures have not been as great as anticipated, nor have 
expenses for travel and witness fees been as great as is anticipated in 
the future. This has been accomplished primarily because of the 
nature and character of the hearings held by the subcommittee as well 
as that of the witnesses who have been called by the subcommittee 
to testify. Although the situation has prevailed to date, it cannot be 
anticipated that it will continue and, in fact, it is expected that under 
projected operating procedure the administrative expenses of the 
subcommittee will sharply increase, 

Whereas the projected sum of $27,675 was budgeted for salaries per 
month, due principally to professional additions made to the staff, 
the subcommittee’s payroll for the month of May had risen to 
$31,661.82. This increase in the subcommittee’s payroll came pri- 
marily from the added expense necessary to obtain the services of 
specially trained personnel needed for the subcommittee’s investiga- 
tion of the pricing practices of manufacturers of drug products. It 
is anticipated that this sizable payroll will continue unless it is neces- 
sarily curtailed because of the lack of funds. 

For the information of the committee, since February the subcom- 
mittee has held bearings on the following subject matter: 

1. S. 11 and S. 138 (to amend the Clayton Act).—Hearings held 
March 17, 18, 19, 20, and 21. On May 7, S. 11 was reported by the 
subcommittee to the full committee without recommendation. 

2. S. 442 and S. 1005 (premerger notification).—Since hearings were 
held last session, the subcommittee reported S. 442 favorably on 
February 9. This bill was returned to the subcommittee by the full 
committee on March 2 for hearings and, subsequently, hearings were 
held March 5, 6, and 24. On May 7, S. 442 was again reported favor- 
ably to the full committee by the subcommittee. 

3. S. 716 and S. 1008 (empowering the Attorney General to compel 
the production of documents in civil antitrust swits).—Hearings were 
held on March 3. On May 7, S. 716 was reported favorably to the 
full committee by the subcommittee. On June 29, S. 716 was approved 
with amendments, by the full committee and is to be filed on July 11 
with the Senate. 

4. S. 726 (to make final Clayton Act orders).—Due to the fact that 
hearings were held in the last session on this matter, no hearings 
were held this year on this bill. On February 9, the subcommittee 
reported S. 726 favorably to the full committee and the full committee 
approved and reported the matter to the Senate on March 5. On 
March 18, S. 726 was passed by the Senate and, as of last week, the 
Senate favorably concurred in S. 726 as amended by the House of 
Representatives. 

5. S. 838 and S. 839 (automobile finance bills).—Hearings were held 
on these bills on February 24, 25, 26, 27, April 15, and 16. Due to the 
illness of Senator O’Mahoney, the subcommittee has deferred final 
action on these matters until the Senator’s position can be finally 
made known to the subcommittee. 
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6. S. 215 (price prenotification).—Hearings were held on this matter 
on April 23, 24, 28, 29, 30, May 1, 5, and 21. This matter is still 
pending before the subcommittee for determination. 

7. Hearings on administered price inflation and alternative public 
policies.—Hearings begun in January were continued on March 10, 
11, 12, and 13 and are still open before the subcommittee. 

8. Insurance hearings dealing with ocean marine rating and State 
rate regulations, under the direction of Senator O’Mahoney, have 
been held by the subcommittee on May 13, 14, 15, 26, 27, 28, 29, and 
June 3. These hearings are projected to be completed either when 
Senator O’Mahoney returns to the subcommittee or under the direc- 
tion of another Member during this session of the Congress. 

9. Administered price hearings in the bread industry —Hearings have 
thus far been held on June 16, 18, 30, and July 1, 2, 7, 8, 9, and 10. 
Projected hearings are to be held on this matter later in this session of 
the Congress. 

In addition to continuing the hearings as indicated above, the 
subcommittee contemplates in the very near future it will begin hear- 
ings on S. 616 and S. 886 which deal with professional team sports 
and, after the Congress adjourns, hearings dealing with administered 
prices in the manufacturing and sales of drugs. 

It is not my desire nor the desire of the other members of the Anti- 
trust and Monopoly Subcommittee to curtail any of the present and 
projected activities of the Antitrust and Monopoly Subcommittee. 
However, unless additional funds can be secured, curtailment of such 
activities is an absolute necessity. 

Attached is a copy of the expenditures of the Antitrust and 
Monopoly Subcommittee for February through May of this year, as 
well as a list of the payroll for July. 

With kindest personal regards, I am 

Sincerely, 
Estes Kerauver, Chairman. 


Senate Antitrust and Monopoly Subcommittee expenditures, February through May 


S. Res. 57, Feb. 2, 1959 $395, 000. 00 


SS 


Expenditures: 

Petty cash 142. 54 
Stationery 454. 72 
Telephone 1, 349. 46 
Telegraph 149. 05 
FOR R  DOIBGNE Sons ds ances osncupshshewahand = cdauns 56. 75 
SEC special project 200. 00 
Charts, etc 226. 53 

$116, 235. 58 

6, 580. 11 
122, 815. 69 
4, 958. 60 
713. 63 


131, 066. 97 


SSS 


263, 933. 03 
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86TH CoNGRESS t SENATE | ReEport 
Ist Session No. 629 


PRINTING FOR THE USE OF THE SENATE COMMITTEE 
ON THE JUDICIARY ADDITIONAL COPIES OF HEARINGS 
ON ADMINISTERED PRICES 


Avucust 6.—Ordered to be printed 


Mr. Hennine@s, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Con. Res. 38] 


The Committee on Rules and Administration, to whom was referred 
the concurrent resolution (S. Con. Res. 38) to print for the use of 
the Senate Committee on the Judiciary additional copies of hearings 
on administered prices, having considered the same, report faves 
thereon with an amendment, and recommend that the concurrent 
resolution as amended be agreed to by the Senate. 

This concurrent resolution as introduced would have provided that 
there be printed for the use of the Senate Committee on the Judiciary 
5,000 additional copies of parts 1, 2, 3, and 4 of the hearings con- 
ducted by the committee during the 85th Congress, Ist session, on 
administered prices. 

In the interest of economy, the committee has amended the con- 
current resolution to provide that 2,500 copies of each publication 
be printed, rather than the 5,000 copies originally requested. This 
action has been taken with the knowledge and concurrence of the 
chairman of the Subcommittee on Antitrust and Monopoly. 

The expenditure involved in Senate Concurrent Resolution 38 as 
amended by the committee, based on printing-cost estimates supplied 
by the Government Printing Office, is as follows: 


To print 2,500 additional copies of hearings on admin- 
istered prices: 


Pt. 1—“Opening Phase; Economists Views’’ $986. 56 
Pt. 2—Steel”’ 2, 444. 28 
Pt. 3—‘‘Steel (and app. A)” 2, 820. 43 
Pt. 4—“‘Steel (app. B)”’ 2, 575. 54 


Total estimated cost, S. Con. Res. 38 8, 826. 81 
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2 ADDITIONAL COPIES OF HEARINGS ON ADMINISTERED PRICES 


The need for the additional copies which would be provided by 
Senate Concurrent Resolution 38 is stated in a letter to Senator 
Thomas C. Hennings, Jr., chairman of the Committee on Rules and 
Administration, from Senator Estes Kefauver, chairman of the Sub- 
committee on Antitrust and Monopoly of the Committee on the 
Judiciary, which letter is as follows: 


U.S. SENATE, 
CoMMITTEE ON THE JUDICIARY, 
SUBCOMMITTEE ON ANTITRUST AND Monopoty, 
June 1, 1959. 
Senator Tomas C. Henninos, Jr., 
Chairman, Rules Committee, 


U.S. Senate, Washington, D.C. 


Dear SenAaTOR HenninGs: There have been introduced in the 
Senate Concurrent Resolution 38 and Senate Concurrent Resolution 
39 which would authorize reprinting of a number of publications of the 
Subcommittee on Antitrust and Monopoly which are in great demand 
both by the general public and specialized groups. 

The two resolutions call for the publication of 5,000 copies of each 
of the following: 

\. Subcommittee hearings on administered prices, parts 1, 2, 3, 
and 4. 

2. Subcommittee reports on: 

(a) Concentration in American Industry. 

(6) Case Study of Incipient Monopoly in Milk Distribution. 
(c) Administered Prices in the Automobile Industry. 

(d) Administered Prices in the Steel Industry. 

Because of the great public interest in inflationary problems and 
the cause of high prices, the supply of practically all of these volumes 
is almost completely exhausted. All but the report on milk are directly 
concerned with economic trends. Part 1 of the hearings on Admin- 
istered Prices presents the views of leading economists. Parts 2, 3, 
and 4 of the hearings on Administered Prices present testimony con- 
cering the steel industry. The report on Concentration in American 
Industry presents statistics compiled by the Bureau of the Census at 
the request of the subcommittee. The subcommittee reports on the 
steel and automobile industries contain valuable information about 
pricing practices in these two major industries. The milk report is a 
Soeadat case and has been requested by milk and dairy people all over 
the country. 

In addition to the subcommittee supplies of these documents which 
are, of course, distributed free of charge, the Government Printing 
Office has also published a number, of which the supply is greatly 
diminished. I have been advised by the GPO that after these resolu- 
tions are approved, it will also reprint its own copies for sales purposes. 

It is evident, therefore, that the reprinting of these documents will 
serve a pressing public need. 

Sincerely yours, 
Estes Kerauver. 


O 
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PRINTING FOR THE USE OF THE SENATE COMMITTEE ON THE 
JUDICIARY ADDITIONAL COPIES OF MISCELLANEOUS REPORTS 
RELATING TO ANTITRUST AND MONOPOLY 


Avaust 6, 1959.—Ordered to be printed 


Mr. HenninGs, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Con. Res. 39] 


The Committee on Rules and Administration, to whom was referred 
the concurrent resolution (S. Con. Res. 39) to print for the use of the 
Senate Committee on the Judiciary additional copies of miscellaneous 
reports relating to antitrust and monopoly, having considered the 
same, report favorably thereon with an amendment and recommend 
that the concurrent resolution as amended be agreed to by the Senate. 

This concurrent resolution as introduced would have provided that 
there be printed for the use of the Senate Committee on the Judiciary 
5,000 additional copies each of the following reports: 

‘Administered Prices—Steel,” Senate Report 1378 (85th Cong., 
2d sess.) ; 

“Concentration in American Industry” (85th Cong., 1st sess.) ; 

pe Prices—Automobiles” (85th Cong., 2d sess.); 
anc 

“Case Study of Incipient Monopoly in Milk Distribution” 
(85th Cong., 2d sess.). 

In the interest of economy, the committee has amended the con- 
current resolution to provide that 2,500 copies of each publication be 
i rather than the 5,000 copies originally requested. This action 

as been taken with the knowledge and concurrence of the chairman 
of the Subcommittee on Antitrust and Monopoly, 





PRINTING FOR COMMITTEE ON THE JUDICIARY 


The expenditure involved in Senate Concurrent Resolution 39, as 
amended by the committee, based on printing-cost estimates supplied 
by the Government Printing Office, is as follows: 

To print 2,500 additional copies of— 


REPORT BY THE COMMITTEE ON THE JUDICIARY 


S. Rept. 1378 (85th Cong., 2d sess.), ‘Administered Prices— 


REPORTS BY THE SUBCOMMITTEE ON ANTITRUST AND 
MONOPOLY 


“‘Concentration in American Industry’ (85th Cong., Ist 

I hata a a ca igen al te el a th ok a ee 283. 
‘* Administered Prices—Automobiles”’ (85th Cong., 2d sess.)_ 3, 163. 
‘*Case Study of Incipient Monopoly in Milk Distribution” 

(86G) ‘Gong., Blisem. io o2 2 SO Set, Se ns 1, 356. 


Total estimated cost, S. Con. Res. 39 


The need for the additional copies which would be provided by 
Senate Concurrent Resolution 39 is stated in a letter to Senator 
Thomas C. Hennings, Jr., chairman of the Committee on Rules and 
Administration, from Senator Estes Kefauver, chairman of the Sub- 
committee on Antitrust and Monopoly of the Committee on the 
Judiciary, which letter has been made a part of Senate Report 629 to 
accompany Senate Concurrent Resolution 38, 86th Congress, Ist 
session. 

O 
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AUTHORIZING A PAYMENT TO THE GOVERNMENT OF 
JAPAN 


Avcust 6, 1959.—Ordered to be printed 


Mr. Fuusricut, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


(To accompany 8. 2130] 


The committee, having had under consideration the bill (S. 2130) 
to authorize a payment to the Government of Japan, report S. 2130 
favorably and recommend that it pass. 


PURPOSE OF THE BILL 


The bill authorizes a payment of $6 million to the Government of 
Japan in full settlement of the claims of Japanese nationals who 
formerly resided in the Bonin Islands. 


BACKGROUND AND COMMITTEE ACTION 


The Bonin Islands lie about 700 miles due south of Tokyo. During 
the war, the civilian population of the islands—about 7,000 Japanese 
nationals—were evacuated by the Japanese Government to the 
Japanese home islands. Although 135 persons were allowed to 
return at one point, the United States, since 1945, has repeatedly 
held that the Bonins should be closed to other settlement for “security 
reasons.” 

Article 3 of the Japanese Peace Treaty gives to the United States 
“the right to exercise all and any powers of administration, legislation, 
and jurisdiction over the territory and inhabitants of these islands, 
including their territorial waters.” 

Unfortunately, the former residents of the Bonins have not been 
successfully integrated into the Japanese economy, and it is necessary 
for the Japanese Government to provide them with assistance. Prime 
Minister Kishi, during his June 1957 visit to Washington, sought 
relief for the Bonin Islanders, pleading that the problem constituted 
a definite irritant in United States-Japanese relations. He favored 
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repatriation and, failing that, indemnification. Subsequently, it was 
decided that security requirements were such that even limited reset- 
tlement was out of the question. The problem then became one of 
indemnification. The Japanese Government originally requested $12.5 
million, but has agreed to accept $6 million. 

The Department of State and the Department of Defense agree 
that the former property holders of the Bonins have legitimate claims. 
The date from which the claims have been calculated is April 28, 1952, 
which is when the Japanese Peace Treaty took effect. Since the land 
has not been in use for many years, there was a problem in determining 
its value. It was decided to measure the claims by the average value 
of land in the Ryukyu Islands, another group of Japanese islands 
under U.S. administration. The figure adopted was $1,060 per acre, 
and the total value of the land in question was estimated to be $4 
million. Interest at 6 percent per annum (standard for the area) was 
added to this, raising the total sum to about $6 million. 

Rather than having the U.S. Government adjudicate individual 
claims, which both State and Defense regard as unwise, it was 
recommended that the total amount be turned over to the Japanese 
Government in full satisfaction of the claims. 

On July 27, the committee, sitting in executive session, heard 
testimony in support of the bill from J. Graham Parsons, Assistant 
Secretary of State for Far Eastern Affairs; and Robert H. Knight, 
Acting Assistant Secretary of Defense for International and Security 
Affairs. 

The judgment of the U.S. Government is that the overriding con- 
sideration in this matter is one of military security. According to 
Assistant Secretary Knight, ‘‘The Department of Defense considers 
that the unrestricted use of these islands is essential for the security 
purposes of the United States.” The Bonins encompass only 45 
square miles, and any resettlement of the area would circumscribe its 
usefulness as a military site of critical importance. 


COMMITTEE RECOMMENDATIONS 


The committee agrees that in these special circumstances repatria- 
tion of the former residents of the Bonin Islands is not advisable; 
that in order to avoid a noxious political problem—indeed, a situation 
that could undermine our position in the Bonin Islands—the proposed 
$6 million indemnity should be paid to the Japanese Government. 
Thus, the committee urges the approval of S. 2130 by the Senate. 


O 
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THE INTERNATIONAL FOOD FOR PEACE ACT OF 1959 











Aveust 10, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of August 7, 1959 


Mr. Humrurey, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany S. 1711] 













The Committee on Foreign Relations having had under considera- 
tion S. 1711, the International Food for Peace Act of 1959, to promote 
the foreign policy of the United States and help to build essential 
world conditions of peace, by the more effective use of U.S. agricul- 
tural commodities for the relief of human hunger, and for promoting 
economic and social development in less developed countries, report 
it favorably with an amendment and recommend that, as amended, it 
do pass. 

PURPOSE OF THE BILL 























The committee’s recommendation to the Senate of S. 1711, as 
amended, is predicated upon (1) the recognition that U.S. production 
of food and fiber will continue to exceed maximum domestic require- 
ments and normal exports for some time to come and that this excess 
production should be used more effectively and shared more gener- 
ously as a means of alleviating hunger, disease, and poverty among 
less fortunate peoples; (2) the determination to utilize further the 
sale and grant of surplus agricultural commodities, insofar as prac- 
ticable, as an instrument for the maintenance of peace and those U.S. 
foreign policies designed to encourage the growth and development of 
free societies by increased opportunities for better health, education, 
and human well-being; and to assist in the development of expanding 
and viable economies. 

Public Law 480, which has been operating for nearly 5 years, author- 
izes the President to enter into agreements with friendly nations for 
the sale of U.S. surplus agricultural products, as far as possible through 
private trade channels, for foreign currencies. The agreements must 
specify, in accordance with the provision of the law, the uses to which 
the foreign currencies may be put. 
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The law also authorizes grants of agricultural goods to foreign 
countries to meet famine or other emergency relief requirements, and 
to American voluntary relief agencies which carry on programs in 
other countries. 

The main changes in Public Law 480 made by S. 1711, as amended, 
which will be discussed in detail in the body of this report, are as 
follows: Extension of the authority of the President under title I 
to sell and to grant agricultural commodities for 3 years at an annual 
ceiling of $2 billion; authority to make grants of food for building 
national food reserves in other countries; authority to establish bi- 
national foundations devoted to promoting educational, cultural, and 
scientific training and activities of mutual interest to the United 
States and the other country; authorization of additional uses for the 
foreign currency accruing to the United States from the sale of agri- 
cultural goods; and the establishment of an administrator for the 
program within the Department of Agriculture to implement more 
effectively the purposes of Public Law 480, 


BACKGROUND 


The food for peace bill, S. 1711, was introduced on April 16, 1959, 
by Senator Hubert H. Humphrey for himself and 15 other Senators. 
It was referred to the Foreign Relations Committee. Comments on 
the bill were requested on April 23, 1959, from the Department of 
State and the Department of Agriculture. The position of the de- 
partments on the bill was given in letters to the chairman of the com- 
mittee on July 6. 

Hearings on S. 1711 were held by the committee on July 7, 8, and 10. 
The Departments of State and Agriculture submitted testimony, as 
did the Export-Import Bank, Senators Morse and Symington and 
Representative Bowles, and representatives of some 30 private and 
voluntary organizations, and in addition written testimony was re- 
ceived from Senators Neuberger and Carroll, Representative Me- 
Govern, Governor Nelson of the State of Wisconsin, and several 
organizations and individuals. 

The general position of the executive branch, as expressed in 
testimony and letters of the Departments of State and Agriculture, 
was one of opposition, although there were several key aspects of the 
bill on which no comments were received. Many of the features of 
the bill to which the executive branch objected most strongly have 
been removed or modified. Moreover, the bill as reported incorporates 
most of the recommendations for amendments to Public Law 480 
by the executive branch submitted to the Congress in July. 

All of the Members of Congress, the Governor of Wisconsin, and the 
representatives of private organizations and individuals with the sole 
exception of the American ‘Farm Bureau Federation strongly sup- 

orted the bill. Some of the private organizations as well as the 

xport-Import Bank suggested specific changes in the legislation, a 
number of which have been incorporated by the committee as amend- 
ments to the bill. 

In recommending Senate passage of this legislation, which consists 
of amendments to Public Law 480 of the 83d Congress, the committee 
recognizes that it does not have primary jurisdiction over one of the 
main aspects of Public Law 480, namely the sale of U.S. surplus 
agricultural commodities. The Committee on Agriculture has had 
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and undoubtedly will continue to have primary jurisdiction over this 
matter. The Foreign Relations Committee, nevertheless, believes 
that S. 1711 represents an example of concurrent jurisdiction. Much 
of the foreign currencies collected as a result of the sale of food and 
fiber are spent for projects over which the Foreign Relations Com- 
mittee has primary jurisdiction and interest. To name a few of these 
uses: exchange of persons, international economic development, pro- 
motion of binational educational and cultural centers and foundations, 
loans by the Export-Import Bank, loans and grants by the Inter- 
setiveal Cootaretien Administration, and the italien, translation 
and distribution abroad of textbooks and Neale covering science and 
technology. 

Thus, in reporting out S. 1711 favorably and urging its passage, the 
committee emphasizes that it in no way seeks to compete with the 
Committee on Agriculture in connection with jurisdiction on this 
subject. If the Committee on Agriculture requests opportunity to 
inquire into this legislation before full Senate consideration, the 
Committee on Foreign Relations would not object. The committee 
suggests, however, that any further consideration of this bill by com- 
mittee be undertaken expeditiously so that the Senate may have an 
opportunity to act before Congress adjourns this session. 


EXPLANATION OF THE BILL IN DETAIL 


Congressional findings and policy 

This section has been rewritten. Recognition is made of both 
American agricultural abundance and the widespread lack of adequate 
food and clothing in the world; and it is stated to be the declared 
policy of the United States to cooperate with friendly nations in the 
service of human need. 

The findings of policy include also the importance of administerin 
the act so as to further international economic development, auaed 
international trade, support the efforts and programs of the United 
Nations and affiliated agencies, and promote the welfare of the Na- 
tion’s economy through the marketing of surplus agricultural goods 
through private trade channels. 

Title I 

Section 101. This section has been amended by creating two new 

subsections (f) and (g). The former encourages agreements between 
the United States and other countries to cover periods in excess of 
1 year wherever supplies make it practicable; and the latter stresses the 
importance of utilizing the funds and authority of the act to further 
the economic and social development plans of underdeveloped coun- 
tries. 
Section 102. Added to this section is the authority for the President 
to make grants in addition to loans. This amendment was requested 
by the executive branch to enable the participation of the United 
— in the establishment of national food reserves. (See discussion 
of sec. 110.) 

Section 103b. The change here is to extend title I of Public Law 480 
from December 31, 1959 to December 31, 1962, and to authorize the 
sale and grant of up to $6 billion total for the 3-year period in surplus 
agricultural commodities. The present law sets a total of $2,250 
million for 18 months all of which is now being used. The committee 
believes that the Government should be permitted to have some 
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additional leeway in extending transfers under title I if the President 
decides this is desirable. The committee also believes that additional 
authority is necessary since all transfers for the establishment of 
national food reserves must come from the funds authorized in title I. 

Section 103(c). This new subsection recognizes the importance of 
coordinating programs and activities under this title with other U.S. 
and international programs directed toward the same end. 

Section 104. This section specifies the uses to which foreign cur- 
rencies resulting from agricultural sales may be put. Under the 
present law uses of foreign currency number 15. S. 1711 would have 
added eight new uses, of which the committee accepted five (q, s, t, u, 
and v, of the committee bill). The committee also accepted an execu- 
tive branch recommendation to include a new use (r) and a modifi- 
cation and broadening of an existing use (b). 

The executive branch generally opposed adding new uses of cur- 
rencies but the committee felt justified in adding some new permis- 
sive uses in view of the existence of the equivalent of several hundreds 
of millions of dollars in unused foreign currencies available from the 
sales under this title and also because of the need to utilize the avail- 
able currencies more effectively for educational, developmental, and 
relief purposes, and for cooperating to a greater extent with programs 
of the United Nations and related agencies. 

Specific changes made by S. 1711, as amended, in section 104 are 
as follows: 

Section 104(b). This subsection was modified at the request of the 
executive branch, specifically, the Office of Civil and Defense Mobili- 
zation. Under present law, section 104(b) authorizes the purchase of 
materials labeled critical and strategic for the U.S. stockpile. This 
authority, however, has never been used because all additions to the 
stockpile have been made through the use of barter authority con- 
tained in section 303 of the act. 

The new language of section 104(b) broadens the authority to pur- 
chase other materials in addition to ones specified in the Critical and 
Strategic Materials Stockpiling Act. These materials would presum- 
ably include items for civil defense which the President proclaimed 
were necessary. It is the understanding of the committee that the 
President and his advisers are presently engaged in determining the 
items to be included in this supplemental stockpile. The language 
in 104(b) in the committee bill conforms more closely to that in 303 (a), 
the barter provision. 

Section 104(e). The committee accepted a change in this subsection 
which was recommended by the Export-Import Bank. It would 
establish a revolving fund to enable the repayment of principal and 
the payment of interest from loans previously made by the Bank under 
this subsection to be reloaned to private business. Previously, no 
determination had been made for the use of moneys returning to the 
United States from such loans. 

S. 1711 would have transferred loans authorized under subsection 
104(e) from the Export-Import Bank to the Development Loan Fund. 
Testimony convinced the committee that the authority should remain 
with the Export-Import Bank. The Bank should seek to increase its 
activity in this area in view of the fact that only $33.5 million has been 
loaned out of $223.7 million set aside for this purpose. 

Section 104(g). The committee made no changes in this subsection. 
S. 1711 would have authorized grants in addition to loans under (g) and 
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it would also have set interest rates at 2% percent. ‘The grant provi- 
sion was deleted only on the ground that grants can be and are being 
made under 104(e) and other subsections. The committee, somewhat 
reluctantly, agreed with the executive branch that in this case the 
legislation should not fix interest rates. At the same time the com- 
mittee, in noting that the executive branch has set interest rates at 
4 percent across the board, cautions that this appears high in view of 
the stage of development of many countries, and in view, further, of 
the tendency on the part of the Soviet Union to offer long-range loans 
at low interest rates. It appears that a greater degree of flexibility 
is called for in setting these interest rates. Certainly they should 
not be set in underdeveloped countries according to the rates at which 
loans are made in the United States. 

Section 104(h). Language has been added to this subsection to 
enable U.S. nonprofit organizations to receive grants for the exchange- 
of-persons programs, provided they are able to furnish the necessary 
dollar expenditures to conclude such programs successfully. 

Section 104(k). The bill specifies that this subsection shall authorize 
the use of local currencies for medical and scientific research, cultural 
and educational development, health, nutrition, and sanitation. The 
committee recognizes that such projects can be undertaken in other 
subsections but places additional and specific authority here because 
these purposes have not been included in agreements to a sufficient 
degree heretofore. The committee requests that those in charge of 
implementing Public Law 480 make an effort to expand these programs 
under this as well as other authority. 

Section 104(p). This new subsection contains language which had 
been part of section 104(0). No new use has been added here. 

Section 104(q). This new subsection authorizes the use of foreign 
currency for financing technicians of the United Nations Food and 
Agriculture Organization and the World Health Organization engaged 
in advising and administering programs on nutrition and the operation 
of national food reserves. 

Section 104(r). This new subsection, recommended by the executive 
branch, allows foreign currency to be used to meet emergency and 
extraordinary relief requirements other than requirements for surplus 
food commodities, provided that not more than a total amount equiva- 
lent to $2 million may be made available for this purpose during any 
fiscal year. 

Section 104(s). This new subsection authorizes help in financing the 
local costs of projects undertaken by the United Nations Special Fund. 

Section 104(t). This new subsection authorizes the use of foreign 
currency for the preparation, distribution, and exhibition of audio- 
visual materials abroad, provided that not more than $5 million may 
be made available for this purpose during any one fiscal year. It 
would be expected that the materials will be carefully developed ac- 
cording to standards established by the President to further the 
interests of the United States. 

Section 104(u). This new subsection authorizes foreign currency to 
be used for financing the services of technicians who are nationals of 
a friendly country assisting in economic and social development 
projects in another friendly country. 

Section 104(v). This new subsection authorizes foreign currency for 
financing relief and rehabilitation projects undertaken following dis- 
asters or for assistance to refugees. 





6 THE INTERNATIONAL FOOD FOR PEACE ACT OF 1959 


The committee wishes to point out that of the new uses, (r) and (t) 
have a dollar equivalent limitation placed on them, and all the rest 
have been made subject to the congressional appropriation process. 
Because of confusion over the uses of foreign currency the committee 
felt it would be helpful to include the following chart: 


Committee on Foreign Relations—Sec. 104°0f Public Law 480 as amended by S. 1711 
as amended by committee action 


Description 


Agricultural market development 
Acquisitions for supplemental! stockpile-_-- 
Common defense grants 
(1) Purchase of goods and services in foreign country 
for shipment to another country for mutual security. 
2) Grants 
conomic development: 
Rp RMNONND dd an nc bdactonivtad ciktined dds hdabbinduambeal Ue” 
(2) Economic development loans 
(2) Grants 
Economic development loans 
Educational exchanges’ 
Smith-Mundt 
Fulbright 
Translation, publication, and distribution of textbooks |-. 
Assistance to American sponsored schools, etc 
Scientific purposes 
Acquisition of buildings abroad. 
Trade and agricultural fairs 
Sen and distribution of library materials__....|.......... 
Assistance to American sponsored schools.__.._..-....- 
Supporting workshops in American studies, etc 
Financing technicians of FAO and WHO 
Assistance to meet emergency relief requirements 
Financing local currency costs of U.N. Special Fund 
Financing preparations, distribution, and exhibition 
of audiovisual informational and educational ma- 


Financing services of technicians, etc. who are na- 
tionals of friendly country needed for economic de- 
velopment programs 

Financing relief and rehabilitation projects resulting 
from disasters or for refugee assistance - --.. 


1 Congressional appropriation normally waived by Budget Bureau as authorized by law; no appropriation 
has been requested to date. 


2 Credit to CCC. 
* Changed in Mutual Security Act to require authorization of foreign currency only. 


The committee remains unconvinced, however, that the appropria- 
tion process is necessary and desirable for the use of foreign currency 
for such purposes as exchange of persons, the exchange of educational 
materials, and the cooperation of the United States with international 
programs. The committee reluctantly submits all new uses, excepting 
those with a dollar limitation, to the 2 “yay éep process because it 


does not wish to delay passage of this bill. 

The three proposed new uses of foreign currency contained in 
S. 1711, as introduced, which the committee did not accept, were 
eliminated because they may be considered premature. The com- 
mittee notes, for example, that when the International Development 


Association comes into existence, foreign currencies might properly 
be utilized by that body. 
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The committee believes that the executive branch should put more 
emphasis on the use of foreign currencies for the erection of storage 
facilities for food reserves. Such facilities are desperately needed in 
many countries, and while they are authorized in more than one sub- 
section of section 104, they are not being built except in one or two 
cases, insofar as the committee can determine, only in Portugal 
and Brazil. 

The committee also stresses the desirability of the President utilizing 
his authority to allow foreign currencies to be reallocated from strictly 
U.S. uses to other purposes of mutual interest to the United States 
and the recipient country. In every agreement now concluded the 
United States automatically reserves a minimum 10 percent for its 
own use. According to studies which have been made of the opera- 
tion of Public Law 480, however, in a number of countries the United 
States does not need and cannot use this amount of foreign currency. 
The President is authorized by the law to allow money allotted to 
the United States to be used for other purposes but the committee 
has been informed this has not been done. The committee believes 
that an effort should be made to put this money into active projects. 

Section 106. The only change in this section is to substitute the 
“President” for the “Secretary of Agriculture” as the proper person 
to determine the nations with whom agreements shall be negotiated 
and the commodities and quantities thereof to be negotiated. 

Section 107. This provision is altered to make more flexible the 
authority of the President to enter into agreements with nations 
within the Communist orbit if he determines that the making of such 
ee will further the foreign policy objectives of the United 

tates. 

Section 110. National food reserves: This is an entirely new section 
establishing the authority for U.S. grants of surplus agricultural 
commodities to other nations to create national food reserves. Sec- 
tion 110 was requested by the executive branch but it is similar to 
title V of S. 1711 as originally introduced. 

This section states specifically that the reserves to be created will 
help implement the resolution of the United Nations, adopted at the 
11th session of the General Assembly. That resolution calls for the 
establishment of national food reserves “to be used in accordance 
with internationally agreed principles.”” The United Nations resolu- 
tion specifies that the purposes of national food reserves should be: 


(a) To meet emergency situations; 

(b) To prevent excessive price increases arising as a result 
of a failure in local food supplies; 

(c) To prevent excessive price increases resulting from 
increased demand due to economic development programs, 
thus facilitating the economic development of less developed 
countries. 


Section 110 specifies that the reserves will be kept at agreed levels 
unless the President specifically approves a reduction below the agreed 
level. The agreements shall also contain safeguards to assure that 
the commodities in the reserve are not used for speculative purposes. 

The committee also emphasizes the importance of utilizing the 
services of and consulting with the United Nations Food and Agri- 
cultural Organization with respect to technical problems of storage, 
management, and operation of national food reserves. 
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The committee calls attention to the fact that the building of 
national food reserves in food deficit countries requires the building 
of adequate storage facilities, that assistance in building such storage 
facilities is authorized under several provisions of this bill, and urges 
the President to use his authority, whenever necessary and advisable, 
to aid other countries in the building of adequate storage facilities 
for national food reserves. 


Title II 


Section 202. An expanded purpose has been added to this section, 
part of which was taken from S. 1711 and part of which was requested 
by the executive branch. The bill now specifies that the President 
may authorize the transfer on a grant basis of surplus agricultural 
commodities to meet the requirements of needy peoples, to promote 
economic development, and to assist friendly nations in carrying out 
programs, including those undertaken by the United Nations Food 
and Agriculture Organization and the World Health Organization. 

Section 203. The committee recommends that up to $250 million 
a year may be used for the purposes specified in title II. The com- 
mittee’s recommendation is $50 million lower than that requested by 
the executive branch. The bill specifies an annual amount to be 
granted rather than a cumulative total which had been included 

reviously in the law. The committee also accepted an executive 

ranch recommendation to permit payments from title II funds of 
general average claims arising from loss of part of a ship or ship’s 
cargo during shipments of title II commodities to recipient countries. 
At present the recipient country bears these claims. It is expected 
that such payments will be rare. 

Section 204. This extends title II for 3 years, until December 31, 
1962. 


Title III 


Section 304. The technical change in this section was made so that 
new title IV would be subject to the same restrictions with respect 
to sales to the Soviet Union or areas dominated or controlled by 
Communist China as are titles I and III. 

Section 306. This new section specifies that the Commodity Credit 
Corporation should dispose of its stocks of animal fats and edible oils 
or products thereof by donation to the appropriate agencies of the 
Federal Government, nonprofit voluntary organizations registered 
with the Department of State, and international organizations for 
use in the assistance of needy persons outside the the United States. 
The Commodity Credit Corporation is also authorized to purchase 
for donations animal fats and edible oils and the products thereof to 
maintain the support level for cottonseed and soybeans. The execu- 
tive branch already has this authority but the committee makes it 
specific in order to urge the executive branch to comply with the 
request of the Congress in this matter. Animal fats and edible oils 
have been needed and requested by voluntary organizations, but have 
been denied by the Government. 


Title IV 


This is a new title authorizing the President to negotiate and carry 
out agreements to establish in friendly countries nonprofit foundations 
to foster and promote research, education, health, and public welfare. 
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Section 401 specifies that such foundations should be directed by a 
board of trustees composed of U.S. nationals and nationals of the 
country in which the foundation is located. 

Section 402 authorizes the President to grant or loan in accordance 
with the provisions of section 104, and without regard to the provi- 
sions of Public Law 213 (the Battle Act), to any foundation estab- 
lished under this title local currencies which accrue to the United 
States as repayments of principal and payment of interest on loans 
made under section 104g. The foundations will become increasingly 
important as loans made under section 104 are repaid. 


Title V. Administration 


Title V, which is new, establishes three administrative procedures 
for carrying out the purposes and functions of Public Law 480. 

Section 501 creates an office in the Department of Agriculture of a 
Peace Food Administrator whose duties shall be assigned by the 
President in accordance with the provisions of this act. The Admin- 
istrator shall be appointed by the President by and with the advice 
and consent of the Senate and shall receive a compensation equal to a 
level provided for assistant secretaries. 

Section 502 establishes a Peace Food Policy Committee which shall 
consist of an Assistant Secretary, or officer of comparable level, of the 
Departments of State; Treasury; Commerce; and Health, Education, 
and Welfare; and the International Cooperation Administration; and 
such other agencies as the President may determine. The function 
of the Peace Food Policy Committee will be to consult and advise 
the Peace Food Administrator. 

Section 503 creates a Peace Food Advisory Committee consisting 
of the representatives of: the major agricultural organizations; 
exporters of food and fiber; voluntary agencies such as CARE; 
religious groups; education, medical, and health associations; and 
industrial and business organizations. In adding the latter category 
of organizations the committee intends that these shall be groups 
which are not directly involved or have special interests in the opera- 
tions of Public Law 480. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XTX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported are shown as follows deniating tare proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman) : 


Agricultural Trade Development and Assistance Act of 1954, 
as Amended 


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That this Act may be 
cited as the [“ Agricultural Trade Development and Assistance Act of 
1954”. “Jnternational Food for Peace Act of 1959.” 

[Serc. 2. It is hereby declared to be the policy of Congress to expand 
international trade among the United States and friendly nations, to 


59004°—-59 S. Rept., 86-1, vol. 4 80 
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facilitate the convertibility of currency, to promote the economic sta- 
bility of American agriculture and the national welfare, to make maxi- 
mum efficient use of surplus agricultural commodities in furtherance 
of the foreign policy of the United States, and to stimulate and facili- 
tate the expansion of foreign trade in agricultural commodities pro- 
duced in the United States by providing a means whereby surplus 
agricultural commodities in excess of the usual marketings of such 
commodities may be sold through private trade channels and foreign 
currencies accepted in payment therefor. It is further the policy to 
use foreign currencies which accrue to the United States under this 
Act to expand international trade, to encourage economic develop- 
ment, to purchase strategic materials, to pay United States obligations 
abroad, to promote collective strength, and to foster in other ways the 
foreign pohiey of the United States.] 


CONGRESSIONAL FINDINGS AND POLICY 


Szc. 2. (a) In view of the abundant agricultural production of the 
American farmer made possible by the advances of science and tech- 
nology, and the continued hunger and want of clothing in many areas 
of the world, the Congress declares it to be the policy of the United 
States, in cooperation with other friendly nations, to put its abundance 
of food and fiber, consistent with the availability of supplies, as effec- 
tively and rapidly as possible in the service of human need. 

(6) The Congress further declares it to be the policy of the United 
States to utilize our growing stocks of agricultural goods to aid in all 
possible ways those peoples who are in revolt against poverty, illit- 
eracy, and disease, and who are determined to achieve that economic 
and social development necessary to national dignity and individual 
well-being. 

(c) To achieve the aforenamed purposes, and to promote the for- 
eign policy of the United States by the maximum efficient use of 
United States agricultural commodities, the Congress directs that 
this act be administered in a manner: to enlist the cooperation of 
other agricultural surplus countries; to expand international trade 
between the United States and friendly nations, particularly in agri- 
cultural commodities by providing a means whereby surplus agri- 
cultural commodities in excess of the usual marketings of such 
commodities may be sold through private trade channels ; to facilitate 
the convertibility of currency; to promote the economic stability of 
American agriculture and the national welfare; and to support the 
efforts and programs of the United Nations and its specialized agen- 
cies and affiliated organizations. It is further directed that the for- 
eign currencies which accrue to the United States under this act be 
used to expand international trade, to encourage international eco- 
nomic development, to purchase strategie materials, to pay United 
States obligations abroad, to promote collective strength, to facilitate 
mutual understanding through the exchange of persons, to stimulate 
educational development, and to foster in other ways the foreign policy 
of the United States. 
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TITLE I—SALES FOR FOREIGN CURRENCY 


Sec. 101. In furtherance of this policy, the President is authorized 
to negotiate and carry out agreements with friendly nations or or- 
ganizations of friendly nations to provide for the sale of surplus 
agricultural commodities for foreign currencies. In negotiating such 
agreements the President shall— 

(a) take reasonable precautions to safeguard usual marketings 
of the United States and to assure that sales under this Act will 
not unduly disrupt world prices of agricultural commodities or 
normal patterns of commercial trade with friendly countries; 

(b) take appropriate steps to assure that private trade channels 
are used to the maximum extent practicable both with respect to 
sales from privately owned stocks and from stocks owned by the 
Commodity Credit Corporation ; 

(c) give special consideration to utilizing the authority and 
funds provided by this Act, in order to develop and expand con- 
tinuous market demand abroad for agricultural commodities, 
with appropriate emphasis on underdeveloped and new market 
areas; 

(d) seek and secure commitments from participating countries 
that will prevent resale or transshipment to other countries, or 
use for other than domestic purposes, of surplus agricultural 
commodities purchased under this Act, without specific approval 
of the President; [and] 

(e) afford any friendly nation the maximum opportunity to 
purchase surplus agricultural commodities from the United 
States, taking into consideration the opportunities to achieve the 
declared policy of this Act and to make effective use of the for- 
elgn currencies received to carry out the purposes of this Act [.]; 

(f) seek, insofar as practicable, to enter into such agreement 
for periods in excess of one year where supplies permit; and 

(9) give maximum attention to utilizing the authority and 
funds provided by this Act to further the economic and social 
development plans of underdeveloped countries. 

Sec. 102. (a) For the purpose of carrying out agreements con- 
cluded by the President hereunder, the Commodity Credit Corpora- 
tion, in accordance with regulations issued by the President pursuant 
to subsection (b) of this section, (1) shall make available for sale 
hereunder to domestic exporters or for grant surplus agricultural 
commodities heretofore or hereafter acquired by the Corporation in 
the administration of its price-support operations, and (2) shall make 
funds available to finance the sale or grant and exportation of surplus 
agricultural commodities, whether from private stocks or from stocks 
of the Commodity Credit Corporation. In supplying such commodi- 
ties to exporters under this subsection the Commodity Credit Corpora- 
tion shall not be subject to the sales price restrictions in section 407 of 
the Agricultural Act of 1949, as amended. The commodity set-aside 
established for any commodity under section 101 of the Agricultural 
Act of 1954 (68 Stat. 897) shall be reduced by a quantity equal to 
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the quantity of such commodity financed hereunder which is exported 
from private stocks. 

(b) In order to facilitate and maximize the use of private channels 
of trade in carrying out agreements entered into pursuant to this Act, 
the President may, under such regulations and subject to such safe- 
guards as he deems appropriate, provide for the issuance of letters of 
commitment against feats or guaranties of funds supplied by the 
Commodity Credit Corporation and for this purpose accounts may be 
established on the books of any department, agency, or establishment 
of the Government, or on terms and conditions approved by the Secre- 
tary of the Treasury in banking institutions in the United States. 
Such letters of commitment, when issued, shall constitute obligations 
of the United States and moneys due or to become due thereunder shall 
be assignable under the Assignment of Claims Act of 1940. Expendi- 
tures of funds which have been made available through accounts so 
established shall be accounted for on standard documentation required 
for expenditures of Government funds. 

Sec. 103. (a) For the purpose of making payment to the Com- 
modity Credit Corporation to the extent the Commodity Credit 
Corporation is not reimbursed under section 105 for commodities dis- 
posed of and costs incurred under titles I and II of this Act, there 
are hereby authorized to be appropriated such sums as are equal to 
(1) the Corporation’s investment in commodities made available for 
export under this title and title II of this Act, including processing, 
packaging, transportation, and handling costs, (2) all costs incurred 
by the Corporation in making funds available to finance the exporta- 
tion of surplus agricultural commodities pursuant to this title and, 
(8) all Commodity Credit Corporation funds expended for ocean 

reight costs authorized under title II hereof for purposes of section 
416 of the Agricultural Act of 1949, as amended. Any funds or other 
assets available to the Commodity Credit Corporation may be used 
in advance of such appropriation or payments, for carrying out the 
purposes of this Act. 

(b) [Agreements shall not be entered into under this title during 
the period beginning July 1, 1958, and ending December 31, 1959, 
which will call for appropriations to reimburse the Commodity Credit 
Corporation, pursuant to subsection (a) of this section, in amounts 
in excess of $2,250,000,000, plus any amount by which agreements 
entered into in prior fiscal years have called or will call for appropria- 
tions to reimburse the Commodity Credit Corporation in amounts 
less than authorized for such prior fiscal years by this Act as in effect 
during such fiscal years.]_ Agreements shall not be entered into under 
this title during the period beginning January 1, 1960, and ending 
December 31, 1962, which will call for appropriations to reimburse 
the Commodity Credit Corporation, pursuant to subsection (a) of this 
section, in amounts in excess of $6,000,000,000, plus any amount 6 
which agreements entered into in prior years have called or will 
call for appropriations to reimburse the Commodity Credit Corpora- 
tion in amounts less than authorized for such prior years by this Act 
as in effect during such years. 

(c) In carrying out programs and activities under this title, the 
President shall, insofar as possible, coordinate such programs and 
activities with other United States and international programs and 
activities directed toward the same end. 
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Src. 104. Notwithstanding section 1415 of the Supplemental Appro- 
priation Act, 1953, or any other provision of law, the President may 
use or enter into agreements with friendly nations or organizations of 
nations to use the foreign currencies which accrue under this title for 
one or more of the following purposes: 

(a) To help develop new markets for United States agricul- 
tural commodities on a mutually benefiting basis; 

(b) [To purchase or contract to purchase strategic and critical 
materials, within the applicable terms of the Strategic and 
Critical Materials Stockpile Act, for a supplemental United 
States stockpile of such materials as the President may deter- 
mine from time to time under contracts, including advance pay- 
ment contracts, for supply extending over periods up to ten years. 
All strategic and critical materials acquired under authority of 
this title shall be placed in the above named supplemental stock- 
pile and may be additional to the amounts acquired under au- 
thority of the Strategic and Critical Materials Stockpile Act. 
Materials so acquired shall be released from the supplemental 
stockpile only under the provisions of section 3 of the Strategic 
and Critical Materials Stockpile Act.] 7Z'o purchase or contract 
to purchase strategic or other materials for a supplemental 
United States stockpile of such materials as the President ma 
determine from time to teme. Such strategic or other ative 
acquired under this subsection shall be placed in the above named 
supplemental stockpile and shall be released therefrom only under 
the provisions of section 3 of the Strategic and Critical Materials 
Stock Piling Act. 

(c) To procure military equipment, materials, facilities, and 
services for the common defense; 

(d) For financing the purchase of goods or services for other 
friendly countries; 

(e) For promoting balanced economic development and trade 
among nations for which purposes not more than 25 per centum 
of the currencies received pursuant to each such agreement shall 
be available through and under the procedures established by the 
as cae Bank for loans mutually agreeable to said Bank 
and the country with which the agreement is made to United 
States business firms and branches, subsidiaries, or affiliates of 
such firms for business development and trade expansion in such 
countries and for loans to domestic or foreign firms for the estab- 
lishment of facilities for aiding in the utilization, distribution, or 
otherwise increasing the consumption of, and markets for, United 
States agricultural products: Provided, however, That no such 
loans shall be made for the manufacture of any products to be 
exported to the United States in competition with products pro- 
duced in the United States or for the manufacture or production 
of any Somes to be marketed in competition with United 
States agricultural commodities or the products thereof. Foreign 
currencies may be accepted in repayment of such loans. Jnterest 
and principal payments received on such loans shall remain with 
and be available to the Export-Import Bank for additional loans 
made in accordance with the provisions of this subsection. 

(f) To pay United States obligations abroad; 
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(g) For loans to promote multilateral trade and economic de- 
velopment, made through established banking facilities of the 
friendly nation from which the foreign currency was obtained or 
in any other manner which the President may deem to be appro- 
yriate. Strategic materials, services, or foreign currencies may 
be accepted in payment of such loans; 

(h) For the financing of international educational exchange 
activities under the programs authorized by section 32(b) (2) of 
the Surplus Property Act of 1944, as amended (50 U.S.C. App. 
1641(b)) and for the financing in such amounts as may be 
specified from time to time in appropriation acts of programs 
for the interchange of persons under title II of the United States 
Information and Educational Exchange Act of 1948, as amended 
(22 U.S.C. 1446) ; in the allocation of funds as among the various 
purposes set forth in this section, a special effort shall be made to 
provide for the purposes of this subsection, including a particular 
effort with regard to: (1) countries where adequate funds are not 
available from other sources for such purposes, and (2) coun- 
tries where agreements can be negotiated to establish a fund with 
the interest and principal available over a period of years for such 
purposes, such special and particular effort to include the setting 
aside of such amounts from sale proceeds and loan repayments 
under this title, not in excess of $1,000,000 a year in any one 
country for a period of not more than five years in advance, as 
may be determined by the Secretary of State to be required for 
the purposes of this subsection[;]. Such currencies may also be 
used in such amounts as may be specified from time to time in 
appropriation acts for making grants to United States nonprofit 
organizations and institutions for carrying out such exchange of 
persons projects under this paragraph between the United States 
and other countries as may be agreed upon between such organ- 
izations and institutions and the Secretary of State, but no such 
grants shall be made to any organization or institution which 
does not agree to provide the dollar funds which the Secretary of 
State deems necessary to carry forward agreed projects to a 
successful conclusion; 

(i) For financing the translation, publication, and distribution 
of books and periodicals, including Government publication, 
abroad: Provided, That not more than $5,000,000 may be allo- 
cated for this purpose during any fiscal year ; 

(j) For providing assistance to activities and projects author- 
ized by section 203 of the United States Information and Educa- 
tional Exchange Act of 1948, as amended (22 U.S.C. 1448), but 
no foreign currencies which are available under the terms of any 
agreement for appropriation for the general use of the United 
States shall be used for the purposes of this subsection (j) with- 
out appropriation therefor ; 

(k) To collect, collate, translate, abstract, and disseminate scien- 
tific and technological information and to conduct research and 
support scientific activities overseas including programs and proj- 
ects of scientific cooperation between the United States and other 
countries such as coordinated research against diseases common 
to all of mankind or unique to individual regions of the globe, 
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and to promote and support programs of medical and scientific 
research, cultural and educational development, health, nutrition, 
and sanitation: Provided, That foreign currencies shall be avail- 
able for the purposes of this subsection (in addition to funds 
otherwise made avuilable for such purposes) but only in such 
amounts as may be specified from time to time in appropriation 
Acts; 

(1) For the acquisition by purchase, lease, rental or otherwise, 
of sites and buildings and grounds abroad, for United States 
Government use including offices, residence quarters, community 
and other facilities, and for construction, repair, alteration and 
furnishing of such buildings and facilities: Provided, That for- 
eign currencies shall be available for the purposes of this sub- 
section (in addition to funds otherwise made available for such 
purposes) in such amounts as may be specified from time to time 
in appropriation acts; 

(m) For financing in such amounts as may be specified from 
time to time in appropriation acts (A) trade fair participation 
and related activities authorized by section 3 of the International 
Cultural Exchange and Trade Fair Participation Act of 1956 
(22 U.S.C. 1992), and (B) agricultural and horticultural fair 
participation and related activities; 

(n) For financing under the direction of the Librarian of 
Congress, in consultation with the National Science Foundation 
and other interested agencies, in such amounts as may be specified 
from time to time in appropriation acts, (1) programs outside 
the United States for the analysis and evaluation of foreign books, 
periodicals, and other materials to determine whether they would 
provide information of technical or scientific significance in the 
United States and whether such books, periodicals, and other 
materials are of cultural or educational significance; (2) the 
registry, indexing, binding, reproduction, cataloging, abstracting, 
translating, and dissemination of books, periodicals, and related 
materials determined to have such significance; and (8) the acqui- 
sition of such books, periodicals, and other materials and the 
deposit thereof in libraries and research centers in the United 
States specializing in the areas to which they relate; 

(o) For sagaldind assistance, in such amounts as may be 
specified from time to time in appropriation acts, by grant or 
otherwise, in the expansion or operation in foreign countries of 
established schools, colleges, or universities founded or sponsored 
by citizens of the United States, for the purpose of enabling such 
educational institutions to carry on programs of vocational, pro- 
fessional, scientific, technological, or general education; [and in 
the supporting of workships in American studies or American 
educational techniques, and supporting chairs in American 
studies :] 

(p) For supporting workshops in American studies or Ameri- 
Sone curate techniques, and supporting chairs in American 
studies ; 

(q) For financing technicians and other personnel of the United 
Nations Food and Agriculture Organization and World Health 
Organization (including necessary equipment and supplies) en- 
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gaged in (i) consulting and advising on, conducting, or admin- 
estering government programs designed to relieve chronic hunger 
and malnutrition, (i) consulting and advising on programs for 
the storage, management, and operation of national food reserves, 
or (iii) training local technical, administrative, and other person- 
nel needed to carry out such programs; 

(r) For assistance to meet emergency or extraordinary relief 
requirements other than requirements for surplus food commodi- 
ties: Provided, That not more than a total amount equivalent to 
$2,000,000 may be made available for this purpose during any 
fiscal year ; 

(s) For financing local currency cost components of projects 
undertaken by the United Nations Special Fund for which such 
Fund pays foreign exchange costs; 

(t) For financing the preparation, distribution, and exhibitin 
of audio-visual informational and educational materials, includ- 
ing Government materials, abroad: Provided, That not more than 
a total amount equivalent to $5,000,000 may be made available for 
this purpose during any fiscal year; 

(w) For financing the services of technicians, advisers, and 
administrators who are nationals of any friendly country, which 
may be needed to further economic and social development pro- 
grams in other friendly countries ; 

(v) For financing relief and rehabilitation projects under- 
taken following disasters or for assistance to refugees. 

Provided, however, That section 1415 of the Supplemental Appropria- 
tion Act, 1953, shall apply to all foreign currencies used for grants 
under subsections (d) and (e) and for payment of United States 
obligations involving grants under subsection (f) and to not less 
than 10 per centum of the foreign currencies which accrue under this 
title: Provided, however, That the President is authorized to waive 
such applicability of section 1415 in any case where he determines that 
it would be inappropriate or inconsistent with the purposes of this 
titlef{.J- Provided. however, That foreign currencies shall be available 
for the purposes of subsections (p), (q), (8), (u),and (v), in addition 
to funds otherwise made available for such purposes, only in such 
amounts as may be specified from time to time in appropriation Acts. 

Sec. 105. Foreign currencies received pursuant to this title shall be 
deposited in a special account to the credit of the United States and 
shall be used only pursuant to section 104 of this title, and any depart- 
ment or agency of the government using any of such curriencies for a 
purpose for which funds have been appropriated shall reimburse the 
Commodity Credit Corporation in an amount equivalent to the dollar 
value of the currencies used. 

Sec. 106. As used in this Act, “surplus agricultural commodity” 
shall mean any agricultural commodity or product thereof, class, kind, 
type, or other specification thereof, produced in the United States, 
either privately or public owned, which is or may be reasonably ex- 
pected to be in excess of domestic requirements, adequate carryover, 
and eee exports for dollars, as determined by the Secretary 
of Agriculture. The [Secretary of Agriculture] President is also 
authorized to determine the nations with whom agreements shall be 
negotiated, and to determine the commodities and quantities thereof 
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which may be included in the negotiations with each country after 
advising with other agencies of Government affected and within broad 
policies laid down by the President for implementing this Act. 

Sec. 107. As used in this Act, “friendly nation” means any country 
other than (1) the U.S.S.R., or (2) any nation or area dominated or 
controlled by the foreign government or foreign organization con- 
trolling the world Communist movement[.]: Provided, That such 
term shall not exclude any nation referred to in clause (2) if the Presi- 
dent determines that the making and carrying out of agreements with 
such nation under this Act will be in the mterest of attaining the 
foreign policy objectives of the United States. 

Sec. 108. The President shall make a report to Congress with 
respect to the activities carried on under this Act at least once each 
six months and at such other times as “| be appropriate and such 
reports shall include the dollar value, at the exchange rates in effect 
at the time of the sale, of the foreign currency for which commodities 
exported pursuant to section 102(a) hereof are sold. 

Sec. 109. No transactions shall be undertaken under authority of 
this title after [December 31, 1959] December 31, 1962, except as 
required pursuant to agreements theretofore entered into pursuant to 
this title. 

Sec. 110. In order to implement the resolution adopted by the 
United Nations on February 20, 1957 (United Nations Resolution 
1025 [XI]), which was sponsored by the United States, calling for 
international cooperation in the establishment of national food re- 
serves, surplus agricultural commodities may be made available by 
the President on a grant basis for such reserve purposes pursuant to 


an agreement with the recipient country requiring that payment shall 
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be made when such commodities are withdrawn from the reserve: 
Provided, That no payment shall be required for any quantities of 
such commodities which are used by agreement of the President and 
the government of the recipient country for purposes provided for in 
section 201 of this Act. Agreement under which commodities are 
provided pursuant to this section shall specify whether any payment 
made thereunder shall be in foreign currency or in dollars, and the 
purposes authorized under section 104 of this Act for which any such 
fereign currency payments may be used. Such agreements shall re- 
quire the government of the recipient country to maintain the reserve 
at agreed levels unless the President specifically approves a reduction 
below the agreed level, and shall contain reasonable safeguards to 
assure that the commodities in the reserve are not used for speculative 
purposes. In negotiating agreements under this section the President 
shall give effect to the requirements prescribed in section 101 for 
agreements entered into onlier that section. 


TITLE II—FAMINE RELIEF AND OTHER ASSISTANCE 


Sec. 201. In order to enable the President to furnish emergency 
assistance on behalf of the people of the United States to friendly 
peoples in meeting famine or other urgent or extraordinary relief 
requirements, the Commodity Credit Corporation shall make avail- 
able to the President out of its stocks such surplus agricultural com- 
modities (as defined in section 106 of title 1) as he may request, for 
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transfer (1) to any nation friendly to the United States in order to 
meet famine or other urgent or extraordinary relief requirements 
of such nation, and (2) to friendly but needey populations without 
regard to the friendliness of their government. 

Sec. 202. [The] Jn order to facilitate the utilization of surplus 
agricultural commodities in meeting the requirements of needy peo- 
ples, and to promote economic development in underdeveloped areas 
in addition to that which can be acomplished under title I of this Act, 
and to assist friendly nations in establishing, expanding, or carrying 
out programs, including programs undertaken with the assistance of 
experts and technicians of the United Nations Food and Agriculture 
Organization, and the World Health Organization for the relief of 
chronic hunger and malnutrition the President may authorize the 
transfer on a grant basis of surplus agricultural commodities from 
Commodity Credit Corporation stocks to assist programs undertaken 
apes friendly governments or through voluntary relief agencies] 

y or with friendly governments or voluntary relief agencies: Pro- 
vided, That the President shall take reasonable precaution that such 
transfers will not displace or interfere with sales which might other- 
wise be made. 

Sec. 203. [Not more than $800,000,000 (including the Corpora- 
tion’s investment in such commodities) shall be expended for all such 
transfers and for other costs authorized by this title.] Not more than 
§250,000,000, including the Corporation’s investment in the commodi- 
ties, shall be expended annually for all such transfers and for other 
costs authorized by this title. The President may make such trans- 
fers through such agencies, including intergovernmental organiza- 
tions, in such manner, and upon such terms and conditions as he deems 
appropriate; he shall make use of the facilities of voluntary relief 
agencies to the extent practicable. Such transfers may include de 
livery f.o.b. vessels in United States ports and, upon a determination 
by the President that it is necessary to accomplish the purposes of this 
title or of section 416 of the Agricultural Act of 1949, as amended 
ocean freight charges from United States ports to designated ports of 
entry abroad may be paid from funds available to carry out this title 
on commodities transferred pursuant hereto or donated under said 
section 416[.] and charges for general average contributions arising 
out of the ocean transport of commodities transferred pursuant 
hereto, may be paid from such funds. Funds required for ocean 
freight costs authorized under this title may be transferred by the 
Commodity Credit Corporation to such other Federal agency as may 
be designated by the President. 

Src. 204. No programs of assistance shall be undertaken under the 

authority of this title after [December 31, 1959.] December 31, 1962. 


TITLE III—GENERAL PROVISIONS 


Src. 301. Section 407 of the Agricultural Act of 1949 is amended 
by adding at the end thereof the following: “Notwithstanding the 
foregong, the Corporation, on such terms and conditions as the Sec- 
retary may deem in the public interest, shall make available any farm 
commodity or product thereof owned or controlled by it for use in 
relieving distress (1) in any area in the United States declared by the 
President to be an acute distress area because of unemployment or 
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other economic cause if the President finds that such use will not dis- 
place or interfere with normal marketing of agricultural commodities 
and (2) in connection with any major disaster determined by the 
President to warrant assistance by the Federal Government under 
Public Law 875, Eighty-first Congress, as amended (42 U.S.C. 1855). 
Except on a reimbursable basis, the Corporation shall not bear any 
costs in connection with making such commodity available beyond the 
cost of the commodities to the Corporation in store and the handling 
and transportation costs in making delivery of the commodity to 
designated agencies at one or more central locations in each State.” 

Sec. 302. Section 416 of the Agricultural Act of 1949 is amended 
to read as follows: 

“Src. 416. In order to prevent the waste of commodities acquired 
through price-support operations by the Commodity Credit Corpora- 
tion before they can be disposed of in normal domestic channels with- 
out impairment of the price-support program or sold abroad at com- 
petitive world prices, the Commodity Credit Corporation is author- 
ized, on such terms and under such regulations as the Secretary may 
deem in the public interest: (1) upon application, to make such 
commodities available to any Federal agency for use in making pay- 
ment for commodities not produced in the United States; (2) to barter 
or exchange such commodities for strategic or other materials as 
authorized by law; (3) in the case of food commodities to donate such 
commodities to the Bureau of Indian Affairs and to such State, Fed- 
eral, or private agency or agencies as may be designated by the proper 
State or Federal authority and approved by the Secretary, for use in 
the United States in nonprofit school-lunch programs, in the assistance 
of needy persons, and in charitable institutions, including hospitals, 
to the extent that needy persons are served; and (4) to donate any 
such food commodities in excess of anticipated dispositon under (1), 
(2), and (3) above to nonprofit voluntary agencies registered with the 
Committee on Voluntary Foreign Aid of the Foreign Operations Ad- 
ministration or other appropriate department or agency of the Fed- 
eral Government and intergovernmental organizations for use in the 
assistance of needy persons outside the United States. In the case of 
(3) and (4) above the Secretary shall obtain such assurance as he deems 
necessary that the recipients thereof will not diminish their normal 
expenditures for food by reason of such donation. In order to facili- 
tate the appropriate disposal of such commodities, the Secretary may 
from time to time estimate and announce the quantity of such com- 
modities which he anticipates will become available for distribution 
under (3) and (4) above. The Commodity Credit Corporation may 
pay, with respect to commodities disposed of under this section, re- 
processing, packaging, transporting, handling, and other charges 
accruing up to the time of their delivery to a Federal agency or to the 
designated State or private agency, in the case of commodities made 
available for use within the United States, or their delivery free along- 
side ship or free on board export carrier at point of export, in the case 
of commodities made available for use outside the United States. 
For the purpose of this section the terms ‘State’ and ‘United States’ 
include the District of Columbia and any Territory or possession of 
the United States.” 

Src. 303. The Secretary shall, whenever he determines that such 
action is in the best interest of the United States, and to the maxi- 
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mum extent practicable, barter or exchange agricultural commodi- 
ties owned by the Commodity Credit Corporation for (a) such 
strategic or other materials of which the United States does not do- 
mestically produce its requirements and which entail less risk of loss 
through deterioration or substantially less storage charges as the 
President may designate, or (b) materials, goods, or equipment re- 
quired in connection with foreign economic and military aid and as- 
sistance programs, or (c) materials or equipment required in sub- 
stantial quantities for offshore construction programs. He is hereby 
directed to use every practicable means, in cooperation with other 
Government agencies, to arrange and make, through private channels, 
such barters or exchanges or to utilize the authority conferred on 
him by section 4(h) of the Commodity Credit Corporation Charter 
Act, as amended, to make such barters or exchanges. In carrying 
out barters or exchanges authorized by this section, no restrictions 
shall be placed on the countries of the free world into which surplus 
agricultural commodities may be sold, except to the extent that the 
Secretary shall find necessary in order to take reasonable precautions 
to safeguard usual marketings of the United States and to assure that 
barters or exchanges under this Act will not unduly disrupt world 
prices of agricultural commodities or replace cash sales for dollars. 
The Secretary may permit the domestic processing of raw materials 
of foreign origin. ‘The Secretary shall endeavor to cooperate with 
other exporting countries in preserving normal patterns of commer- 
cial trade with respect to commodities covered by formal] multilateral 
international marketing agreements to which the United States is a 
party. Agencies of the United States Government procuring such 
materials, goods, or equipment are hereby directed to cooperate with 
the Secretary in the disposal of surplus agricultural commodities 
by means of barter or exchange. The Secretary is also directed to 
assist, through such means as are available to him, farmers’ coopera- 
tives in effecting exchange of agricultural commodities in their posses- 
sion for strategic materials. 

Sec. 304. The President shall exercise the authority contained in 
title I of this Act (1) to assist friendly nations to be independent of 
trade with the Union of Soviet Socialist Republics and with nations 
dominated or controlled by the Union of Soviet Socialist Republics 
and (2) to assure that agricultural commodities sold or transferred 
thereunder do not result in increased availability of those or like com- 
modities to unfriendly nations. 

(b) Nothing in this Act shall be construed as authorizing trans- 
actions under [title I or title III] title 7, title I11, or title TV with 
the Union of Soviet Socialist Republics or any of the areas dominated 
or controlled by the Communist regime in China. 

Sec. 305. All Commodity Credit Corporation stocks disposed of 
under title II of this Act and section 416 of the Agricultural Act of 
1949, as amended, shall be clearly identified by, as far as practical, 
appropriate marking on each package or container as being furnished 
by the people of the United States of America. 

Sec. 306. Notwithstanding any other provision of law, the Com- 
modity Credit Corporation is hereby authorized— 

“(1) to dispose of its stocks of animal fats and edible oils or 
products thereof by donation, upon such terms and conditions as 
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the Secretary of Agriculture deems appropriate, to nonprofit vol- 
untary agencies registered with the Department of State, appro- 
priate agencies of the Federal Government or international organ- 
izations, for use in the assistance of needy persons outside the 
United States; 

“(2) to purchase for donation as provided above such quantities 
of animal fats and edible oils and the products thereof as the 
Secretary determines will maintain the support level for cotton- 
seed and soybeans without requiring the acquisition of such com- 
modities under the price support program. 

Commodity Credit Corporation may incur such additional costs with 
respect to commodities to be donated hereunder as it is authorized to 
incur with respect to food commodities disposed of under section 416 
of the Agricultural Act of 1949, and may pay ocean freight charges 
from United States ports to designated ports of entry abroad. 


TITLE IV—BINATIONAL FOUNDATIONS 


Sec. 401. (a) The President is authorized to negotiate and carry 
out agreements with friendly nations to provide for the establishment 
in such countries of nonprofit foundations to foster and promote 
research, education, health, and public welfare. 

(b) A foundation established under this title shall be wnder the 
direction of a board of trustees consisting of— 

(1) a number, to be determined by the agreement between 
the United States and the country in which the foundation is 
located, of the nationals of such country appointed by the Gov- 
ernment thereof ; 

(2) an equal number of nationals of the United States (one 
of whom shall be the chief of the United States diplomatic mis- 
sion to such country) appointed by the President; and 

(3) one member, who shall be chairman, who shall be appointed 
by the government of such country with the approval of a majority 
of the members appointed as provided in clauses (1) and (2). 

Members of a board of trustees shall serve at the pleasure of the ap- 
pointing authority, and vacancies shall be filled in the same manner 
as in the case of the original appointments. 

Sec. 402. The President is authorized to grant or loan in accordance 
with the provisions of section 104, and without regard to the provi- 
sions of Public Law 213, Fighty-second Congress, to any foundation 
established under this title for use in carrying out the purposes speci- 
fied in section 401(a) local currencies which accrue to the United 
States as repayments of principal or payment of interest on loans 
heretofore or hereafter made by the United States under section 
104(g). Any such currencies may be used for direct expenditure, or 
may be invested and the proceeds used; for carrying out this title. 


TITLE V—ADMINISTRATION 


Sec. 501. (a) There is hereby established in the Department of 
Agriculture the Office of Peace Food Administrator. The Peace 
Food Administrator shall be appointed by the President by and with 
the advice and consent of the Senate and shall receive compensation 
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at the rate provided by law for assistant secretaries. The Peace 
Food Administrator shall perform his functions as assigned by the 
President in accordance with the provisions of this Act under the 
general supervision and direction of the Secretary of Agriculture. 

(>) (1) The President may carry out the functions conferred upon 
him by this Act and section 402 of the Mutual Security Act of 1954, as 
amended, either directly or through the Peace Food Administrator. 

(2) The President is authorized to transfer to the Department of 
Agriculture the functions of any other agency which he determines 
are related to the functions of, and can be more effectively or economi- 
cally carried out by, the Peace Food Administrator, together with any 
personnel or property used primarily in carrying out such functions. 

(c) The Secretary of Agriculture is authorized to make such ea- 
penditures and appoint ond. the compensation of such personnel as 
may be necessary to enable the Peace Food Administrator to carry out 
his functions. 

Sec. 502. (a) There is hereby established a Peace Food Policy 
Committee which shall consist of an Assistant Secretary, or officer 
of comparable level, of each of the following departments or agencies: 
Departments of State, Treasury, Commerce, Health, Education, and 
Welfare, and the International Cooperation Administration, and such 
other agencies as the President may determine. 

(6) lt shall be the duty of the Peace Food Policy Committee to 
advise and consult with the Peace Food Administrator concerning the 
administration of this Act. The Committee shall meet from time to 
time upon request of the Peace Food Administrator and at such other 
times as it may deem necessary. 

Sec. 503. (a) There is hereby established a Peace Food Advisory 
Committee which shall consist of representatives of the following and 
such other groups as the President deems advisable who shall be 
appointed by the President for terms of two years: 

(1) The major agricultural organizations; 

(2) Eaporters of food and fiber; 

(3) Industrial and busines organizations ; 

(4) Voluntary agencies, religious groups, educational, medical, 
and health associations. 

(6) It shall be the duty of the Peace Food Advisory Committee to 
advise and consult with the Peace Food Administrator, and to make 
such recommendations as it deems advisable, concerning the adminis- 
tration of this Act. The Committee shall meet from time to time upon 
request of the Peace Food Administrator and at such other times as it 
may deem necessary. In carrying out its duties under this Act, the 
Committee shall invite a representative of the United Nations Food 
and Agriculture Organization to meet with the Committee in order 
that, through him, the views of other exporting countries might be 
heard and their interests taken into account. ' 

(c) Members of the Advisory Committee shall be entitled, while 
attending meetings of the Committee, to receive compensation at the 
rate of $50 per diem, and while away from their homes or regular 
places of business they may be allowed travel expenses, including per 
diem in lieu of subsistence, as authorized by law for persons in the 
Government service employed intermittently. 
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Sec. 504. In negotiating agreements under this Act, the President 
7 g ag! ? 
is expected to give due consideration to the internal and external 
political and economic conditions of the countries concerned by draw- 
ing upon the appropriate title or titles of this Act in such manner as 
to carry out more effectively the policy set forth in section 2. 
Note.—Section 5 of Public Law 85-125 |S. 1314], 71 Stat. 345, approved August 
18, 1957, made the following provision for reporting to Congress: 
“(5) Within sixty days after any agreement is entered into for the use of 
any foreign currencies, a full report thereon shall be made to the Senate and 


the House of Representatives of the United States and to the Committees on 
Agriculture and Appropriations thereof.” 
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NOXIOUS-PLANT CONTROL ON FEDERAL LANDS 
Avuaust 11, 1959.—Ordered to be printed 


Mr. Humpurey, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany S. 861] 






























The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 861) to provide for the control of noxious plants on land 
under the control or jurisdiction of the Federal Government, having 
considered the same, report thereon with a recommendation that it 
do pass without amendment. 

This bill provides for the application of State weed-control plans 
to Federal lands. It authorizes the State commissioner of agriculture 
to destroy noxious plants on Federal lands if the agency having juris- 
diction of the lands consents thereto, and has not already complied 
with the requirements of the program. The same procedure applica- 
ble to private lands would be followed on Federal lands. 

The States would be reimbursed for expenses incurred by them to 
the extent that Congress sees fit to appropriate funds for that purpose. 
The Federal Government would retain full authority over the Federal 
lands and the procedures applied to them, but the bill would give 
encouragement to Federal agencies in participating with the States 
in weed control programs, so that the efforts of one division of govern- 
ment to control weeds is not destroyed by the action of the other. 

An identical bill (S. 3861) passed the Senate on May 21, 1958, but 
was not considered by the House. 

It is difficult to estimate the effect that enactment of this bill might 
have on Government expenditures. The Department of the Interior 
has budgeted $960,579 in fiscal 1960 for weed control work and the 
Department of Agriculture expects to devote about $50,000. Most 
of this work is already being carried out cooperatively with States 
in the manner provided by the bill. The bill does not require auto- 
matic expansion of this program, but should encourage expansion. 
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NOXIOUS-PLANT CONTROL ON FEDERAL LANDS 


VIEWS OF FEDERAL AGENCIES 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
July 17, 1959. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
U.S. Senate, Washington, D.C. 


Dear Senator Exvtenper: This is in reply to your request for the 
views of this Department on S. 861, a bill to provide for the control of 
noxious plants on land under the control or jurisdiction of the Federal 
Government. 

We would have no objection to the enactment of S. 861. 

Section 1 of this bill would authorize the commissioner of agriculture, 
or any other proper agency, of a State in which there is in effect a 
program for the control of noxious plants to enter upon any land in 
that State under the control or jurisdiction of a department, agency, 
or independent establishment of the executive branch of the Federal 
Government, with the permission of the head of that department, 
agency, or independent establishment and in accordance with a pro- 
gram acceptable to him, and to destroy by appropriate methods 
noxious plants growing on that land, if the State officer has followed 
the same procedure as that required by the State program with respect 
to privately owned land, and if the department, agency, or independent 
establishment involved has failed to comply with the requirements of 
the State program. Section 2 would direct the head of a department, 
agency, or independent establishment, having jurisdiction of the land 
involved, to reimburse the State for expenses incurred under section 1, 
to the extent that funds appropriated to carry out the purposes of 
S. 861 are available. Section 3 would authorize the appropriation of 
sums necessary to carry out the bill’s purposes. 

Before a State could, pursuant to S. 861, enter on lands under the 
control or jurisdiction of a Federal department or agency it would 
have to obtain permission from the head of that Federal department 
or agency. Since the bill would require that the Federal department or 
agency reimburse the State for its expense, and since the Federal 
officers responsible would presumably not permit the State to enter 
upon the land and destroy plants unless sufficient funds were available 
to reimburse the State, it is doubtful if much could be accomplished 
under S. 861, unless sufficient appropriations were made. A Federal 
agency, lacking available funds, might be put in the embarrassing 
position of continually having to refuse to cooperate with a State 
agency. 

In the past the Department has had a policy of cooperating, to the 
fullest extent possible in the light of available authority and available 
funds, with State and local agencies in the control of noxious plants. 
Such a policy of cooperation would be strengthened by the enactment 
of S. 861. However, since we might find some programs of State and 
local agencies outmoded and ineffective, or incompatible with Federal 
programs, it is fortunate that S. 861 provides that the entry of State 
and local agencies on lands under the control or jurisdiction of Federal 
agencies is subject to the permission of the head of the Federal agency 
— and must be in accordance with a program acceptable 
to hi 
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Though S. 861 would be helpful in that it would permit State 
agencies to assist in plant control on federally controlled land, it would 
not, by any means, provide a solution for the whole problem of plant 
contro] on federally administered land. It is essential that Federal 
agencies be able to undertake programs of plant control themselves. 
The Bureau of the Budget had advised that there is no objection to 
the submission of this report to your committee. 
Sincerely yours, 























Eimer F. BENNETT, 
Acting Secretary of the Interior. 








DEPARTMENT OF AGRICULTURE, 
Washington, D.C., March 27, 1959. 





Hon. Auten J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 

Dear Senator Evtenper: This is in reply to your request of 
February 4, 1959, for a report on S. 861, a bill to provide for the 
control of noxious plants on land under the control or jurisdiction of 
the Federal Government. 

Since adequate legislative authority for the control of noxious 
plants is already available, we believe this bill is unnecessary and 
therefore recommend against its enactment. 

This bill would authorize any State commissioner of agriculture or 
other proper agency head of any State in which there is in effect a 
i am for the control of noxious plants to enter upon any Federal 
and in such State, with prior permission from the agency head ad- 
ministering such Federal land, and destroy by appropriate methods 
noxious plants growing on such land if (1) the same procedure re- 
quired by the State program with respect to privately owned land 
has been followed, and (2) the Federal agency involved has failed to 
comply with the requirements of such program. To the extent that 
funds have been appropriated to Federal departments and agencies 
specifically for carrying out the purposes of this legislation, the Federal 
Government would be required to reimburse any State incurring 
expenses for the above type of plant control upon presentation of an 
itemized account of such expenses. 

The Department has long recognized the desirability of noxious 
plant control on both public and private lands and has always fur- 
thered control efforts on lands for which it has the responsibility of 
administration, insofar as available funds would permit. Also, 
wherever practicable, it is the policy of the Department to attain close 
Federal-State coordination through cooperation with States, counties, 
and private individuals in the planning and conduct of any noxious 
plant control programs. We recognize that it has not always been 
feasible, within the funds available for the operation and maintenance 
of national forests and title III, Bankhead-Jones lands, to devote as 
much money to such work as would have been desirable if there had 
been no necessity of controlling Government expenditures. The 
Department, of course, must consider needs for noxious plant control 
in relation to other important needs and within the framework of 
overall budget limitations. 
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We are unable to estimate the number or size of the programs that 
would be initiated by the States if S. 861 were to be enacted and 
therefore we are unable to estimate what effect the bill would have 
upon the budgetary requirements of this Department. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 


True D. Mors, 
Acting Secretary. 
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FARMER COMMITTEES 
Avaust 11, 1959.—Ordered to be printed 


Mr. Humpurey, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany 8. 662] 












The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 662) to amend section 8(b) of the Soil Conservation and 
Domestic Allotment Act as amended, to provide for administration of 
farm programs by democratically elected farmer committeemen, 
having considered the same, report thereon with a recommendation 
that it do pass with amendments. 


IN GENERAL 






















This bill would amend the provisions of the Soil Conservation and 
Domestic Allotment Act, the Agricultural Act of 1954, and the 
Agricultural Adjustment Act of 1938 relating to the selection and 
duties of local, county, and State ASC committees. As introduced 
it was identical (except as to effective date) to S. 1436 as that bill 
passed the Senate on August 8, 1958, too late for passage by the House 
before Congress adjourned. The committee has recommended two 
minor technical amendments, which do not represent substantive 
changes from S. 1436 as passed by the Senate and which will be 
explained herein following the explanation of the bill. 

The committee held extensive hearings in Washington and Missouri 
in 1955 and 1956 in connection with S. 544, a predecessor to S. 662. 
Many of the provisions of S. 662 resulted from matters disclosed by 
these hearings. In considering S. 1436 last year the Subcommittee 
on Agricultural Research and General Legislation gave careful con- 
sideration to numerous suggestions made by the Department of 
Agriculture; and, with the technical assistance and advice of the 
Department, included most of them in the bill reported to the Senate, 
which further perfected the bill before passing it. 


FARMER COMMITTEES 


EXPLANATION OF THE BILL 


The bill would change the law relating to the selection and duties 
of the farmer committees used in the marketing quota and price 
support programs in the following respects: 

(1) All farmers within the local area (rather than program par- 
ticipants only) would be permitted to vote and hold office. 

. (2) Voting for the local committee would be required to be by secret 
allot. 

(3) The local committee election would be by open meeting (whereas 
regulations now also permit the use of polling places or mail). 

(4) The number of members of local and county committees would 
be fixed by statute at three, with first and second alternates. (The 
statute now provides for “not more than three’ local committee 
members, but by regulation this has been fixed at three. Alternates 
are provided for by regulation, so that no change from present practice 
is contemplated.) 

(5) Elections of local and county committees would be conducted 
by the incumbent local or county committee, respectively. (This was 
the former practice, but regulations now provide for the calling of the 
county convention and the conduct of the local area election by 
county and community election boards, respectively.) 

(6) Two weeks’ public notice is required for local committee elec- 
tions. (Ten days’ notice is now required by election instructions.) 

(7) Local committee nominations would be restricted to those made 
from the floor. (No method of nomination is specified by statute at 
present and nominations are now made by community election boards 
and by petition in the case of elections held by mail or at polling 
places, and by floor nomination at meeting type elections.) 

(8) Chairmen and vice chairmen would be elected by the local and 
county committees. (Regulations now prescribe that those receiving 
the highest and next highest number of votes for committee member- 
ship are to be the chairman and vice chairman.) 

(9) The local committee is authorized to use secretarial services 
furnished by the county committee, rather than the secretarial 
services of the county agent. 

(10) Provision is made for the election of a local committee where 
the local area fails to elect a committee prior to the county nominating 
convention. 

(11) In lieu of election of the county committee at a county con- 
vention by delegates elected by farmers in the local areas (by current 
regulation the local committee chairmen or vice chairmen being the 
delegates), the bill provides for election of the county committee by 
the farmers in the county following a nominating convention of the 
local chairman or vice chairman. The nominating convention would 
be called by the incumbent committee, upon at least 2 weeks’ notice, 
and would nominate one or more farmers in the county for each 
position as member or alternate. The incumbent committee would 
then publish the nominations and the time and place fixed for addi- 
tional nominating petitions, give at least 15 days’ notice of the 
election, and conduct the election by secret ballot either by mail or 
at polls. Each farmer in the county would be entitled to vote for 
any of the nominees. Ballots would be required to be preserved for 
such period as the Secretary may prescribe. 
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(12) County committee members would serve for staggered terms 
of 3 years, so that two experienced members would hold over each 
year. (At present they are all elected annually.) 

(13) The county agent would be an ex officio member of the county 
committee (instead of secretary or ex officio member at the election 
of the committee). 

(14) Special elections to fill vacancies occurring in local or county 
committees not less than 60 days prior to the next regular election 
would be held in the same manner as annual elections, except that 
only 5 days’ notice of the county nominating convention would be 
required. (Regulations now provide for special elections to fill local 
committee vacancies and special conventions to fill county committee 
vacancies.) 

(15) The State committee would be authorized to appoint tempo- 
rary local or county committee members to fill vacancies. (Regula- 
tions now provide for appointment by the State committee of “a 
person”’ to administer the programs, if the county committee member- 
ship falls below two.) 

(16) General responsibility for carrying out programs would be 
given to the county committee, who would employ a county office 
manager subject to standards furnished by the Secretary to serve at 
its pleasure and carry out the day-to-day operations of the office at 
its direction. (Present regulations require delegation of such responsi- 
bility to a county office manager employed by the county committee 
subject to standards furnished by the State committee. The language 
of the bill is designed to make it clear that the county committee, 
rather than the county office manager, is to determine the policies of 
the office and the manner in which they shall be executed.) 

(17) The State committee would be composed of either three farm- 
ers or five farmers. (The statute now provides for not less than three 
nor more than five. All States now have three, except California and 
Texas, which have five.) 

(18) One member of the State committee (two members if the State 
committee consists of five members) would be appointed by the Secre- 
tary from nominees elected by county committee members. Such 
member or members would serve for a 1-year term, be subject to 
removal by the Secretary only for cause, and not be eligible to serve 
as chairman of the committee. (All members are now appointed by, 
and serve at the pleasure of, the Secretary.) 

(19) The State director of the Agricultural Extension Service, as 
ex officio member of the State committee, would be permitted to 
designate an alternate to serve in his place. 

(20) The bill specifies that the State committee may remove any 
local or county committee member only after (@) a majority vote; 
(6) furnishing him with a statement of charges; (c) advising him of his 
rights; and (d) giving an opportunity for a fair hearing at which, if he 
requests it, a representative of the Secretary is present. If further 
requires the State committee to furnish him with a transcript of the 
proceedings and provides for appeal at which all pertinent and 
material evidence may be presented. A suspension, pending hearing, 
could exceed 60 days only if the hearing were delayed at the request 
of the suspended committee member. (The statute now makes no 
provision in this regard. Regulations on this matter have been 
changed from time to time, the last such change having been made 
November 6, 1958 (23 F.R. 8775).) 
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(21) Consolidation of counties having little farming activity with 
adjacent counties would be permitted, and the election of two county 
committees for certain counties as provided by the act of September 2, 
1957, would be continued. 

(22) The Secretary would be prohibited from limiting the number 
of terms for which local committee members might be elected. (No 
limit is currently imposed.) 

(23) The requirement of section 362 of the Agricultural Adjustment 
Act of 1938 that a copy of the list of allotments and quotas be kept in 
the office of the county agent or local area chairman would be repealed 
since such information is readily available at the county office. 

(24) Information concerning compensation of county and local 
committee personnel now required by section 392(b) of the Agricul- 
tural Adjustment Act of 1938 to be posted in a conspicuous place 
would be required, instead, to be kept available for inspection in the 
county office. 

The amendments made by the bill to section 8(b) of the Soil Con- 
servation and Domestic Allotment Act would not be effective until 
January 1, 1960. This would prevent them from becoming effective 
during the period when elections are taking place when they might 
result in the invalidation of steps already taken. 


THE COMMITTEE AMENDMENTS 


The committee amendments are as follows: 

(1) On June 25, 1959, some months after S. 662 was introduced, 
section 13(a) of Public Law 86-70, the Alaska Omnibus Act, amended 
section 8(b) of the Soil Conservation and Domestic Allotment Act to 
except Alaska from the provisions of section 8(b) relating to farmer 
committees. The first committee amendment is designed to preserve 
that exception by maintaining section 8(b) the language inserted by 
Public Law 86-70. ‘The first amendment therefore does not con- 
stitute any change in existing law. 

(2) The bill directs the Secretary of Agriculture to utilize the ASC 
committees in carrying out “such other farm programs requiring 
dealing on individual farms as the Secretary may deem fit.” This 
provision leaves it to the discretion of the Secretary to determine in 
which of such other farm programs is would be fit to use the ASC 
committees; and therefore does not require the use of such committees 
for any specific one or more of “‘such other” programs. However, the 
committee was advised that some soil conservation districts were 
fearful that the language of the bill might be construed to constitute 
a directive to the Secretary to use the ASC committees to carry out 
functions heretofore carried out by the Soil Conservation Service. 
While the language of the bill should not be so construed, in order to 
allay any fear that such a directive might be contained in the bill, 
the committee recommends insertion of language expressly excluding 
any functions performed by the Soil Conservation Service from the 
provision described. This amendment would in no way affect any 
existing use of ASC committees or any authority of the Secretary to 
utilize these committees. 

COST 


It is estimated that enactment of the bill will not result in any 
substantial increase in Federal expenditure. The procedure prescribed 
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by the bill for community committee elections will probably result in 
somewhat lower Federal expenditure, while the procedure prescribed 
for county committee elections will result in somewhat increased Fed- 
eral expenditure. The increase is expected to exceed the decrease, but 
the net increase is not expected to be substantial. 


DEPARTMENTAL VIEWS 




































Last year the subcommittee which considered S. 1436 considered 
numerous suggestions made by the Department of Agriculture in its 
initial report on S. 1436 and included most of them in the bill reported 
by it to the full committee. Thereafter the Department reported 
that it would recommend enactment if the bill as modified by the sub- 
committee were further modified in the following additional respects: 

(1) The Department recommended modification to provide that 
all farmer members of the State committee be appointed by, and 
serve at the pleasure of, the Secretary. S. 1436 was subsequently 
amended to provide for appointment of all such members by the 
Secretary. One member in the case of a three-man committee, and 
two members in the case of a five-man committee, however, would be 
appointed from panels elected by county committee members and 
would serve for 1 year. The other members would serve at the pleas- 
ure of the Secretary. This amendment has been preserved in S. 662. 

(2) The Department recommended that the State director of the 
Agricultural Extension Service should not be deprived of the right to 
vote on the State committee. S. 1436 was subsequently amended to 
conform to this recommendation, and S. 662 similarly conforms to this 
recommendation. 

(3) The Department recommended that provisions for the selection 
of secretaries for the local and county committees be deleted. This 
recommendation was not and has not been adopted. 

The report just referred to is attached as exhibit A. Despite the 
fact that practically all of the Department’s suggestions have been 
adopted, the Department has recommended against passage of 5S. 662 
on the ground that many of its provisions are being observed in prac- 
tice, and that they should be kept subject to administrative change. 
Your committee felt that experience under the law since 1936, and 
particularly the matters disclosed by the committee’s hearings on 
5. 544, showed not only the need for making many improvements in 
the system but the need for prescribing such changes by law rather 
than leaving them to regulation. The Department’s report on the 
current bill is attached as exhibit B. 
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DEPARTMENT OF AGRICULTURE, 

Washington, D.C., May 20, 1958. 
Hon. Aten J. ELLENDER, 

Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 

Dear Senator Et.enver: This is in reply to your request for a 
report on the modified version of S. 1436, a bill to amend section 8(b) 
of the Soil Conservation and Domestic Allotment Act, as amended, 
to provide for administration of farm programs by democratically 
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elected farmer committeemen, transmitted with your letter of May 
16, 1958. 

This version of the bill is much more satisfactory to the Department 
than was the version on which we submitted a report dated May 14, 
1957. However, we are particularly concerned with those provisions 
under which county committeemen would elect some State committee- 
men to serve for a definite term with removal by the Secretary only 
for cause. 

The Department recommends that all farmer members of State 
committees be appointed by, and serve at the pleasure of, the Secre- 
tary as under the present law. We believe it is important that the 
Secretary’s freedom of choice in selecting State committeemen not be 
restricted. The State committees are the major means through 
which the Secretary carries out the responsibilities for many of the 
agricultural policies and programs of the Congress and the Depart- 
ment. This necessarily means that many broad delegations of 
authority, both program and administrative, are made to State 
committees. Furthermore, State committees are the representatives 
of the Secretary in the general direction and supervision of the per- 
ee by the county committees and as such should be responsible 
to him. 

In addition, we question the propriety of requiring the Department 
to discharge an important part of its executive function by an officer 
who is elected rather than appointed. We feel that the use of elected 
functionaries should not be required above the county level. 

At present, the State director of the Agricultural Extension Service 
is an ex officio member of each State committee with the power te 
vote. The bill provides that the State director of the Agricultural 
Extension Service or his designated alternate shall be an ex officio 
member of the State committee but without the power to vote. We 
believe that the Director should have the power to vote as at present. 
We are aware of no problems which have arisen in the past because 
of his having the power to vote and, in fact, such power to vote con- 
tributes to the broadness and stability of the policy decisions reached 
by the State committees. 

We also recommend that the provisions of the bill which provide 
that local and county committees shall select secretaries be deleted. 
As a matter of practice, secretarial help is made available to the com- 
mittees to the extent it is needed from among the employees of the 
county offices. To require that such persons be designated as secre- 
taries of the committees appears to serve no useful purpose and to 
add an unecessary administrative burden. 

If the bill is modified as suggested above, we recommend its enact- 
ment. 

The Bureau of the Budget advises that there is no objection to the 
furnishing of this report. 

Sincerely yours, 
E. L. Peterson, 
Acting Secretary. 
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Exurisit B 
































DEPARTMENT OF AGRICULTURE, 
Washington, D.C., March 20, 1959. 

Hon. Atuen J. ELLENDER, 

Chairman, Committee on Agriculture and Forestry, 

U.S. Senate. 


Dear Senator Extenper: This is in reply to your request of 

January 26, 1959, for a report on S. 662, a bill to amend section 8(b) 

of the Soil Conservation and Domestic Allotment Act, as amended, to 
rovide for administration of farm programs by democratically elected 
armer committeemen. 

This Department recommends against the passage of this bill. 

The bill relates to the selection and operations of State, county, and 
community agricultural stabilization and conservation committees. 
It would replace the 4th through the 17th sentences of the Soil Con- 
servation and Domestic Allotment Act, as amended, which deal with 
this subject, and it would make several substantial changes. 

Improvements in the Secretary’s regulations governing ASC county 
and community committees and improvements in detailed operating 

rocedures have been made within the authority of present enabling 
egislation to the extent that very few problems in this area of operation 
now are being encountered. Many of the provisions of the bill are 
already being observed in practice. They should not be included in 
law since this would tend to freeze such practices even though future 
experience, conditions, and programs would necessitate further admin- 
istrative changes. The Department would have no objection to a 
3-year staggered term of office for county committeemen to provide 
greater continuity and stability to committee administration. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morsz, Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill; as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 














Sou. CoNSERVATION AND Domestic ALLOTMENT AcT 


Sno. §. * %° 
(b) Subject to the limitations provided in subsection (a) of this 
section, the Secretary shall have power to carry out the purposes speci- 
fied in clauses (1), (2), (3), (4), and (5) of section 7(a) by making 
payments or grants of other aid to agricultural producers, including 
tenants and sharecroppers, in amounts determined by the Secretar 

to be fair and sec. + in connection with the effectuation of suc 

purposes during the year with respect to which such payments or 
post are made, and measured by (1) their treatment or use of their 
and, or a part thereof, for soil restoration, soil conservation, or the 
prevention of erosion; (2) changes in the use of their land; (3) their 















8 FARMER COMMITTEES 





equitable share, as determined by the Secretary, of the normal national 
production of any commodity or commodities required for domestic 
consumption; or (4) their equitable share, as determined by the Sec- 
retary, of the national preduction of any commodity or commodities 
required for domestic consumption and exports adjusted to reflect the 
extent to which their utilization of cropland on the farm conforms to 
farming practices which the Secretary determines will best eflectuate 
the purposes specified in section 7(a); or (5) any combination of 
the above. Clauses (1) and (2) above shall be construed to cover 
water conservation and the beneficial use of water on individual 
farms, including measures to prevent runoff, the building of check 
dams and ponds, and providing facilities for applying water to the 
land. In determining the amount of any payment or grant measured 
by (1) or (2) the Secretary shall take into consideration the productiv- 
ity of the land affected by the farming practices adopted during the 
year with respect to which such payment is made. In carrying out 
in the Continental United States, except in Alaska, the provisions of 
this section [in the continental United States, except in Alaska], 
acreage allotment and marketing quota programs, and such other farm 
programs requiring dealing on individual farms as the Secretary may 
deem fit, but not including any functions performed by the agency estab- 
lished pursuant to section 5 of this Act, the Secretary is directed to 
utilize the services of local, cownty, and State committees selected as 
[hereinafter provided.] follows: 

(1) Locat commirrers.—The Secretary shall designate local 
administrative areas as units for administration of the programs 
[under this section] described above. No such local area shall 
include more than one county or parts of different counties. 
Farmers within [any] such local [administrative] area[, and 
participating or cooperating in programs administered within 
such area, J shall elect annually by secret ballot from among their 
number in open meeting a local committee of [not more than] 
three members for such area, together with first and second alternate 
members who shall serve in that order in the absence of committee 
members. Election of local committee members and alternates for 
any year shall be conducted by the local committee serving at the tume 
of such election. Public notice of such election shall be given by 
the then serving county committee at least two weeks prior to the 
date of such election. Candidates for election shall be selected only 
by nomination from the floor. The local committee shall elect from 
its members a chairman and a vice chairman. The local committee 
shall select a secretary and may utilize services made available by 
the county committee for such purpose. Failure by any local area 
to elect a local committee prior to the holding of a nominating con- 
vention shall not affect the annual election for the county committee, 
but such local area shall not be represented at the county nominating 
convention. The county committee elected at such election shall 
provide promptly for the election of such local committee by any 
means prescribed by regulations. 

(2) County committees —[and shall also elect annually from 
among their number a delegate to a county convention for the 
election of a county committee. The delegates from the various 
local areas in the county shall, in a county convention, elect, 

annually, the county committee for the county which shall consist 
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of three members who are farmers in the county.]_ The chairmen 
of the local committees (or tice chairmen in the absence of chairmen) 
shall, in a county nominating convention, nominate annually one or 
more farmers within the county for each position on the county com- 
mittee and for each position of alternate member on the county 
committee. Additional nominations may be made by petitions signed 
by not less than ten farmers eligible to vote. The county committee 
shall consist of three members. There shall also be first and second 
| alternate members who shall serve in that order in the absence of com- 
mittee members. The nominating convention shall be called by the 
county committee then serving, which shall give the chairman of each 


| 

local committee at least two weeks notice of the date of such convention. 
The county committee then serving shall, immediately following such 
‘ convention, give public notice of the names of the persons nominated 
, at such convention and of the time and place fixed for the filing of 
' additional nominating petitions and of the time and place fixed for 
f the election, which shall be held not earlier than fifteen days follow- 
| ing such notice. Such election shall be by secret ballot upon which 
; the names of all of the candidates properly nominated shall appear, 
y and shall be conducted by such committee either by mail or at one 
di or more public polling places. Each farmer in the county shall be 
0 entitled to vote at such election, and may vote for any of the nomi- 
s nees named by the nominating convention or by qualified petition. 


The votes shall be counted by the county committee conducting the 
A election. The ballots shall bk preserved for such period as the Sec- 
s retary, by regulation, may prescribe. The committee conducting the 
ll election sha!l certify the results of the election to the State committee. 
5 The three candidates receiving the highest number of voter shall be 
d declared committee members; the candidate recewing the next high- 





n est number of votes shall be declared first alternate; and the candidate 
ir receiving the next highest number of votes shall be declared second 
J alternate. Beginning with the regular election in 1960, one mem- 
te ber of the county committee shall be elected for a three-year term, 
ee one for a two-year term, and the third for a one-year term. In sub- 
or sequent years, one member shall be elected for a three-year term to 
ne succeed the member of the county committee whose term is expiring. 
by The county committee shall elect from its members a chairman and 
he a vice chairman. [The local committee shall select a secretary 
ly and may utilize the county agricultural extension agent for such 
m purpose.J! The county committee shall select a secretary [who 
ee may be the county agricultural extension agent. If such county 
by agricultural extension agent shall not have been elected secretary 
ea of such committee, he]. The country agricultural extension agent 
n- shall be ex officio a member of the county committee. The 
ee, county agricultural extension agent shall not have the power to 
ng vote. In any county in which there is only one local committee 
all the local committee shall also be the county committee. 
ny (3) PROVISIONS APPLICABLE TO LOCAL AND COUNTY COMMIT- 
TrEES.—Special elections for the purpose of filling vacancies not filled 
ym by alternate members, occurring at least sixty days prior to the time 
the for holding an annual election, in the membership of a local or 
yus county committee shall be held as expeditiously as possible, and 
ct, 


. ! Paragraph (1) set out above provides that the local committee shall select a secretary and may utilize 
sist services made available by the county committee for that purpose. 
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shall be held in the same manner and subject to the same restrictions 
as annual elections, except that only five days notice of the nomi- 
nating convention shall be required. The State committee may, if it 
deems necessary, appoint temporary committee members to serve 
pending any such special election, or to fill vacancies not filled by 
alternate members occurring less than siaty days prior to an annual 
election. County and local committees authorized by this section 
shall be administratively responsible to the Secretary of Agriculture 
for the conduct of farm programs assigned to them. The county 
committee, subject to the general direction and supervision of the 
State committee, and acting through community committeemen and 
other personnel, shall be generally responsible for carrying out in 
the county the programs assigned to it by the Secretary or the Congress. 
In so doing, the county committee shall employ a county office man- 
ager subject to standards and qualifications furnished by the Secre- 
tary. The county office manager shall serve at the pleasure of the 
county committee, and subject to the direction and supervision of tt, 
shall execute the policies established by it, be responsible for the 
day-to-day operations of the county office, and employ the personnel 
of the county office in accordance unth the standards and qualifications 
furnished by the State committee. 

(4) Srare commuitrees.—In each State there shall be a State 
committee for the State composed of [not less than] three farmers 
or [more than] five farmers who are legal residents of the State 
[and who are appointed by the Secretary]. One member, if the 
State committee is composed of three farmers, or two members, vf the 
State committee is composed of five farmers, shall be appointed by 
the Secretary from nominees elected by the members of the county 
committees at an election to be held on a date or within a period of 
time fixed by the Secretary which will afford full opportunity for 
participation therein by all county committee members: Provided, 
That such date or period of time shall fall between July 1, and 
December 30 each year. Three nominees shall be so elected if the 
State committee is composed of three farmers, and siz nominees shall 
be so elected of the State committee 1s composed of five farmers. A 
member so appointed from nominees shall take office on the first 
day of the month next after his appointment and shall serve for twelve 
months or until a successor has been similarly appointed and 
qualified. Any member so appointed from nominees shall be sub- 
ject to removal by the Secretary only for cause. The other members 
of such committee shall be appointed by, and serve at the pleasure of, 
the Secretary, one of whom shall be designated as chairman. The 
State director of the Agricultural Extension Service, or his 
designated alternate, shall be ex officio a member of such State 
committee, and [. The ex officio members of the county and 
State committees ] shall be in addition to the number of members 
of such [committees] committee hereinbefore specified. 

(5) ReMovAL CF LOCAL AND COUNTY COMMITTEE MEMBERS.— 
The State committee may remove a local or county committee member 
from office, but only by majority vote after furnishing such member 
with a statement of the charges against him, advising him of his 
rights, and giving him an opportunity for a fair hearing at which, 
af requested by such member, a representative of the Secretary shall be 
present. The State committee shall cause a transcript of the pro- 
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ceedings at any such hearing to be made and a copy thereof to be 
furnished to such member. Pending such hearing the State com- 
mittee may by majority vote suspend such member, but no such 
suspension shall exceed sixty days unless such hearing is delayed 
at the request of such member. Such member may appeal from 
the decision of the State committee to the Deputy Adminstrator of 
the Commodity Stabilization Service, or such other officer or em- 
ployee of the Department of Agriculture as the Secretary may 
designate. All pertinent and material evidence may be presented 
at such appeal. 

(6) For the purposes of this subsection, the term “county” shall 
include any consolidation effectuated by the Secretary by joining 
any actual county or counties with any adjacent county upon the 
determination that each such county or counties being joined there- 
with has less than fifty farms on which farming operations are 
actively being carried out; and shall include the administrative sub- 
division of the counties of Otter Tail, Polk, and Saint Louis, in the 
State of Minnesota, and the county of Pottawattamie, in the State of 
Iowa, as authorized by the Act of September 2, 1957 (71 Stat. 601). 

(7) Reautarions.—The Secretary shall make such regulations 
as are necessary relating to the selection and exercise of the func- 
tions of the respective committees, and to the administration, 
through [such] the committees, of such programs. 

In carrying out the provisions of this section, the Secretary—shall, as 
far as practicable, protect the interests of tenants and sharecroppers; 
is authorized to utilize the agricultural extension service and other 
approved agencies; shall accord such recognition and encouragement 
to producer-owned and producer-controlled cooperative associations 


as will be in harmony with the policy toward cooperative associations 

set forth in existing Acts of Congress and as will tend to promote 

efficient methods of marketing and distribution; shall not have power 

to acquire any land or any right or interest therein: shall, in every 

practicable manner, prone the interests of small producers; and 
a 


shall in every practical way encourage and provide for soil-conserving 
and soil-rebuilding practices rather than the growing of soil-depleting 
crops. Rules and regulations governing payments or grants under 
this subsection shall be a simple and direct as possible, and, wherever 
practicable, they shall be classified on two basis: (a) Soil-depleting 
crops and practices, (b) soil-building crops and practices. 
Notwithstanding any other provision of law, in making available 
conservation materials consisting of seeds, seed inoculants, fertilizers, 
liming and other soil-conditioning materials, trees, or plants, or in 
making available soil-conserving or soil-building services, to agricul- 
tural producers under this subsection, the Secretary may make pay- 
ments, in advance of determination of performance by the producers, 
to persons who fill purchase orders covering approved conservation 
materials or covering soil-conserving or soil-building services, fur- 
nished to producers, or who render services to the Secretary in deliver- 
ing to producers approved conservation materials, for the carrying 
out, by the producers, of soil-building or soil-conserving practices 
approved by the Secretary. The price at which purchase orders for 
any conservation materials or services are filled may be limited to a 


fair price fixed in accordance with regulations prescribed by the 
Secretary. 
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Appropriations are hereby authorized for the purchase in advance 
of the program year for which the appropriation is made of seeds, 
fertilizers, lime, trees, or any other farming materials or any soil- 
terracing services, and making grants thereot to agricultural pro- 
ducers to aid them in carrying out fai1ming practices approved by the 
Secretary in programs under this Act; for the reimbursement of any 
Federal, State, or local government agency for fertilizers, seeds, lime, 
trees, or other farming ‘materials, or any soil-terracing services, fur- 
nished by such agency; and for the p ayment of all expenses necessary 
in making such grants, including all or part of the costs incident to 
the delivery thereof. 


AGRICULTURAL Act oF 1954 


Sec. 503. Nothing contained in section 8 (b) of the Soil Conserva- 
tion and Domestic Allotment Act, as amended, or in any other pro- 
vision of law, shall be construed to authorize the Secretary of Agricul- 
ture to impose any limitations upon the number of terms for which 
members of county or local committees established under such section 
may be reelected. 


AGRICULTURAL ADJUSTMENT AcT oF 1938 


Sec. 362. All acreage allotments, and the farm marketing quotas 
established for farms in a county or other local administrative area 
shall, in accordance with regulations of the Secretary, be made and 
kept freely available for public inspection in such county or other 
local administrative area. [An additional copy of this information 
shall be kept available in the office of the county agricultural extension 
agent or with the chairman of the local committee.] Notice of the 
farm marketing quota of his farm shall be mailed to the farmer. 
Notice of the farm acreage allotment established for each farm shown 
by the records of the county committee to be entitled to such allot- 
ment shall insofar as practicable be mailed to the farm operator in 
sufficient time to be received prior to the date of the referendum, 

x * * * * * ~ 


Src. 392. (a) The Secretary is authorized and directed to make 
such expenditures as he deems necessary to carry out the provisions of 
this Act and sections 7 to 17, inclusive, of the Soil Conservation and 
Domestic Allotment Act, as amended, including personal services 
and rents in the District of Columbia and elsewhere; traveling ex- 
penses; supplies and equipment; lawbooks, books of reference, direc- 
tories, periodicals, and newspapers; and the preparation and display 
of exhibits, including such displays at community, county, State, 
interstate, ‘and international fairs within the United States. The 
Secretary of the Treasury is authorized and directed upon the request 
of the Secretary to establish one or more separate appropriation 
accounts into which there shall be transferred from the respective 
funds available for the purposes of the several Acts, in connection 
with which personnel or other facilities of the Agricultural Adjust- 
ment Administration are utilized, proportionate amounts estimated 
by the Secretary to be required by the Agricultural Adjustment 
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Administration for administrative expenses in carrying out or cooper- 
ating in carrying out any of the provisions of the respective Acts. 

(b) In the administration of this title and sections 7 to 17, inclusive, 
of the Soil Conservation and Domestic Allotment Act, as amended, 
the aggregate amount expended in any fiscal year, beginning with the 
fiscal year ending June 30, 1942, for administrative expenses in the 
District of Columbia, including regional offices, and in the several 
States (not including the expenses of county and local committees) 
shall not exceed 3 per centum of the total amount available for such 
fiscal year for carrying out the purposes of this title and such Act, 
unless otherwise provided by appropriation or other law. In the 
administration of section 32 of the Act entitled “An Act to amend the 
Agricultural Adjustment Act, and for other purposes,” approved 
August 24, 1935 (49 Stat. 774), as amended, and the Agricultural 
Marketing Agreement Act of 1937, as amended, and those sections 
of the Agricultural Adjustment Act (of 1933), as amended, which 
were reenacted and amended by the Agricultural Marketing Agree- 
ment Act of 1937, as amended, the aggregate amount expended in any 
fiscal year, beginning with the fiscal year ending June 30, 1942, for 
administrative expenses in the District of Columbia, including regional 
offices, and in the several States (not including the expenses of county 
and local committees) shall not exceed 4 per centum of the total 
amount available for such fiscal year for carrying out the purposes of 
said Acts, unless otherwise provided by appropriation or other law. 
In the event any administrative expenses of any county or local com- 
mittee are deducted in any fiscal year, beginning with the fiscal year 
ending June 30, 1939, from Soil Conservation Act payments, parity 
payments, or loans, each farmer receiving benefits under such pro- 
visions shall be apprised of the amount or percentage deducted from 
such benefit payment or loan on account of such administrative ex- 
penses. [The] A statement of the names and addresses of the members 
and employees of any county or local committee, and the amount of 
such compensation received by each of them, shall be [posted an- 
nually in a conspicuous place in the area within which they are 
employed] kept freely available for public inspection in the office of the 
county committee for a period of five years oe the close of the cal- 
endar year in which such compensation was received. 


O 
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PEANUTS FOR BOILING 


Aveusr 11, 1959.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Agriculture 
and Forestry, submitted the following 


REPORT 


[To accompany H.R. 4938] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (H.R. 4938) to amend the Agricultural Adjustment Act of 
1938 to extend for 2 years the definition of “peanuts” which is now in 
effect, having considered the same, report thereon with a recommenda- 
tion that it do pass without amendment. 

This bill would extend for 2 additional years the exemption from 
acreage allotments and marketing quotas now provided for peanuts 
produced for consumption as boiled peanuts. The bill is fully ex- 
plained in the attached report of the House Committee on Agriculture. 


{H. Rept. 691, 86th Cong., Ist sess.] 


The Committee on Agriculture, to whom was referred the bill 
(H.R. 4938) to amend the Agricultural Adjustment Act of 1938 to 
make permanent the definition of “peanuts” which is now in effect 
on a temporary basis, having considered the same, report favorably 
thereon with amendments and recommend that the bill do pass. 

The amendments are as follows: 

Page 1, line 7, strike the word “repealed” and insert “amended by 
striking the word ‘and’ and inserting after the figure ‘1959’ the words 
‘, 1960 and 1961’ ”. 

Amend the title to read as follows: 


A bill to amend the Agricultural Adjustment Act of 1938 
to extend for two years the definition of “peanuts” which is 
now in effect. 

PURPOSE 


The purpose of the bill is to provide a 2-year extension of the 
definition of “‘peanuts” which is now contained in section 359(c) of the 
84006 
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Agricultural Adjustment Act of 1938, as amended. Under this 
definition, any peanuts which are marketed, before drying or removal 
of moisture (either by natural or by artificial means), for consumption 
exclusively as boiled peanuts are excluded from the provisions of 
acreage allotments and marketing quotas. The present law will 
expire after the 1959 crop of peanuts. This bill will extend the 
definition through the 1960 and 1961 crops. 


NEED FOR THE BILL 


Section 359(c) was originally enacted by Public Law 85-127. The 
reason for excluding boiled peanuts from acreage allotments and 
marketing quotas was (and is) that in some parts of the United States 
immature peanuts are boiled and eaten as a green vegetable, similar 
to spinach or other fresh garden produce. ‘These peanuts never enter 
the market in competition with salted peanuts or other forms of the 
product. ‘This bill is a continuing recognition of the fact that peanuts 
for boiling are an entirely different commodity from other peanuts and 
should not be included in the programs designed to regulate the pro- 
duction of peanuts for conventional use. 

Five States (Alabama, Florida, Georgia, South Carolina, and 
Mississippi) are the principal producers of boiled peanuts. As indi- 
cated by the following table, the total exempted acreage in 1958 was 
2,662 acres, up from 1,668 acres in 1957. 


Number of farms and the acreage thereon from which peanuts were harvested as green 
peanuts (summary of data requested by notice OP-85) 


1957 1958 


Number Number 


Beco 
ote os 


Mississippi. 
Missouri___- 
New Mexico 


= 
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COMMITTEE AMENDMENT 


The bill as introduced would have made the definition of “boiled 
peanuts” permanent. The committee amended the bill to provide_a 
2-year extension of the definition. 


HEARINGS 


Hearings on this bill and a similar bill, H.R. 6603 by Mr. Cramer, 
were held by the Peanuts and Oilseeds Subcommittee. The Associa- 
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tion of Virginia Peanut & Hog Growers and the North Carolina 
Peanut Growers Association expressed their support of the bill. The 
Virginia-Carolina Peanut Association filed a statement in opposition 
to the bill. 


DEPARTMENTAL POSITION 


The following report from the Department of Agriculture indicates 
approval of the proposed legislation with a recommendation that the 
bill be enacted with amendment. The committee bas adopted that 
amendment. The Department’s report is as follows: 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, May 8, 1959. 
Hon. Haroutp D. Cootery, 
Chairman, Committee on Agriculture, 
House of Representatives. 


Dear ConcGressMAN Cootety: This is in reply to your request of 
March 4, 1959, for a report on H.R. 4938, a bill to amend the Agri- 
cultural Adjustment Act of 1938, as amended, to make permanent the 
definition of ‘‘peanuts” which is now in effect on a temporary basis. 

This Department recommends that the bill be passed with an 
amendment suggested below. 

The bill provides for an indefinite extension of the definition of 
“Peanuts” which is now contained in section 359(c) of the Agricultural 
Adjustment Act of 1938, as amended. ‘This definition excludes from 
the provisions of acreage allotments and marketing quotas any pea- 
nuts which are marketed, before drying or removal of moisture either 
by natural or artificial means, for consumption exclusively as boiled 
peanuts. 

The acreage planted to peanuts, and utilized before drying or re- 
moval of moisture for consumption as boiled peanuts, is found pri- 
marily in Alabama, Florida, Georgia, and South Carolina. A survey 
shows that the acreage utilized for production of peanuts, for consump- 
tion exclusively as boiled peanuts, increased from 1,668 acres in 1957 to 
2,662 acres in 1958. Legislation authorizing this use of peanuts was 
enacted August 13, 1957; therefore, the effects of the legislation upon 
acreage was not evident until 1958. In view of possible further in- 
crease in the production of peanuts, for consumption as boiled peanuts, 
we recommend that the definition of “peanuts’’ as contained in the 
present law be continued for the 1960 and 1961 crops. 

The enactment of this bill would not result in a need for additional 
appropriations. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morss, Acting Secretary. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing ier proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Pusuic Law 85-127 


AN ACT To amend the peanut marketing quota epee of the Agricultural 
Adjustment Act of 1938, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 359(c) of the 
Agricultural Adjustment Act of 1938, as amended (7 U.S.C. 1359(c)), 
be amended to read as follows: 

“(c) The word ‘peanuts’ for the purposes of this Act shall mean all 
peanuts produced, excluding any peanuts which it is established by 
the producer or otherwise, in accordance with regulations of the 
Secretary, were not picked or threshed either before or after marketing 
from the farm* or were marketed by the producer before drying or 
removal of moisture from such peanuts either by natural or artificial 
means for consumption exclusively as boiled peanuts*” 

This amendment shall be effective for the 1957, 1958, [and] 1959, 
1960 and 1961 crops of peanuts. 


*The amendment made by Public Law 85-127 added the portion shown between asterisks. This portion 
of the definition would be continued in effect by H.R. 4938 for 2 additional years. 
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DURUM WHEAT PRODUCTION IN TULELAKE AREA, 
CALIFORNIA 


Aveust 11, 1959.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Agriculture 
and Forestry, submitted the following 


REPORT 


[To accompany 8. 623] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 623) to exempt the production of Durum wheat in the 
Tulelake area, Modoc and Siskiyou Counties, Calif., from the acreage 
allotment and marketing quota provisions of the Agricultural Adjust- 
ment Act of 1938, as amended, having considered the same, report 
thereon with a recommendation that it do pass with amendments, 

The bill, as amended by the committee amendments, would extend 
Public Law 390, 85th Congress, to cover the 1960 and 1961 crops of 
Durum wheat in the Tulelake area of California. That law provides 
for increasing wheat acreage allotments in that area to 8,000 acres, 
the increase for each farm being conditioned upon the production of 
Durum wheat on the increased acreage. S. 623, as introduced, would 
have exempted the producers in the area from all acreage restrictions 
permanently. In view of present excessive supplies of all wheat and 
ey oversupplies of Durum wheat in specific years, the committee 

elieved a complete exemption would be undesirable and would set a 
bad precedent, but that the limited relief provided by the bill was 
reasonable and necessary. 

The Tulelake division of the Klamath project was developed by the 
Bureau of Reclamation and released by it for homesteading by World 
War I and II veterans. More than 95 percent of those now farming 
in the area are such veterans. 

Only a few crops can be grown successfully in the area and Durum 
wheat was introduced in 1952. When special legislation was in effect 
in 1956 and 1957 to promote the production of Durum wheat in this 
and other areas, producers expanded their acreage but such acreage 
could not be counted as history for purposes of allocating future 
acreage allotments. Consequently, Public Law 390, 85th Congress, 
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was enacted, giving the Tulelake producers an 8,000-acre allotment 
which could be counted as acreage allotment history. However, it 
was not enacted in time for the producers to take full advantage of it 
in 1958 and less than 5,000 acres were planted that year. Since the 
larger acreage planted this year cannot be counted in allocating the 
1960 acreage allotment, it is estimated the 1960 allotment for the 
area will be around 1,500 acres unless the law is changed. 

Durum wheat, which is the preferred cereal for the manufacture 
of macaroni, spaghetti, and similar products, will grow properly in 
only a few areas of the United States. These areas are located in 
Minnesota, North Dakota, South Dakota, Montana, and the Tulelake 
region of California. Durum wheat from the Tulelake area has 
created and sustained a new market, which cannot be economically 
supplied by wheat from the other areas. If this supply is now 
mandatorily reduced to less than one-fourth of its present total, 
severe disruption of this new industry will result and farmers of the 
area will be foreclosed from using a market which is ready to utilize 
their product. 

The additional acreage would be allotted within the area on the 
basis of relative needs, tillable acreage, and other factors, and if 
planted, would be taken into account in establishing future State, 
county, and farm allotments. No wheat on a farm receiving an 
additional acreage allotment would be eligible for price support. 

The report from the Department of Agriculture on the bill as 
introduced is attached. 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., March 18, 1959. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 

Dear Senator Extenper: This is in reply to your request of 
January 26, 1959, for a report on S. 623, a bill to exempt the production 
of Durum Wheat in the Tulelake area, Modoc and Siskiyou Counties, 
Calif., from the acreage allotment and marketing quota provisions 
of the Agricultural Adjustment Act of 1938, as amended. 

This Department does not recommend the enactment of S. 623. 

S. 623 would amend section 334 of the Agricultural Adjustment 

Act of 1938, as amended, to exempt the production of Durum wheat 
(class II) in the Tulelake rea of Modoc and Siskiyou Counties, 
Calif., from the acreage allotment and marketing quota provisions of 
the act, effective with respect to the 1960 and subsequent crops, and 
to make ineligible for price support Durum wheat (class II) of the 
1960 and subsequent crops produced in such area. 
+ Our primary objection to the enactment of this bill stems from the 
fact that it would establish a precedent which could be used by pro- 
ducers of other classes of wheat, as well as producers of other com- 
modities, as a basis for similar requests for exemption by legislative 
action. Such requests, if granted, could work to the disadvantage of 
producers of the commodity in other areas and would be inconsistent 
with the real purpose and objectives of the production adjustment 
programs. 

It is our opinion that the enactment of this bill would be unfair to 
producers of Durum wheat (class I) in areas outside the Tulelake area 
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of California, because unrestricted production of Durum wheat in the 
Tulelake area would result in a considerable increase in the acreage 
seeded in such area and a substantial reduction in the movement of 
macaroni products from other areas of production te the west coast. 
We believe that the potential production of Durum wheat in the 
Tulelake area is adequate to supply the entire needs of the macaroni 
industry on the west coast. 

With the carryover of all wheat at the beginning of the 1959-60 
marketing year currently estimated at approximately 1.3 billion 
bushels, an alltime record high, and with the carryover of Durum 
wheat estimated to be almost as large as the production in 1958 of 
22 million bushels, we feel the supply of Durum wheat for the 1960-61 
marketing year will be more than adequate to meet all anticipated 
requirements without the enactment of legislation such as contained 
in S. 623. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morss, 
Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing law 
in which no change is proposed is shown in roman): 

(i) Notwithstanding any other provision of this Act the Secretary 
shall increase the acreage allotments for the 1958 [and 1959] through 
1961 crops of wheat for farms in the irrigable portion of the area known 
as the Tulelake division of the Klamath project of California located in 
Modoe and Siskiyou Counties, California, as defined by the United 
States Department of Interior, Bureau of Reclamation, and herein- 
after referred to as the area. The increase for the area for each such 
crop shall be determined by adding to the total allotments established 
for farms in the area for the particular crop without regard to this 
subsection, hereinafter referred to as the original allotments, an acre- 
age sufficient to make available for each such crop a total allotment 
of eight thousand acres for the area. The additional allotments made 
available by this subsection shall be in addition to the National, State 
and county allotments otherwise established under this Act, but the 
acreage planted to wheat pursuant to such increased allotments shall 
be taken into account in establishing future State, county, and farm 
acreage allotments. The Secretary shall apportion the additional 
allotment acreage made available under this subsection between 
Modoe and Siskiyou Counties on the basis of the relative needs for 
additional allotments for the portion of the area in each county. 
The Secretary shall also allot such additional acreage to individual 
farms in the area for which an application for an increased acreage 
is made on the basis of tillable acres, crop rotation practices, type 
of soil and topography, and taking into account the original allotment 
for the farm, if any. No producer shall be eligible to participate in 
the wheat acreage reserve program with respect to any farm for any 
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year for which such farm receives an additional allotment under this 
subsection; and no wheat produced on such farm in such year shall 
be eligible for price support. The increase in the wheat acreage 
allotment for any farm under this subsection shall be conditioned 
upon the production of durum wheat (class II) on such increased 
acreage. 
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AMENDING THE LAW RELATING TO THE DISTRIBUTION 
OF THE FUNDS OF THE CREEK TRIBE 


Aveust 11, 1959.— Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 


[To accompany S. 2339} 





The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 2339) to amend the law relating to the distribution 
of the funds of the Creek Tribe, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE OF THE BILL 


The act of August 1, 1955 (69 Stat. 431), provided for the distribu- 

tion of all funds held by the United States in trust for the Creek 

Nation and certain members thereof. Such action permitted the Indians 

to derive some benefit from their money, and to stop the accrual of in- 

a on money that was on deposit in the Treasury of the United 
tates. 

While it is the usual procedure for Indians to pay the costs of dis- 
tributing judgments awarded to tribes, the Department of the Inte- 
rior, in connection with the 1955 act, recommended that the Federal 
Government pay these costs because of special circumstances involved. 
A $200,000 anthocionsion was provided for this purpose. 

As of July 1, 1958, approximately 13,300 claims have been sub- 
mitted to the Interior Department, and 7,300 of these have been 
paid. Most of the unpaid claims involve time-consuming heirship 
adjudication. They are being processed at the rate of 200 a month. 
At this rate, it is expected that 2,400 cases will be completed in fiscal 
year 1959, leaving 3,600 to be processed, along with another esti- 
mated 5,000 claims yet to be filed. 
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According to Department of the Interior spokesmen, funds are avail- 
able to finance the present work, which costs about $70,000 annually, 
through fiscal year 1959. However, it is estimated that the addi- 
tional $125,000, as authorized in S. 2339, will be needed in fiscal year 
1960 in order to complete the distribution. 

The executive communication dated June 25, 1959, from the 
Secretary of the Interior to the Vice President requesting introduction 
and enactment of S. 2339, is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 


Washington, D.C., June 26, 1959. 
Hon. Ricwarp M. Nrxon, 


President of the Senate, 
Washington, D.C. 

Dear Mr. Presipent: Enclosed herewith is a draft of a proposed 
bill to amend the law relating to the distribution of the funds of the 
Creek Tribe. 

We recommend that the proposed bill be referred to the appropri- 
ate peace for consideration, and we recommend that it be en- 
acted. 

The bill increases the appropriation authorization in the act of 
August 1, 1955 (69 Stat. 431), from $200,000 to $325,000. 

The 1955 act provided for the distribution of all funds belonging 
to the Creek Tribe. It also authorized the appropriation from the 
Treasury of $200,000 to pay the cost of distributing the funds. 

The payment of distribution costs by the Government rather 
than out of tribal funds, which is the normal procedure when dis- 
tributing judgments recovered by tribes, was recommended by us 
when the 1955 act was under consideration in the following words: 

“Section 5 of the bill authorizes the appropriation of $200,000 to 
defray the expenses incident to the distribution of the funds. The 
circumstances justify this request. There are three groups of persons 
entitled to payment: (1) persons entitled to equalization payments; 
(2) persons entitled to share in the judgment in favor of the loyal 
Creeks and Freedmen; and (3) persons entitled to share per capita 
in the distribution of the residual funds of the Creek Nation. Enact- 
ment of the proposed bill will require that attention be directed to 
the 1,185 persons on the 1907 rolls with equalization claims and an 
unestimated number of heirs and legatees of such persons who are 
deceased. This will impose a work load which cannot be absorbed by 
the personnel available under present appropriations to the Bureau 
of Indian Affairs. It does not appear reasonable to assess the cost of 
the delayed payments against tribal funds, since the delay is not 
attributable to the tribe. 

“Funds payable to the descendants of the Loyal Creeks and Freed- 
men were awarded by the Indian Claims Commission and they repre- 
sent the remaining half of a claim that was partially paid in 1904. 
While the finding of the Commission should be regarded as final and 
conclusive regarding the amount due the Indians, the award contains 
no amount for interest on a principal payment that has been delayed 
for fifty years. It is interesting to note that if the principal amount 
of $600,000 were projected at 4 percent interest for fifty years it would 
amount to $4,264,010.01. While there is no intention to supplement 
the amount of the award, the claimants are reasonably entitled to 
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payment of the full amount of the award without deducting the ex- 
penses of distribution.” 

As of July 1, 1958, approximately 13,300 claims had been received 
and 7,300 of them had been paid. Practically all of the unpaid claims 
involve heirship adjudication, which requires considerably more 
time to process than the claims of living enrollees. At the present 
rate of dunia heirship claims for payment (about 200 per month), 
2,400 of the cases will be adjudicated during fiscal year 1959, leaving 
3,600 to be processed, along with another estimated 5,000 claims yet 
to be filed. 

Funds are available to finance the present work, which costs 
approximately $70,000 annually, through fiscal year 1959. We 
estimate that an additional $125,000 will be required to be appro- 
priated in fiscal year 1960 in order to complete the distribution. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this proposed legislation to the Congress. 

Sincerely yours, 
(Signed) Rocesr Ernst, 
Assistant Secretary of the Interior. 


A BILL To amend the law relating + = distribution of the funds of the Creek 
ripe 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 5 of the Act of 
August 1, 1955 (69 Stat. 431), is amended by changing $200,000” to 
“$325,000”. 

CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (S. 2339), 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Act or Auaust 1, 1955 (69 Star. 431) 
* * * * * * 


Sec. 5. There is hereby authorized to be appropriated out of any 
money in the Treasury not otherwise appropriated the sum of 
[$200,000] $325,000 to remain available willl caganidl for necessary 
expenses incident to the distribution of funds authorized by this Act. 

* * * * * * = 
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GRANTING MINERALS, INCLUDING OIL AND GAS, ON 
CERTAIN LANDS IN THE CROW INDIAN RESERVATION, 
MONT., TO CERTAIN INDIANS 


Avoust 11, 1959.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs; 
submitted the following 


REPORT 


(To accompany 8. 1715) 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 1715), to grant minerals, including oil and gas, on 
certain lands in the Crow Indian Reservation, Mont., to certain In- 
dians, and for other purposes, having considered the same, report 
favorably thereon with amendments and recommend that the bill 
as amended do pass. 

The amendments are as follows: 

1. On page 2, line 22, after the word “devisees,” insert ‘‘or succes- 
sors in interest,’’. 

2. On page 2, line 23, after the word “leases” insert a period and 
delete the remainder of the sentence. 


BACKGROUND 


The act of June 4, 1920 (41 Stat. 751), provided for the allottin 
of the Crow Reservation to the individual Indians. Section 6 o 
that act, as amended by the act of May 26, 1926 (44 Stat. 658), 
reserved to the Crow Tribe for a period of 50 years after June 4, 1920, 
all minerals, including oil and gas, on the allotted lands. Provision 
was made for leasing the reserved minerals for a term of not to exceed 
10 years with an option to renew for one additional term of 10 years. 
At the end of the 50-year period the minerals become the property 
of the allottee or his heirs. 











2 MINERALS ON CERTAIN LANDS IN THE CROW RESERVATION 


PURPOSE OF THE BILL 


The purpose of S. 1715, introduced by Senator Murray, as amended 
by the committee, is to clarify the intent of section 6 of the act of 1920, 
as amended, with respect to the ultimate disposition of the minerals, 
and to provide for the leasing of these minerals under the provisions 
of the 1938 Indian Mineral Leasing Act (52 Stat. 347). 

Under existing authority oil and mineral development on the reser- 
vation are discouraged because leases may not be made for a period 
extending beyond 1970. The Crow Tribe has been able to realize 
inereased revenues from oil resources in recent years. In order to 
encourage further development of its mineral potential, and to make 
possible long-term leases, the tribe has requested the enactment of 
this legislation. The language of S. 1715 will make the 1920 act, as 
amended, conform to the rule prescribed by statute for mineral leases 
of land belonging to other tribes, and to the practice with respect to 
commercial leases and leases of public domain lands. 

As amended, S. 1715 would make it clear that at the end of the 
50-year period the title to the minerals shall go to the allottee or his 
heirs, or devisees, or successors in iuterest, or their heirs or devisees, 
subject to any outstanding leases. Provision is also made for the 
issuance of a trust title to the minerals in the case of an allottee or an 
Indian heir or devisee unless he has received a fee patent for the surface 
of the lands overlying the minerals. 

Where the heir or devisee of a mineral interest was a non-Indian, 
he would acquire unrestricted title to that interest by operation of law. 

The favorable report of the Department of the Interior and the 
report of the Bureau of the Budget are as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., July 21, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

Dear Senator Murray: Your committee has requested a report 
on S. 1715, a bill to grant minerals, including oil and gas, on certain 
lands in the Crow Indian Reservation, Mont., to certain Indians, and 
for other purposes.” 

We recommend that the bill be enacted, but we express no opinion 
about the clause beginning on page 2, line 25. 

1. Section 6 of the act of June 4, 1920 (41 Stat. 751), as amended 
by the act of May 26, 1926 (44 Stat. 658), reserved to the Crow Tribe 
for a period of 50 years after June 4, 1920, all minerals, including oil 
and gas, on lands allotted pursuant to the act, and provided that at 
the end of the 50-year period such minerals shall become the property 
of the allottee or his heirs unless otherwise provided by Congress. 
S. 1715 provides that at the end of the 50-year period such minerals 
shall go to the devisees of the allottee if he has died testate, rather 
than to his heirs. This change is fair and equitable. 

2. Section 6 of the 1920 act, as amended, does not specifically say 
that the allottee or his heirs shall acquire title to the minerals at the 
end of the 50-year period even though he may have previously dis- 
posed of the surface of the land. S. 1715 makes this result clear, and 
the clarification is desirable. 










SS OS 


e 
il 
at 
by 
Ss. 
ls 
er 


LY 
he 
is- 


nd 


MINERALS ON CERTAIN LANDS IN THE CROW RESERVATION 3 


The bill goes farther, however, and the clause beginning on page 2, 
line 25, provides that the Indian shall get the minerals regardless of 
the reference or lack of reference to minerals in any instrument that 
conveyed the surface of the land. This means that even if an Indian 
sold and was paid for his entire interest in the land, including his in- 
terest in the minerals at the end of the 50-year reservation in favor 
of the tribe, the conveyance would be invalidated by the bill insofar 
as the minerals are concerned, and the minerals would remain the 
property of the Indian or his heirs. Congress probably has the author- 
ity to take this action because it reserved in the 1920 act the right 
to legislate further with respect to the minerals. Whether it should 
do so by a general provision that does not consider the facts in indi- 
vidual cases is a subject on which we express no opinion. 

3. Section 6 of the 1920 act, as amended, does not specify whether 
the allottee or his heirs will receive a trust or an unrestricted title to 
the minerals at the end of the 50-year period. S. 1715 provides that 
the title shall be a trust title unless the entire mineral interest in a 
tract is owned by persons who at that time hold an unrestricted title 
to the lands overlying the minerals, in which case the title to the 
minerals will be conveyed to the Indian by unrestricted fee patent. 
This will avoid most of the title complexities incident to the existence 
of both unrestricted and restricted interests in the same property. 
Where the heir or devisee of a mineral interest is a non-Indian he will 
acquire unrestricted title to that interest by operation of law (see 
Bailess v. Paukure, 344 U.S. 171 (1952)). 

4. Section 6 of the 1920 act, as amended, permits the reserved 
minerals to be leased during the 50-year period, on behalf of the Crow 
Tribe, for a term of not to exceed 10 years with an option to renew for 
one additional term of 10 years. S. 1715 provides that such leases 
may be made in accordance with the provisions of the act of May 11, 
1938, which governs leases on other tribal lands. Such leases may be 
for a term of not to exceed 10 years and as long thereafter as minerals 
are produced in paying quantities. This change is desirable and will 
make the act conform to the rule prescribed by statute for mineral 
leases of lands belonging to other tribes. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 





Executive Orrice OF THE PRESIDENT, 
BuREAU OF THE BupGeET, 


Washington, D.C., July 14, 1959. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
New Senate Offices Building, Washington, D.C. 

My Dear Mr. Cuarrman: This is in response to your letter of 
April 20, 1959, requesting the comments of the Bureau of the Budget 
on S. 1715, a bill to grant minerals, including oil and gas, on certain 


lands in the Crow Indian Reservation, Mont., to certain Indians, 
and for other purposes. 
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The purpose of S. 1715 is to revise leasing procedures for mineral 
interests in allotted lands on the Crow Indian Reservation and to 
clarify and revise the situation regarding disposition of these interests. 

In general, the provisions of the bill appear to be desirable. How- 
ever, the clause beginning on page 2, line 25, would have the effect of 
voiding all conveyances of an allottee’s future mineral interest. We 
understand that a number of such conveyances have been executed. 
It is our belief that enactment of S. 1715 in its present form would 
work unwarranted hardship on the purchasers of these interests. 
Therefore, we recommend enactment of the bill only if it were amended 
by deleting the clause beginning on page 2, line 23. 

Sincerely yours, 
Puiu S. Hueues, 
Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standin 
Rules of the Senate, changes in existing law made by the bill (S. 1715 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Act or June 4, 1920 (41 Srat. 751), as AMENDED BY THE ACT OF 
May 26, 1926 (44 Start. 658) 


Sec. 6. [That any and all minerals, including oil and gas, on any 
of the lands to be allotted hereunder are reserved for the benefit of the 
members of the tribe in common and may be leased for mining pur- 

oses, with the consent of the tribal council under such rules, regu- 
ations, and conditions as the Secretary of the Interior may prescribe, 
but no lease shall be made for a longer period than ten years, but the 
lessees may have the right to renewal thereof for a further period of 
ten years upon such terms and conditions as the Secretary of the 
Interior may prescribe, and agreed to by said tribal council: Provided, 
That when any land is leased for mining purposes and development 
thereunder shall indicate the presence of minerals including oil and 
gas in paying quantities, the foes or lessees shall proceed with all 
reasonable diligence to complete the development under said lease to 
extract the mineral including oil and gas from the land leased and to 
bring the product mined or extracted into market as speedily as possi- 
ble unless the extraction and sale thereof be withheld with the con- 
sent of the Crow Tribe of Indians: Provided, however, That allotments 
hereunder may be made of lands classified as valuable chiefly for coal 
or other minerals which may be patented as herein provided with a 
reservation, set forth in the patent, of the coal, oil, gas, or other 
mineral deposits for the benefit of the Crow Tribe: And provided 
further, That at the expiration of fifty years from the date of approval 
of this Act, unless otherwise ordered by Congress, the coal, oil, gas, 
or other mineral deposits upon or beneath the surface of said allotted 
hoes become the property of the individual allottee or his 

eirs. 

(a) Any and all minerals, including oil and gas, on any of the lands to 
be allotted hereunder are reserved for the benefit of the members of the tribe 
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in common and may, with the consent of the tribal council, be leased for 
mining purposes in accordance with the provisions of the Act of May 11, 
1988 (52 Stat. 347; 25 U.S.C. 396 A-f), under such rules, regulations, and 
conditions as the Secretary of the Interior may prescribe: Provided, That 
when any land is leased for mining purposes and development thereunder 
shall indicate the presence of minerals, including oil and gas, in paying 
quantities, the lessee or lessees shall proceed with all reasonable diligence 
to complete the development under said lease to extract the mineral, in- 
cluding oil and gas, from the land leased and to bring the product mined 
or extracted into market as speedily as possible unless the extraction and 
sale thereof be withheld with the consent of the Crow Tribe of Indians: 
Provided further, That allotments hereunder may be made of lands 
classified as valuable chiefly for coal or other minerals which may be 
patented as herein provided with a reservation, set forth in the patent, of 
the coal, oil, gas, or other mineral deposits for the benefit of the Crow 
Tribe: Provided further, That at the expiration of fifty years from the date 
of approval of this Act, unless otherwise ordered by Congress, the coal 
oil, gas, or other mineral deposits upon or beneath the surface of sai 

allotted lands shall become the property of the individual allottee or his 
heirs or devisees, or successors in interest, or their heirs or devisees, subject 
to any outstanding leases. 

(6) Title to the minerals so granted shall be held by the United States 
in trust for the Indian owners, except that if upon the expiration of said 
fifty years, the entire Indian interest in the minerals within any allotment 
or parcel thereof is granted by this Act to a person or persons who at that 
time hold an unrestricted title to the lands overlying such minerals, then 
the Secretary of the Interior shall by fee patent transfer to such person or 
persons the unrestricted fee simple title to such minerals, which title shall 
vest in such person or persons as of the date of the patent. 


O 
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SUPPLEMENTING THE ACT OF APRIL 26, 1906 (34 STAT. 137), EN- 
TITLED “AN ACT TO PROVIDE FOR THE FINAL DISPOSITION OF 
THE AFFAIRS OF THE FIVE CIVILIZED TRIBES IN THE INDIAN 
TERRITORY, AND FOR OTHER PURPOSES” 


Avovset 11, 1959.— Ordered to be printed 


Mr. Morray, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 


[To accompany H.R. 2722] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 2722) to supplement the act of April 26, 1906 
(34 Stat. 137), entitled “An act to provide for the final disposition 
of the affairs of the Five Civilized Tribes in the Indian Territory, 
and for other purposes,”’ having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


As amended and passed by the House on July 6, 1959, H.R. 2722 
would provide for (1) the sale of approximately 16,500 acres of land 
held by or for the Choctaw Tribe of Indians, or its transfer to a tribal 
corporation or foundation; (2) the transfer to the corporation or 
foundation of those mineral interests which are excepted from the 
sale provisions of the bill; (3) a per capita distribution of the proceeds 
of the sale and of moneys on deposit in the Treasury to the credit of 
the tribe (now approximately $433,000); and (4) the transfer of the 
entire interest in the land to the life tenants of the surface of certain 
allotted tracts. The bill also repeals a provision of the 1906 act 
relating to the Presidential appointment of the principal chief of the 
Choctaw Tribe. The bill is not applicable to individual Indian 
allotments and does not affect their trust or restricted status. It 
contains provisions designed to protect the interests of the Chickasaw 
Tribe in certain of the lands which are to be disposed of. 


34006 





DISPOSITION OF AFFAIRS OF THE FIVE CIVILIZED TRIBES 


The 1906 act (34 Stat. 137) relating to the Five Civilized Tribes 
contemplated the final disposition of the affairs of the five groups of 
Indians. Enactment of H.R. 2722 is necessary in order to carry 
out the intent of the 1906 act. The bill was prepared for and intro- 
duced at the request of representatives of the Choctaw Tribe. No 
expenditure of Federal funds will be necessary in carrying out the 
provisions of the bill. 

The favorable report of the Department of the Interior recom- 
mending the enactment of H.R. 2722 is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 20, 1959. 
Hon. Warne N. AsPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. Aspinatu: Your committee has requested a report on 
H.R. 2722, a bill to supplement the act of April 26, 1906 (34 Stat. 
137), entitled ‘“‘An act to provide for the final disposition of the affairs 
of the Five Civilized Tribes in the Indian Territory, and for other 
purposes,” and for other purposes. 

We recommend that the bill be enacted with clarifying amendments 
discussed below. 

The act of April 26, 1906 (34 Stat. 137), was intended to provide 
for the disposition of all of the lands of the Five Civilized Tribes 
either by allotment to the individual members of the tribes or by 
sale, for the division of all tribal funds among the members, and for 
the dissolution of the tribal governments. The present bill will pro- 
vide the authority that is necessary to complete this program for the 
Choctaw Tribe, which is one of the Five Civilized Tribes. 

The bill was introduced at the request of the tribal representatives, 
The tribal representatives consulted the Department about the sub- 
stantive provisions of the bill, and the Department provided tech- 
nical drafting services at the request of the tribe. The bill was ini- 
tiated by the tribe, and we are glad to endorse the program and concur 
in the recommendation that the bill be enacted. 

The bill does not apply to the allotted lands of individual Choctaw 
Indians. The trust or restricted status of those lands will continue 
to be governed by the presently existing law. The bill applies only 
to tribal assets, and after the program authorized by the bill is com- 
pleted the Federal Government will cease to have any special relation- 
ship to the tribe as an entity. 

Three categories of tribal land are involved: 

Class 1: The remaining tribal lands that were not allotted during 
the allotment period. They consist of approximately 7,731 acres 
owned jointly by the Choctaws (a three-fourths interest) and the 
Chickasaws (a one-fourth interest). 

Class 2: Lands acquired subsequent to 1906 under the Indian Re- 
organization Act of June 18, 1934 (48 Stat. 984), or the Oklahoma 
Welfare Act of June 26, 1936 (49 Stat. 1967). These lands consist 
of approximately 8,610 acres held in trust for the Choctaw Tribe 
alone. (Fifty-two tracts are held in trust for the lifetime of an indi- 
vidual Indian and thereafter in trust for the Choctaw Tribe.) The 
minerals in these lands, however, are vested in the United States 








le 
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rather than in the tribe, and the income therefrom is earmarked for 
use for the benefit of Indians in Oklahoma. 

Class 3: Submarginal lands acquired for the use of the Choctaw 
Tribe under the land use adjustment program undertaken during the 
middle 1930’s. Our records indicate that there probably are no lands 
in this category held for the Choctaw Tribe, but a complete search 
of the petites has not been completed. The retention of this catego 
in the bill will cause no difficulty, and it will be useful if the records 
should disclose any such lands. 

The bill directs the Secretary to sell all three classes of land, together 
with a one-half interest in the minerals in class 1 and class 2 land and 
the entire mineral interest in the class 3 land. The proceeds from the 
sale will be deposited in the U.S. Treasury to the credit of the tribe, 
and the Secretary is directed to distribute per capita these funds 
together with all other tribal funds that are now on deposit. The 
funds now on deposit are— 


Proceeds of lands, etc., Choctaw Indians, Five Civilized Tribes, 
Oklahoma: 


ee entOAL si SU Al eo i Be eee $32, 827. 87 
Generals 5 indsdoclascat wbiseciicne 4hsh ecmeddinnwedest act}. 120, 390. 38 
Interest and accruals on interest, proceeds of lands, etc., Choctaw 
Indians, Five Civilized Tribes, Oklahoma, per capita__.....-_--- 4, 930. 43 
Proceeds of labor, rehabilitation projects, Choctaw Indians, Okla- 
hom@s5..%-i0A0600. ae BA. Ui eisai. Hele 5, 123. 16 
Interest and accrual on interest, proceeds of labor, rehabilitation 
projects, Choctaw Indians, Oklahoma-_---_.-.....-.-.-.-------- 8, 238. 69 
Awards of Indian Claims Commission, Choctaw Nation, Oklahoma, 
TGR CRE on os aan on AE AG BOL Goth ee sue 235, 000. 00 
Interest and accruals on interest, awards of Indian Claims Commis- 
sion, Choctaw Nation, per capita... .......-....-.-..<--.-.+-- 26, 946. 04 


The Choctaw portion of the reserved mineral interest will be trans- 
ferred within 3 years to a tribal corporation or trustee organized under 
State law that is designated by the tribe and approved by the Sec- 
retary. We understand that the tribe intends to incorporate a foun- 
dation to take title to and administer this reserved asset. The 
Chickasaw portion of the reserved mineral interest will continue to 
be held in trust by the United States until a program for the Chick- 
asaw Tribe is formulated. 

Subsection 1(b) of the bill provides an alternative to the sale of the 
three classes of land. If the tribal foundation organized under State 
law wants to retain title to any part of the land, including all mineral 
rights therein, it may do so. 

Subsection 1(c) of the bill deals with a special problem created 
when the Government purchased several tracts of land and took the 
title in trust for individual Indians for their lifetime and thereafter 
in trust for the tribe. Fifty-two tracts are involved. At the time the 
Federal purchases were made, most of the tracts were surplus allot- 
ments that were about to be lost by the Indian owners because of 
nonpayment of State taxes. Because the grantor was given a life 
estate in trust, the purchase price did not represent the full value of 
the land and sometimes represented only the cost of the abstract and 
ne liens against the land. 

he trust title applies only to the surface of the land. The Okla- 
homa Indian Welfare Act, under which the lands were purchased, 
—" that the subsurface rights are owned outright by the United 
tates, and only the income therefrom is earmarked for the purpose 
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of rehabilitating Indians in Oklahoma. It is improbable, however, 
that any grantor understood that mineral rights in the land were 
being conveyed to the Government in a nontrust status. 

Because of this background, the bill gives the life tenant or his 
heirs full title to the land. As between the life tenant and the tribe, 
the life tenant has the more equitable claim to both the surface and 
the subsurface. As between the Indians and the United States, the 
mineral rights are restored to the owner of the surface rights because 
the United States did not intend to acquire them in a proprietary 
capacity. 

Section 3 protects the interests of any individual Indian who may 
be occupying under a lease or permit land that is subject to sale by 

iving him the right to purchase the land at the highest competitive 
bid therefor, less the appraised value of any improvements he may 
have placed on the land if the improvements were not a part of the 
consideration for his lease. 

The 1906 act provides for the appointment of a principal chief of the 
Choctaw Tribe by the President. This authority has been delegated 
to the Secretary. The bill repeals this statutory provision, and the 
members of the tribe will have full authority to select their own officers. 
If a tribal foundation is incorporated as proposed, the selection of 
officers will be controlled by the provisions of the corporate charter. 

The Choctaw membership roll was closed on March 4, 1907, and 
19,139 members were listed. Per capita distributions under the bill 
will be made to the members of this roll or to their heirs or legatees. 
No payment of less than $1 will be made, however, and any per capita 
distribution of tribal assets that is not claimed within 7 years after 
the Secretary announces the procedure for submitting claims will 
escheat to the tribe by operation of law and will be transferred by 
the Secretary without any further proceedings to the tribal foundation 
if it has been organized. If no foundation has been organized the 
unclaimed money will escheat to the U.S. Treasury and be deposited 
in miscellaneous receipts. This provision of the bill is also made 
applicable to unclaimed per capita payments that are already on the 
books, but in order to prevent a retroactive effect the bill allows 2 
additional years after the date of the act in which such Indian may 
claim the money. 

The tribal foundation, if organized as proposed, will become the 
successor in interest to the Choctaw Tribe for all purposes, and the 
Federal Government will cease to have any special relationship to 
the tribe. 

The following clarifying amendments would be desirable: 

1. On page 3, line 18, before “only’’ insert “an unrestricted title 
to’. This is for purposes of clarification and to make the language 
conform to the language used in lines 1 and 2. 

2. On page 6, line 24, and again on page 7, line 20, the word “devi- 
sees’ should be changed to “‘legatees’”’ in order to conform to usual 
terminology. 

3. On page 7, line 22, the phrase “without application of the 
Indian’’ was intended to refer, and we believe does refer, to an applica- 
tion for the per capita and not to an application for the deposit to the 
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individual Indian money account. In order to prevent any mis- 
understanding, however, we suggest the following amendment: 

On page 7, line 22, after ‘without application of the Indian’’ insert 
“for his distributive share of the tribal asset involved.” 

4. On page 7, line 16, change “‘after’’ to “until” in order to make the 
sentence structure correct. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 


Rocrr Ernst, 
Assistant Secretary of the Interior. 
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AMENDING THE KLAMATH TERMINATION ACT 


Avcust 11, 1959.—Ordered to be printed 


Mr. Nevsercer, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 


[To accompany 8. 2421] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 2421) to amend the Klamath Termination Act, 
having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of S. 2421, introduced by Senator Neuberger at the 
coma of the Department of the Interior, is to amend the Klamath 
Indian Termination Act to change the date for the Federal acquisi- 
tion of the Klamath Indian Marsh from April 1, 1961, to the earliest 
date after September 30, 1959, that duck-stamp funds are available 
to pay for the property. The original date for taking title, April 1, 
1961, was established a the act of August 23, 1958 (72 Stat. 816), 
to conform to the date when the Federal Government will take title 
to any part of the Klamath forest then unsold to aerate purchasers. 

The Klamath Indians have depended on the sale of tribal timber 
as their main source of income for more than 50 years. That income 
has been cut off through the action of Congress in proveens for 

rivate or Federal acquisition of the Klamath forest and marshlands. 
any Klamath Indians who elected to withdraw from tribal member- 
ship and have their share of reservation property paid to them are in 
serious financial difficulty. In some cases they are suffering real 
hardships that may lead to serious welfare problems for the local 
community. Yet, these same individuals will receive in the neighbor- 
hood of $45,000 apiece after their assets have been disposed of in 1961. 
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By administrative action of the Department of the Interior, and 
through legislation enacted during the current session of Congress, 
loans have been made available to Klamath Indians from the Indian 
revolving credit loan fund in order to fulfill their subsistence needs. 
This has resulted in a heavy drain on the credit fund and a subsequent 
curtailing of credit to other needy Indian tribes. 

Inasmuch as the Federal Government has made a commitment to 
buy the Klamath Marsh and there are, or soon will be, duckstamp 
funds available to pay for these lands, the committee believes there 
is no reason why the land should not be taken well in advance of the 
1961 date and the realization value of the property, amounting to 
almost $475,000, paid to the Indians. 

The executive communication from the Department of the Interior 
recommending the introduction and enactment of S. 2421 follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., July 20, 1959. 
Hon. Ricuarp M. Nrxon, 
President of the Senate, 
Washington, D.C. 

Dear Mr. Presipent: There is enclosed a draft of a proposed bill 
to amend the Klamath Termination Act. 

We recommend that it be referred to the appropriate committee 
for consideration and we recommend that it be enacted. 

The purpose of the bill is to change the date for Federal acquisition 
of the Klamath Marsh from April 1, 1961, to the earliest date after 
September 30, 1959, that duck-stamp funds are available to pay the 
purchase price. The reason for the change is to make it possible for 
the Government to pay the Indians immediately the purchase price 
for land which the Government has already decided to buy, instead 
of lending them money to meet their immediate subsistence needs. 

The decision to purchase the Klamath Marsh was made by the act 
of August 23, 1958 (72 Stat. 816). The date for taking title, April 1, 
1961, was fixed to conform to the date for Federal acquisition of the 

art of the Klamath forest that may be acquired by the Government. 

here is no reason, however, for the two dates to be the same, and 
recent developments have shown a need to take the title to the marsh 
immediately. 

The Indians who have elected to withdraw from the tribe will be 
without funds for subsistence until the purchase price from the sale 
of the marsh and the forest is available for distribution. These sub- 
sistence needs will, therefore, have to be met with loans from the 
Indian revolving loan fund. If the sale date for the marsh is changed 
as proposed, the need for additional loans from the revolving loan 
fund will be decreased. As the Federal Government is already com- 
mitted to the purchase of the marsh, it seems unreasonable to make 
loans to the Indians rather than pay them the purchase price that is 
due. If the bill is enacted, funds will be available for the payment 
of the purchase price from the sale of stamps under the Migratory 
Bird Hunting Stamp Act of March 16, 1934, as amended (16 U.S.C. 
718). 
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The Bureau of the Budget has advised us there is no objection to 
the submission of this proposed legislation. 
Sincerely yours, 
Evmer F. Bennett, 
Acting Secretary of the Interior. 


A BILL to amend the Klamath Termination Act 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That in 
order to permit an immediate payment of the purchase price 
of the Klamath marsh, the title to which was taken by the 
United States by the Act of August 23, 1958 (72 Stat. 816), 
and thereby make possible a partial distribution of funds to 
the Klamath Indians who have elected to withdraw from the 
tribe, which will lessen the need for making interim loans to 
such Indians, subsection 28(f) of the Act of August 13, 1954, 
as amended (72 Stat. 816), is hereby amended by changing 
the effective date for the taking of title by the United States 
from April 1, 1961, to the earliest date after September 30, 
1959, when the Secretary of the Interior determines that 
funds for the payment of the purchase price are available 
from the sale of stamps under the Migratory Bird Hunting 
Stamp Act of March 16, 1934, as amended (16 U.S.C. 718). 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (S. 2421), 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets; new matter is printed in italic; existing 
law in which no change is proposed is shown in roman:) 


Act oF AuGcust 13, 1954 (68 Star. 718), as AMENDED BY THE ACT OF 
Avuaust 23, 1958 (72 Srar. 816) 


os + + * *. * * 
Src. 28(a) * * * 
. : 2 a” - * * 


“(f) The lands that comprise the Klamath Marsh shall be a part 
of the property selected for sale pursuant to subsection 5(a)(3) of 
this Act to pay members who withdraw from the tribe. Title to such 
lands is hereby taken in the name of the United States, effective 
[April 1, 1961.] the earliest date after September 30, 1959, when the 

ecretary of the Interior determines that funds for the payment of the 
oo price are available from the sale of stamps under the Migr 

ird Hunting Stamp Act of March 16, 1984, as amended (16 U.S.C. 
718). Such lands are designated as the Klamath Forest National 
Wildlife Refuge, which shall be administered in accordance with the 
law applicable to areas acquired pursuant to section 4 of the Act of 
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March 16, 1934 (48 Stat. 451), as amended or supplemented. Com- 
pensation for said taking shall be the realization value of the lands 
determined in accordance with subsection (c) of this section, and shall 
be paid out of funds in the Treasury of the United States, which are 
hereby authorized to be appropriated for that purpose. 


+ * * * * es * 
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PLACING IN TRUST STATUS CERTAIN LANDS ON THE 
WIND RIVER INDIAN RESERVATION IN WYOMING 


Avaust 11, 1959.—Ordered to be printed 


Mr. Nevusercesr, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 


[To accompany §. 1751] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1751) to place in trust status certain lands on the 
Wind River Indian Reservation in Wyoming, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of S. 1751 is to donate 7.487 acres of Federal land within 
the exterior boundaries of the Wind River Reservation, Wyo., to the 
Shoshone and Arapahoe Indians. 

The lands in question were purchased by the United States many 
years ago for $250 to be used as an administrative site for the Exten- 
sion agency on the reservation. In recent years the land has been 
idle. Its present value is $285. Since these lands are excess to the 
needs of the Bureau of Indian Affairs, the Indians on the Wind River 
Reservation have asked that they be given to them in trust. 

The Department of the Interior a Bureau of the Budget reports 
favoring enactment of S. 1751 are set forth below: 
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LANDS ON WIND RIVER INDIAN RESERVATION, WYO. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., July 29, 1959. 

Hon. Jamus E. Murray, 

Chairman, Committee on Interior and Insular Affairs, 

U.S. Senate, Washington, D.C. 

Dezar Senator Murray: Your committee has requested a report 
on S. 1751, a bill to place in trust status certain lands on the Wind 
River Indian Reservation in Wyoming. 

We have no objection to the enactment of the bill. 

The bill donates to the Shoshone and Arapahoe Tribes of the Wind 
River Indian Reservation approximately 7.487 acres of federally 
owned land. The bill provides for a trust title. Whether the title 
should be taken in the United States in trust or in the name of the 
tribes in an unrestricted status is a subject upon which we express no 
opinion. Congress has sometimes provided for the one kind of title 
and sometimes for the other. 

The land was purchased by the United States for $250. It has a 
present value of approximately $285. There are no improvements on 
the land. 

The land was used as an administrative site for the headquarters of 
the Extension Agency on the reservation until about 10 years ago. 
= the next 7 years it was leased, and for the last 3 years it has been 
idle. 
The land is bounded on the north and east by fee patented land, 
on the west by an administrative reserve, and on the south by a trust 
allotment. 

It is the tribes’ intention to use the land for leasing purposes in 
order to increase tribal income. It would probably be leased to the 
owner of the adjoining farm. 

As the property is valued at less than $1,000, this Department 
has authority under regulations of the General Services Administra- 
tion to dispose of it by negotiated sale after circularizing other Federal 
agencies in the area to find out whether they are interested in obtain- 
ing the property. The Bureau of Indian Affairs issued a circular 
notice from its Billings office on February 13, 1959, and has had no 
indication of interest. 

The Department has authority to sell the property to the Shoshone 
and Arapahoe Tribes of the Wind River Reservation by negotiation 
for $285. The tribes have both the authority and the funds to buy 
it. The title would be taken in the name of the tribes, but it would 
be subject to a restriction against alienation without legislation by 
Congress. Whether the land would be taxable is not entirely clear 
under the present state of the law. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Rocer C. Ernst, 

Assistant Secretary of the Interior. 
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EXEcuTIVE OFFICE OF THE PRESIDENT, 
BurEAv OF THE BupDGET, 
Washington, D. C., July 21, 1959. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
New Senate Office Building, Washington, D.C. 

My Dear Mr. Cuatrman: This is in response to your letter of 
April 23, 1959, requesting the comments of the Bureau of the Budget 
on S. 1751, a bill to place in trust status certain lands of the Wind 
River Indian Reservation in Wyoming. 

The purpose of this bill is to donate some 7.5 acres of federally 
owned land to the Shoshone and Arapahoe Tribes. The land is 
currently valued at $285. The tribes would probably lease the land 
in order to increase tribal income. 

The property in question is located within the exterior boundaries 
of the Wind River Reservation and is excess to the needs of the 
Bureau of Indian Affairs. The Bureau of the Budget would not 
object to enactment of S. 1751. 

Sincerely yours, 
Puitur S. Hueuss, 
Assistant Director for Legislative Reference. 


O 


59004°—59 S. Rept., 86-1, vol. 48 








Calendar No. 663 


86TH CoNGRESS t SENATE Report 
1st Session No. 655 





TO PLACE IN TRUST STATUS CERTAIN LANDS ON THE 
STANDING ROCK SIOUX RESERVATION IN NORTH 
DAKOTA AND SOUTH DAKOTA 


Avseust 11, 1959.—Ordered to be printed 


Mr. Nevusercer, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 


[To accompany 8. 417] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 417) to place in trust status certain lands on the 
Standing Rock Sioux Reservation in North Dakota and South 
Dakota, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of S. 417 is to donate to the Standing Rock Sioux 
Tribe of North and South Dakota an 80-acre tract of land located 
within the exterior boundaries of the reservation. The land in ques- 
tion was purchased by the United States from an Indian allottee for 
$1,000 in 1947 for use in connection with the Standing Rock Indian 
Boarding School. There are no improvements on the land. 

The 80 acres is no longer needed for school purposes and the tribe 
has requested that it be given the land in trust status. 

The reports of the Secretary of the Interior and the Bureau of the 
Budget recommending enactment of the proposed legislation are set 
forth below: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 17, 1969. 
Hon. James E. Murray, 


irman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

Dear Senator Murray: Your committee has requested a report 
on S. 417, a bill to place in trust status certain lands on the Standing 
Rock Sioux Reservation in North Dakota and South Dakota. 
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We have no objection to the enactment of the bill. 

The bill donates to the Standing Rock Sioux Tribe approximately 
a acres of land on the reservation that are owned by the United 

tates. 

The land was originally allotted to Joseph Pleets, and a trust patent 
was issued to him on June 3, 1910. Joseph Pleets conveyed the land 
to his wife, Mrs. Augustine Pleets, by restricted deed on November 
8, 1911. The United States purchased the land from the wife on 
August 20, 1947. The purchase price was $1,000. 

The deed to the United States contains the following language: 

“To the United States of America to be used for the benefit of the 
Standing Rock Indian Boarding School so long as such school exists, 
and thereafter for such similar purposes as the Secretary of the Interior 
may direct pursuant to law.” 

There are no improvements on the land. 

The land is excess to the needs of the Bureau of Indian Affairs 
and the tribe has asked that the land be given to it in a trust status. 
Whether the title to the federally donated land should be taken by 
the tribe in trust or in an unrestricted status is a subject on which we 
express no opinion. Congress has sometimes provided for the one 
type of title and sometimes for the other. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


Executive Orrick OF THE PRESIDENT, 
BuREAU OF THE BupDGET, 
Washington, D.C., June 10, 1989. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuarrman: This is in reply to your letter of Janu- 
ary 20, 1959, requesting the views of the Bureau of the Budget on 
S. 417, a bill to place in trust status certain lands on the Standing 
Rock Sioux Reservation in North Dakota and South Dakota. 

The purpose of the bill is to donate about 80 acres of land owned 
by the United States to the Standing Rock Sioux Tribe. The land 
was acquired by the United States for school purposes and is now 
excess to the needs of the Bureau of Indian Affairs. It is located 
within the reservation and the Tribe has requested the donation. 

The Bureau of the Budget would have no objection to enactment 
of S. 417. 

Sincerely yours, 
Pup S. Hueaes, 
Assistant Director for Legislative Reference. 


O 
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Avaust 11, 1959.—Ordered to be printed 


Mr. SparKMAN, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany S. 57] 


The Committee on Banking and Currency, to whom was referred 
on July 15, 1959, the message of the President of the United States 
returning to the Senate without his approval the bill (S. 57) to extend 
and amend laws relating to the provision and improvement of housing 
and the renewal of urban communities, and for other purposes, 
having considered the same, report it back to the Senate with the 
recommendation that the bill pass, the objections of the President of 
the United States to the contrary notwithstanding. 


HISTORY OF S. 57 


S. 57 was introduced on January 9, 1959, and was identical in all 
major respects with S. 4035, a comprehensive housing bill which had 
passed the Senate on July 11, 1958. S. 57 was thoroughly considered 
in hearings and executive sessions of the Committee on Banking and 
Currency, and in debate on the floor of the Senate. After modifica- 
tion in committee and on the floor, S. 57 passed the Senate on Feb- 
ruary 5, 1959, by a vote of 60 to 28. 

Subsequently, the bill was considered and amended in the House of 
Representatives and was referred to a conference committee of the 
Senate and the House. The conference committee compromised their 
differences. The conference report was approved by the Senate on 
June 22, 1959, by a vote of 56 to 31, and by the House on June 23, 
1959, by a vote of 241 to 177. 

On July 7, the President returned S. 57 to the Senate without his 
approval, and his veto message has been printed as Senate Document 

0. 34. The President’s message was referred to the committee on 
July 15, along with the bill S. 57. From July 23 through July 31, 
the Subcommittee on Housing held hearings on the President’s mes- 
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sage, which includes S. 57 and incorporates by reference the adminis- 
tration bills, S. 65 and S.612. By request of its sponsor, the hearings 
also included consideration of S. 2378. 


COMMITTEE RECOMMENDATION 


After consideration of the President’s message and information 
developed during hearings held by the Subcommittee on Housing. a 
majority of the Committee on Banking and Currency agrees that the 
veto is unwarranted. In addition, a majority of the committee be- 
lieves that the veto message itself is misleading and intemperate; and 
recommends that S. 57 be passed, the objections of the President to 
the contrary notwithstanding. 


O 
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DOMESTIC FOOD ASSISTANCE 
Avaust 11, 1959.—Ordered to be printed 


Mr. Humpurey, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany S. 2522} 


The Committee on Agriculture and Forestry reported an original 
bill (S. 2522) to provide for the enrichment and sanitary peng 
of certain donated commodities and to establish experimental ad 
stamp allotment programs, with a recommendation that it do pass. 


SHORT EXPLANATION 


This bill would provide for (i) demonstration food stamp programs 
in from three to six areas; and (ii) the enrichment and sanitary 
packaging of corn meal, grits, white rice, and white flour distributed to 
needy or to schools. 


COMMITTEE CONSIDERATION 


Subcommittee No. 3 of the Senate Committee on Agriculture and 
Forestry held hearings on June 4, 5, and 8 on a number of bills — 
ing various measures to expand and improve Federal pro of food 
distribution to the needy in the United States as follows: S. 489, 
introduced by Senators Cooper, Douglas, Langer, Hennings, Keating, 
Clark, Bush, Morton, and Scott; S. 585, introduced by Senators 
Aiken, Young of North Dakota, Humphrey, Anderson, Jackson, 
Proxmire, and Mansfield; S. 663, intro aned by Senators Byrd of 
West Virginia, Randolph, Green, Jackson, Mansfield, Yarborough, 
Long, Case of South Dakota, Murray, McCarthy, Capehart, Bartlett, 
Chavez, Gruening, Langer, Hart, Magnuson, Engle, Young of Ohio, 
Moss, McGee, Humphrey, Williams of New Jersey, Proxmire, Hen- 
nings, and Carroll; g 862, introduced by Senators Humphrey and 

roxmire; S. 1884, introduced by Senators Kennedy, Murray, Byrd 
of West Virginia, Clark, Cooper, Hart, Humphrey, McGee, McNamara, 
McCarthy, Morse, Randolph, Yarborough, Young of Ohio, Young of 
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North Dakota, and Neuberger; and S. 2098, introduced by Senators 
Humphrey and Symington. Proposals included appropriations for 
the purchase of diet-balancing foods to supplement the Government- 
owned surplus foods now being distributed to the unemployed and 
welfare clients, the establishment of a food stamp plan to improve the 
diets of needy people, and the comprehensive food allotment plan 
for low-income families. Several of the bills proposed transfer of the 
surplus commodity distribution program from the Department of 
Agriculture to the Department of Health, Education, and Welfare. 
The subcommittee had also held hearings on April 24, 1959, on S. 651, 
introduced by Senator Johnston of South Carolina, a bill to provide 
for the enrichment of certain commodities distributed under the 
National School Lunch Act. 

Following the hearings the subcommittee reported to the full com- 
mittee a clean bill which represented a composite of these proposals. 
The committee, after considering the bill reported to it by the sub- 
committee, restricted it to the two matters covered by the bill here- 
with reported. 

EXPLANATION OF THE BILL 


oe first section of this bill provides it with a short title, “Food Act 
of 1959.” 

Title I of the bill requires cornmeal, grits, white rice, and white flour 
distributed under the direct commodity distribution program pursuant 
to section 416(3) of the Agricultural Act of 1949, or to schools to be 
enriched so as to meet the standards for enrichment prescribed by the 
Food and Drug Administration and to be packaged in sanitary con- 
tainers not exceeding 50 pounds. At the hearings on S. 651 all wit- 
nesses, except the Department of Agriculture, favored enactment of a 
measure of this sort. Proponents pointed out that various jurisdic- 
tions require enrichment and that the 100-pound burlap bags now used 
are too heavy for the women who prepare the school lunches to handle, 
and that they tear, and take in dirt and moisture, with consequent 
loss. The Department of Agriculture opposed the bill on the ground 
that inflexible requirements should not be written into law and that 
the additional expense could not be justified. 

Title II of the bill requires the Secretary of Agriculture to formulate 
and administer demonstration food stamp programs in not less than 
three nor more than six geographically dispersed areas, at least one 
of which shall be a rural area. To the extent practicable they shall 
be surplus labor areas. These programs would terminate by January 
1, 1962. Appropriation of $20 million is authorized to carry them out. 

The Secretary is given very broad authority with respect to the 
ree of food stamp demonstration programs to be carried out; but 
the committee would expect him to take cognizance of the provisions 
of S. 585 and S. 2098 as setting out in general the types of programs 
provided for by the bill. He would be expected further to provide for 
use of the normal channels of trade to the maximum extent practicable 
in carrying out such programs. It is anticipated that stamps or 
coupons would be distributed or sold to eligible recipients to be used 
by them in the purchase of food or particular kinds of food at eligible 
food stores. Stores could in turn redeem the coupons through desig- 
nated banks. The Secretary would be required by the bill to report 
to Congress on the operation of these demonstration programs as soon 
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as practicable after their termination, so that Congress would be 
repared to provide for a large scale program, should such a program 
ecome necessary. 

In selecting the areas for demonstration programs, the committee 
felt that due consideration should be given to including at least one 
Indian reservation. 

Section 203(c) of the bill authorizes the Secretary to use such sur- 
plus stocks of the Commodity Credit Corporation in carrying out 
these demonstration programs as he sees fit. These commodities 
would be in addition to the $20 million authorized to be appropriated 
to carry out these programs. 

In administering the act, the committee also felt that consideration 
should be given to the sale of surplus agricultural commodities to pro- 
vide funds for the purchase of other commodities which might provide 
a more varied diet. 

Benefits under the food stamp allotment programs would not be 
considered income for the purposes of the Social Security Act or 
related legislation; and assistance under such act or legislation, as 
well as assistance from State and local governments, would not be a 
basis for denying eligibility for the benefits of the food stamp allot- 
ment programs. 

ESTIMATED COST 


The Department of Agriculture has estimated that the additional 
cost of enrichment and packaging required by the bill would be about 
$200,000 to $250,000 a year. The amount authorized by the bill 
for the demonstration food stamp allotment programs during the entire 
period in which they would be carried out is $20 million. In addition 
the Secretary could utilize surplus foods from Commodity Credit 
Corporation stocks. It is not possible to estimate the extent, if any, 
to which the use of such stocks under the bill would exceed their use 
for relief purposes if the bill were not enacted. 


O 





